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PREFACE

The object of this bulletin is to bring to public attention a
briel survey of the financial practices of the provincial govern­
ment. At present the taxpayer is unable to obtain information
concerning provincial finances without close study of detailed
documents and reports. The financial reports prepared by
provincial departments and Royal Commissions often are illumin­
ating but seldom are they presented in a form easily understood
by those unfamiliar with the technique of public administration.
In this publication an effort has heen made to present significant
facts in a readily understandable manner.

No attempt has been made to appraise the policies of various
administrations. No position has been taken on questions that
are the concern of "party politics". Nor have theoretioal issues
been raised that are subjeot to academio controversy. In so far
as facts have been available they have been presented objeotively.
As the title implies, this bulletin is no more than an introduction
to provincial finance. It is intended as the forerunner of a more
comprehensive and detailed survey of governmental finance in
the provinoe of ova Sootia.

The outbreak of war occurred at the time the bulletin was
ready for print. Some additions and changes were made in order
to illustrate the problems most likely to be faced in the Cormulation
of provincial financial policy. It was impossible, of course, to
discuss fully the effects of Canada's war effort upon the provincial
economy. At some later date a comparative su.rvey of provincial
finance during both peace and war time may prove illuminating.

In the preparation of this bulletin two publications: The
A.B.C. oj Illinois Finance, published by the Illinois State Depart­
ment of Finance, and StalePinance by Mr. R. S. Mitchell, provided
guidance in the presentation of both textual and graphic material.
The wTiters wish to acknowledge their debt to various provincial
Officers, particularly Mr. L. E. Peverill, Chief Auditor oC the
Department of the Provincial Treasurer, Mr. G. V. Haythorne,
Secretary of the Nova Scotia. Economic Council, Mr. C. La.mb,
of the Department or the Provincial Secretary, and Mr. C. D.
Dennis, Deputy Provincial Treasurer. To both Dominion and
Provincial authorities appreciation is extended for the use or
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statistics, files and other hitherto unpublished material. Th
writers also are indebted to P~ofessor S. Ba~es, ~r?fessor W. R~
Maxwell and Professor L. RIchter for their crItIcisms of th
manuscript, to Professor H. E. Theakston for suggestions con~
cerning the presentation of charts and graphs and to l\1iss Con~

stance Grant, Miss E. Archibald and Mr. W. R. Stubbs for the
verification of details, editorial work and proof reading.

Though the authors' indebtedness is great they of course
assume all responsibility for errors of omission, of interpretation
and of fact.

W. F. LOUGHEED.

W. C. MACKENZIE.

Dalhousie University,
Halifax, Nov&. Scotia.

Novflmber, 1939.
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The Course
of

Provincial Business

Graphic illustrations or govern­
mental financial activities such as
annual spending, revenue coHoe­
tions, borrowing and other economio
trends provide 8. starting point Crom
which a. discussion or the financial
activities or a governmental unit
may begin. The (ollowing charts
may help the reader to appreciate
the tendencies that have boon
operative in tbe publio business 0('

Nova Scotia during the past decade~



Vlll Provincial Finance in Nova Scotia

Chart I

COURSE OF ANNUAL CURRENT EXPENDITURES
Fiscal Years 1913-1937
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Course of Annual Current Expenditures

IX

Trends in annual expenditures are perhaps the most revealing of all
phases of provincial finance. Expenditures indicate the money outlay
deemed necessary from year to year to meet the collective needs of the
people of the province, determined by economic conditions within the
province and by the social consciousness of the citizens. Part A of Chart 1
shows the course of expenditures met, in the main, by taxes, fees and Federal
grants. It will be noted that these annual disbursements have been in­
creasing steadily since pr~war times, except for breaks in the trend in 1928,
1931 and again in 1935. In 1926 provincial expenditures began to rise
rapidly. Defore that time, the oxpenditures were devoted primarily to the
fulfilment of what were then considered to be the routine functions of a
provincial government such as administl'ation, justice, education, highways.
But after 1926, as a result of changing public opinion on social questions,
Dew responsibilities were undertaken by the province and expenditures on'
social services were begun. At the same time, capital expenditures increased
on highways and on power development and this added to the debt charges
that bad to be met frcm the current revenues. During the depression alter
1929, the province found it necessary to undertake additional expenditures,
in the main, for the development of agriculture, assistance to the fisheries,
and relief of the unemployed.

Part B of the Chart indicates the course of expenditures on education.
From 1925 to 1933 they did not increase as fast as might be expected in the
light of popular interest in education as well as the general trend in total
expenditures. Beginning in 1933. a rise in the outlay for education occurred
largely as a result of the efforts made to increase the salaries of teachers and
to provide retirement pensions.

In Part C the course of expenditures for public welfare is shown, From
1921 to 1930 expenditures remained relatively constant. These expenditures
were mainly for provincial institutions, (hospitals, sanatoria, etc.). By
1931 the amount necessary to maintain such services had increased by over
sixty per cent and relief expenditul'es entered the budget for the first time,
Between 1931 and 1933 expenditures for welfare sel'vice again romained
constant. But, beginning in 1934, those increased considerably while ex·
penditur06 for direct relief fell off cOl'l'espondingly, The rise in recent years
was due to the payment of mothers' allowances (1931) and old age pensions
(193-1). The decline in direct relief expenditures was due, in part, to the
polic:r of providing relief through capital expenditures on highways,
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Chart II

COURSE OF ANNUAL CURRENT REVENUES
Fiscal Years 1913-1937
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Course of Annual Current Revenues

xi

In Chart One it was shown that expenditures have been increasing in
the last two decades. It is natural, therefore, that revenues to meet the
expenditures should show a corresponding increase. Since a major part of
total current revenue is obtained through the use of the taxing power, it
follows that taxrateslmve had to be raised or new taxes levied or a combina­
tion of both methods used.

Part A of Chart Two shows the trend in tax collections and other current
revenues since 1925. Following the war period, corporation taxes were
increased and sllccession duties were readjusted in order to meet increased
expenditure needs. From 1926 to 1932 the tax structure was not seriously
altered except to add additional taxes on corporations. In 1934 such in­
creases as were made in taxes on gasoline resulted in an expansion of revenues
as reflected in the graph.

Part B indicates the trend in revenues received from the various levies
on corporations. Despite the many and diversified corporation taxes as
weU as periodic adjustments in rates the returns have remained relatively
Constant.

In Part C is indicated the returns from the gasoline tax. The levy on
gasoline sales began at three cents per gallon. It has been revised several
times until it is now ten cents per gaUon. Between 1927 and 1932 the rate
remained unchanged at five cents, yet the returns increased almost fourfold.
In 1932 the rate was increased to six cents per gallon, and again in 1934
to eight cents per gallon, resulting in a considerable increase in the revenue
from gasoline. The gradual improvement in highway facilities alter 1936
was an additional stimulus to the growth of revenue from this source.

The Course of returns from two main provincial taxes indicates, in 8..

general way, the difference in the revenu&-yielding capacity of certain taxes.
Some taxes are capable of providing relatively large returns, while others,
under present arrangements, may not yield the desired revenues even if
pushed to the extent of inconveniencing the taxable object.
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Chart III

COURSE OF PROVINCIAL DEBT
Fiscal Years 1913-1937
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Course of Provincial Debt

Xlll

The course of governmental borrowing may indicate (a) that the ex­
lXlnditure needs of the people are greater than the existing revenue system
can supply, or (b) that the administra.tion deemed it more desirable (political­
ly or economically) to borrow than to raise revenues by other means, or
(c) the expectation that the expenditure of borrowed funds in time will be
sufficiently productive to absolve the citizen from the burden of repayment
through taxation.

Chart III presents the trend in the debt of the province since 1913.
The graph indicates the accumulated debt each year-for example, the
province in 1925 owed its creditors about thirty-seven millions while in
1937 it owed its creditors over ninety millions.

The fact that Nova Scotia, in common with other maritime provinces,
failed to enjoy economic prosperity between 1925 and 1929, as did the other
parts of Canada, induced the government to try to expand the productive
facilities of the province. Accordingly, after 1926, capital expenditures on
roads and on the hydro-electric system added to the debt growth. In the
depression years alter 1930 the expenditure needs for social services increased
but existing revenue sources were contracting and this caused a further im­
petus to debt growth. The adoption of the program of hard-surfacing the
main highways led to the further increase in debt after 1933.

During the period 1926 to 1936 about half of the debt increase went to
fixed assets; twenty-six millions to highways, ten millions to the power
commission, eight millions to unemployment relief works, six millions to
deficits resulting from inability to make revenues meet expenditures, and
one million on loans to the Land Settlement Board.

If such government investment expenditures do not produce new social
income but merely serve to maintain it at the present level, the debt associa.­
ted with such investment is non-productive and the debt payments have to
be met by heavier levies on existing incomes. Capital expenditures of an
extensive sort such as highways, power and ports, frequently require other
supplementary expenditures to aid in developing particular industries.
For example, after the provision of highways the province may find it nec­
essary to make certain new expenditures to encourage the tourist trade.

How far the process of adding to total provincial debt can continue with­
out serious repercussions, and what steps the government may take to liquid­
ate the present debts will be among the financial problems of paramount
importance in the next few years.
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Chart IV

REVENUES AND THE PROVINCIAL ECONOMY
Fiscal Years 1926-1937
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Revenues and the Provincial Economy

xv

The economic stat.us or a communit.y determinO!, to a large extent., t.he
ability or t.he people to pay ta.xes. When "business is good" people are less
apt to reel the burden of some taxes than at times or economic stross and
relative hardship. Accurate measures or business activity and income
(indicators or taxable abilit.y). however, orten are difficult. to obtain since
oortain ractors are expressed in other than monetary terms. To illustrate
graphically one phase or the economio lire or the province two ractors
"provincial income" and employment are utilized as indicative or a.bility
to contribute to governmental revenue need".

The term "provincial income", as used here. means the total a.nnual
money payments received by all individuals and firms within the province.
The index or provincial income presented in Chart IV includes the money
paid to wage earners-rarmers, fishermen, business and proressional men,
business firms and invO!tors. The index or employment represents the
extent to which t.he population is engaged in normal productive activity.

Chart IV presents an index of revenues obtained by the government
rrom taxation, liquor sales. licenso rees and other sources. The index or
income shows that while t.he gross income accruing to the people or the pro­
vince has been increasing, by 1937 it bad not reached the level of 1930.
Similarly the incren.se in unemployment was cheeked by 1933 and the per­
centage or employment was greater in 1937 than its pell.k in 1929. This is an
extremely interesting ract. since it indicates a period or relative depression
even in a time usually associated with business prosperit.y elsewhere. The
decline in income and employment beginning in 1929 rn&y to some extent
provide reasonable ground for governmenta.l ll.Ction tow&rd the stimulation
or industry through such services as improved tra.nsportational racilities.
The borrowing policy or the province also may be rationalized on such
grounds. However, indicators such as these provide no IKtsitive guide to
the causes or effects or provincial policy.



INTRODUCTION

TO-DAY, as never beCore, the governments-particularly the
Dominion and provincial-are playing a part in economic

activity to a degree hitherto considered outside the purview
of governmental intervention. Whether or not this is a desir­
able development is at the moment a subject of heated debate.
As one result of this increased government activity many people
are rediscovering the significance of the statement that taxes
aTC bridles which may be used by the state to guide, directly
and indirectly, the activities of the citizens along certain channels.
Governments to-day are spending money in amounts far beyond
the wildest dreams of "forward thinkers" of the past century.
The services provided by the governments are significant mani­
festations of governmental policy. But of paramount importance
is the necessary corollary to this expenditure: the sources of
revenue. Since there is a functional relationship between econ­
omic conditions and the yields from various revenue sources,
and further since it is evident that once governmental services
become established, they are rarely curtailed or eliminated, it
follows that existing governmental financial arrangements are
of vital importance to citizens in the light of changing economic
conditions.

The methods by which a government raises revenues, as
well as the purposes for which such revenues are spent, have
important effects on the economic weUare of the citizens.
Direct effects are felt through the utilization by the government
of its taxing powers as well as in the various social benefits ac­
cruing from governmental expenditures. Other, less direct, ef­
fects result from the interrelation of governmental action and
industrial activity. It is desirable. therefore, that financial prac­
tices of a government be determined with regard to their possible
effects on the different economic groups within its jurisdiction.

If the annual revenues of the government and general
economic conditions remained unchanged, the main financial
task of the governmental authorities would be the equitable
distribution of public funds. The fulfilment of the task would
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require a knowledge of the needs or demands of the POPula_
tion and a rational technique of allocating the monies aVailable
to meet these needs. If, however, revenues fluctuated while
demands on the governmen t remained fixed, the government
-assuming it knew the relative intensity of various public
needs-then would have to determine periodically an equitable
method or methods of raising the necessary revenues. When
as happens in fact, the government is faced with both f1.uctuatin~
revenues and fluctuating demands, it has to determine not only
an equitable method of securing revenues but also to determine
the urgency of the various public requirements. Tbis task be~

comes increasingly complex and its solution increasingly difficult
as government functions expand. Obviously there can be no
simple "formula" for the solution of the problem-hence the
apparently inexhaustible supply of panaceas designed to direct
the thinking of governmental authorities.

Various governments have taken somewhat different posi­
tions concerning the manner in which revenue should be raised
and the services upon which such revenue should be spent. On
tbe pretext of "balancing tbe budget" (making expenditures
equal revenues or vice versa) various political leaders have been
placed in power. On the other hand, wild spending programs,
mainly from the proceeds of borrowing, occasionally have re­
ceived popular approval and support. The techniques adopted
by a government for the raising and spending of money form
what is generally called that government's fiscal policy.

In order to understand the problems of governmental finance
and fiscal policy it is desirable to bear in mind the distinction
between public and private business organizations. A private
concern, whether large or small, is created to provide, at a price,
goods or services for the convenience of the consumer and for
the benefit of the owner. A governmental organization, on the
other band, provides services for the general public, often re­
gardless of t.he price. It is true that in both public and private
organizations money is received and disbursed, but as between
the two the manner of revenue collection and tbe purposes of
expenditure are quite different. Hence the divergence in ad­
ministrative technique. Governmental business activities, in
the main, supplement private business, except in cases where
it has been found desirable, in the interests of public welfare, to
control or assume certain economic activities.
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Governmental agencies, particularly provincial and Federal,
by their taxation and expenditure policies, cause certain re­
arrangements in the economic position of individuals within
their jurisdiction. In the field of taxation this is especially true,
since taxation often results in changes in the distribution of
private income. The levy and collection of a tax which curtails
the expenditure of the person taxed but which provides the means
of improving the health of some of those unable to buy medical
care is an example of this rearrangement. Expenditures, on such
items as welfare services and debt services have a tendency to
reallocate the incomes of individuals within the governmental
jurisdiction.

At the beginning of the modern period of democratic govern­
ment it was considered the purpose of the state (in the generaJ
sense of government) merely to protect the people from outside
invasion and to protect them from one another. Thus, armies
an navies, law courts, jails and police officers were maintained
by a levy on the people in varying amounts, depending upon
their economic position. During the past half-century, under
the impact of socialist thought and the necessities of modern
industrial society, ideas concerning the powers and duties of
government have undergone many changes. Now the state
provides many services which priva.te enterprise cannot or will
not provide. Ta.xation and other sources of revenue necessar­
ily have been utilized to a greater degree than previously in order
to maintain and expand these functions of government. But
it has been at the instigation of the people themselves that the
present extent of governmental activity has evolved.

Taxpayers universally are quick to comment upon the
burden of taxation, and sometimes slow to admit the benefits
received from governmental expenditures. The measurement
or benefit received from public expenditures is to some extent
arbitrary, while actual dollars paid in to the Treasury are more
easily counted. But, when highways are constructed and main­
tained, children are educated, diseases and epidemics controlled,
hospitals maintained Cor public use (and benefit), contributions
for the support of governmental activities cannot be considered
as lost to the taxpayers. It is the right of the taxpayers, how­
ever, to demand in these services the standard commensurate
with their contributions.
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In times of war certain problems become intensified while
others become less significant. In normal times, problems emerge
either as a result of legislative enactments (both provincial and
Dominion) or as a result of administrative policy. When a state
of war or national crisis exists, however, many difficulties in ad.
minist,ration arise not because of policy but because of reper­
cussions resulting from the dislocation of the national economy.
Due to defence measures within Canada. the military units will
absorb some of the unemployed, thus relieving somewhat the
strain of relief payments by the provinces. On the other hand,
the df\bt position of Nova Scotia, and other provinces as weU•
may become precarious should interest rates rise or the Domi_
nion government, through artificial controls of one sort or another,
gain complete control of the existing money markets. These
and other issues of importance to the provincial economy are
discussed in a final chapter.



CHAPTER I

Provincial
Expenditures
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Chart V

THE DISTRIBUTION OF THE PROVINCIAL
REVENUE DOLLAR

Fiscal Year 1931
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Each dollar spent by the province in 1937 was distributed among

the various governmental 8(!Tvices in the manner illustrated above. The
chart is arranged to show the percentage distribution or provincial revenues
-ror example 43 cents out or every dollar spent is allocated to bighwa~'

construction, 18 cent.s ror debt service, approximately 6 cents ror education.
and so on. Why the administration should allocate each dollar in such a­
manner is & major problem in the examination or governmental fiscal policy.



CHAPTER I

PROVINCIAL EXPENDITURES

A HOUSEHOLD usually bases its expenditure on the size ot
its income. A government appears to proceed differently­

to decide first upon the size of its expenditure, and then to search
for sources of revenue adequate to cover the determined expendi­
ture. This difference, however, is more apparent than real,
especially in the case of many of the provincial governments. The
revenue possibilities of such governmental units are limited. At
any given time, a government, like a householder, must adjust its
expenditure to available revenues or else go into debt. Never­
theless, as expenditure needs increase, with the passing of time,
the government must try to tap new revenue sources. For this
purpose the taxpayer may be allowed time to adapt his schedule
of expenditure to higher or new government levies. Hence, in­
creasing expenditure needs often must be met, in the first instance
at least, by the creation of new debt.

Unlike private corporations, governments, generally, do
not make it their aim to provide goods and services at a "profit".
In other words, the expectation of direct monetary return is
not the motivating force behind all governmental expenditure. It
falls to governmental organizations to provide those services in
which private enterprise is not interested, as well as those in which
control or regulation is necessary for the public good. However,
scope and detail of public business are by no means constant­
public demands anQ. social consciousness change. So long as
the people of the province demand public services, expenditures
must continue. But there is no simple formula for allocating
expenditures as between the various services. Whether, for
example, the government should spend more on public health
and less on highways, cannot be determined by the application
of accounting techniques. The usual direction afforded the gov­
ernment is the popular will expressed by ballot.

At the time of Confederation what were then the main
governmental functions were entrusted to the Dominion govern-
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Chart VI

DISTRIBUTION OF PROVINCIAL EXPENDITURES
Fiscal Years 1925-1937
(charged to current. account)
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payment or interest on obliga.tions or the Power Commission. See
rootnote, page 11.

'2 Includes expenditures ror administration or justice. grants and other
miscellaneous expenditures.
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ment, while to this and other provinces were delegated the admin­
istration of justice, welfare and certain public works and other ser­
vices of a provincial nature. As public opinion on social issues
changed, there emerged a wider interpretation of provincial
obligations, and consequently a rise in total expenditures, as
indicated in Chart I.

To provide and administer modern public services in Nova
Scotia some degree of organization is necessary. Departments,
commissions and boards have been created to administer the
many services now provided. The departments of the public
service are those of the Provincial Secretary, the Provincial
Treasurer, Attorney General, Municipal Affairs, Lands and
Forests, Public Works and Mines, Labour, Education, Pub­
lic Health and Highways. The nature of the services pro­
vided by these departments may to some extent be Werred
from their titles, but some services cut across these departmental
divisions. For example, in addition to the services administered
by the Departments of Public Health and Labour, certain other
welfare services are provided by the Attorney General's Depart­
ment and by the Department of Public Works and Mines. Special
services have been delegated to permanent boards and commis­
sions, notably the Power Commission, the Liquor Commission,
the Workmen's Compensation Board and the Board of Public
Utilities.

In any discussion of governmental expenditures one has to
consider not only how much the province spends through its
various departments and commissions, but also on what or for
what purpose the expenditures are made. It is necessary to
examine carefully the relative amount of expenditure on the
various services in order to understand their importance in the
fiscal policy of the Government. Chart VI indicates the dis­
tribution of expenditures over the period 1925 to 1937.

Table I, (p. 10) presents in summary form the purposes for
which expenditures were made and the amounts of money dis­
bursed during the fiscal year 1937. It will be noted that expendi­
tures are divided into what are called current and capital: current
bei,ng those ordinary recurring expenditures which are financed
by Federal subsidies, taxation, licensing, et.c., and are anticipated
each year in the regular discharge of business: capital those which,
by the fact that they are in the main met by borrowing, are dis­
tingUished from current expendi-tures. This distinction was
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Amount-

$ 3,130,000
676,000'

453,000
1,704000,
1,276,000

35,000
206,000
553,000
255,000
298,000

1,982,000
452,(l()()I

made in the accounting technique of the province in the latter
part of the nineteenth century so that expenditures could be
made under the heading of capital without causing an apparent
deficit in the current budget. In practice this classification has
continued. The significance of the capital account is discussed
in Chapter VII. In the present chapter discussion centres On
expenditures charged to ordinary revenue.

Tabl. I
ANALYSIS BY SERVICES OF PROVINCIAL

EXPENDITURES
Fiscal Year 1937

CURRENT EXPENDITURE
Service

Debt Administration:
(&) General Debt.......... . .
(b) N. S. Power Commission .

Public Welfare:
(a) Relief ..........................•.........
(b) Other .

Education .
Administration or Justice . . . . . . . . .
Legislation .
General Government. . . . . . . . . . .
Agriculture. . . . . . . . . . . . . . .
Public Domain. . .
Highways, Bridges and Ferrie8 (Maintenance) .
Other. . . . .

Total Cu,.,.~nt Expenditure ...

CAPITAL EXPENDITURE
Public Works:

(&) Public Buildings. . .
(b) Highways, Bridges and Ferries (Construction)
(c) Other... . . . . . . . . .. . .

Other. . . . .

Total Capitol Expenditure .
Total Expenditure .

$11,020,000

147,000
8,925,000

206,000
67,000

9,345,000
20,365,000

1 FInanced alo presenlo by Nova SooUa Power Commission.
2 Including paym6llU 1(1 sinking fund and for deblo retlremenlo (1286,000).

I t will be noted from Table I that debt service was the largest
single item of expenditure in 1937. The approximate figure
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13,700,000 indicates the cost to the people of the province in
the year 1937 for the use of goods and services to the accumulated
amount of about S90,(X)(),OOO. This expenditure is classified
into two divisions: general debt charges a-nd Nova Scotia
Power Commission debt charges.

The annual outlay for the servicing of generaJ debt increases
with the growth of new debts, but not quite so rapidly in recent
years because int-erest charges on borrowed funds have been
ralling. In 1937, general debt charges amonnted to $3,130,000
or approximately twenty-eight per cent of total current expendi­
tures. The debts for the most part were created for the construo­
tion of highways, public buildings and refunding of past debts.

Interest payable for debts contracted by the provincial
government' for electric power development in the provinoe
amounted to $676,000 in 1937. This, however, is not a direct
charge on the taxpayer since the government is reimbursed each
year by the Commission for the amount of interest. In 1919
the Power Commission was created to develop electric power
resources throughout the province. The work of the Commis­
sion has been mainly the construction and operation of power
stations. particularly on hitherto undeveloped waterways. It
also engages in retail distribution of power to rural areas. But
the latter function, in the main, is incidental to its power de­
velopment program.

Expenditures for public welfare took second place during
the fiscal year 1937. Approximately $2,210,000 or twenty per
cent of total current expenditures represents disbursements
made through provincial channels. The Federal Government
has co-operated with the province in providing certain relief
and welfare services. If Federal grants and municipal contri­
butions were included in the net expenditures on relief and wel­
rare the total would amount to about $6,000,000'.

Unemployment and relief measures served to increase ex­
penditure in the depression years. The position of Nova Scotia.
in the matter of relief is discussed in the following chapter.

I The Power ComIDilmon (for the ftrst. t.Imel floated Its most recent loan on lU o ....n 10_
ItJat.lve. However without provincial ~pport (expl'85led or implied) It II impro­
bable tbat It can conduct Its nnanee. AI an independent orga.olUtlon_

2 DomlnloD cont-rlbutiow for welfare during 1937 were as follo'l'l'1l:
Old age pensIoDli .••••......•....•....•....••.•11.817.000
Direct renef grant.. . . . . . . . . . . . . . . . . . . . . . . . . . . . 399.000
Flsbermen'l loan•.... , ...........•.... , .. . .. . 163.000
Rellef project.s , . . . . . . . . . . . . . . . . . . . . . . . 120.000
HII:hway rellef ...................••..•......• 1.137,000 (+accrUall)
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Expendilures fOf. the maintenance a~d upkeep of highwaY$
amounted Ioa pproxunately $1,982,000 ill 1937. This repre­
sents aboul8ghteen per cent of total current expenditures but
it will be ... from the figures in Table II and Charts VII and

Table II

ANALYSIS OF HIGHWAY DEPARTMENT
EXPENDITURES
Fiscal Year 1937

(Figures to nearest thousand)

CURRENT EXPENDITURES
AITIount

475,000
1,104,000

241,000
162,000

5 1,982,000Total ()1ent Expenditures.

""",.
Maintenance:

Main highl\l'S· . , . . . . . . . . . . . . . . . . . . . . . . . . . .. S
Secondarr~hways and district roads .

Bridges, .... -" .
AdministraDll. etc..

CAPITAL EXPENDITURES

. . ... . . .. . . . .. . .

Construe/ion. t1Iacement, Etc.
Main or t~highways:

(8.) ordilllll1CODstruction ..
(b) hard_acing:

(1) pl't'fllC'tory work .
(2) ,,,,,",,, .

Secondary~:
(a) ordiDll1 construction ...
(b) hard sffacing:

(1) p"""tory work.... . , .
(2) ,wfJi"g. . .

Culverts. .. . .
Bridges , .
Aid to incapt'ted towns(For road building) ..
UnemployIflllllRelief Projects .

(Joint e~ture Trans Canada Highwayl)
TotaL., .

Miscellan~

Capita11 . ,'" .

Other1 ..................•....•....•..

Total £:lpenditure .

11,000

3,534,000
2,324,000

725,000

130,000
76,000
29.000

731,000
191,000

1,173,000

S 8,925,000

153,000
190,000

511,250,000

1 See Chapte:t=~' .2 Mach1ner ' real estate. storm damage, otnce equipment.
3 Ot!lce and Account, gelleral inspection. surveys and drafting.
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XV that when capital expenditures are added the total outlays
for these purposes amounted to over $11,000,000. The revenue
to meet the additional outlay was raised by borrowing. Thus
in reality the gross expenditures for all highway purposes as seen
in Table II are far greater than those for other purposes.

Two factors, in the main, account for the outlay for the
building of bard-surfaced highways: firstly, the desire for
improved communication in order to encourage inter-town
commerce and the extension of the market for the natural products
of the province; and secondly, the attempt to encourage the
tourist trade.

The cost of constructing, highways in 1937, amounted
to almost 59,000,000. The earnings from the various
sources of revenue "allocated to highways", that is, the muni­
cipal highway tax, the gasoline tax, and motor vehicle regis­
tration fees, amounted to approximately $4,800,000. This
represents a sum which for the first time since 1930 was sufficient
to maintain and finance the roads already built although, of
course, not sufficient to provide for the complete and early
amortization of the total debt incurred for the construction of
these highways. In other words, up to 1937 the general taxpayer
was contributing to the maintenance of the roads and the annual
interest charges. But after 1937 the motorist maintained the
roads while the general taxpayer still contributed to the amort­
ization of the debt. However, in this instance, it appears ridic­
ulous to attempt to allocate the costs of highways to particular
groups within the province. Such cost is in the nature of an
"overhead cost". The distribution of maintenance revenues
is indicated in Chart VII (p. 14.)

The average difference in the past few years between the
total expenditures on highways (including debt service charges)
and returns from the various taxes imposed on the motorist is
somewhere near six million dollars. It is doubtful whether the
increase in tourist traffic or industrial traffic will prove adequate
to make up this deficiency which hitherto has been an increasing
one and which may have to be met by the taxpayer. If the tour­
ist trade should enrich the province to the extent of making poss­
ible the liquidation of the deficit, the burden on the taxpayer
Would be eliminated and the road program would have justified
itself. If this should fail to materialize, highway finance would
become a burden on the provincial economy. It appears that,
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although the building of roads to encourage the tourist trade
is both offered and received in some quarters as a rational reason
for these large expenditures, the transportation needs within
the province, irrespective DC "windfalls" resulting from tourist
traffic, have provided the main justification.

Chart VII

TRENDS IN HIGHWAY MAINTENANCE FINANCE
Fiscal Years 1930-1938

·········· ···· · ··· ····· · ·· ····· ··· ····· ······· ···· ··· · ·· ···· · ·· ·· ·· · ·· ·
· ····· ···

··········· ····· ··· ·· · ··.. · · · · ··· ··· · . · ·.. · · · · ·· · · ·· ··· ··· ·· . · · ·· ······

LE.GENDo PROVINCIAL GRANT

D GASOLINE TAX

o MOTOR VEHIC
LICENCES

• HIGHWAY TAX

4,000

.
3.500

$ 4.500

ooos
OMIT1tO

3 • 000 1-=0--

2.500

2,000

',500

'00

1.000

Within the past few years the distribution of relief through
public works has encouraged the general policy of highway con­
struction. In this particular instance it provided a relativel,}'
expedient method of dispensing relief to unemployed persons
throughout the province--a method preferable to the dispensing
or direct relief.

The paving of trunk highways is to be completed by 1940
if the government's plan is successfully concluded. The foUow-
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ing figures presented in Table III illustrate the progress III the
past five yea.rs.

Table III
HIGHWAY PAVING 1934-1938

Year Miles prepa_red for pa.ving Miles paved

1934.......... 173 18
1935 ............ 272 146
1936. ......... 243 184
1937. ....... 139 300
1938. 119 120

The next item of ordinary expenditure in order of size IS

public education. It has been increasing in recent years. In
1937 the province spent $1,283,000 or almost twelve per cent
of ordinary expenditure for the purposes outlined in Chart VIII.

Public education is organized on a regional basis, with the
greater part of the burden of finance falling on the school sec­
tions and the municipalities. 3 Provincial expenditure for public
education includes annuities to retired teaehers, grants to teach­
ers, assistance to needy school sections (at present about twenty­
five per cent of all rural school sections), the provision of free
text books in the common school grades, and the payment of
salaries and expenses of school inspectors.4 The expenditure
in 1937 for these services amounted to $994,000 or about twenty­
three per cent 'of total expenditure on education within the pro­
vince. 6 In addition to the above expenditures the Department
of Education is responsible for the administration and mainten­
ance of the Provincial Normal College, the technical schools
and the Technical College. 6 Other services such as circulating
libraries and rural education also are provided by the Depart­
ment. These bring the provincial government's share in the
total expenditure for education to approximately twenty-nine
per cent. Compared to 1925, this is an increase of twelve per
cent in the province's share, due mainly to higher teachers' an­
nuities, larger grants to school~ and the provision of free text
books.

3 There are 1758 school sections at present In the province. Of this number 1.480 are
rural sections. 233 village and 49 urban. Le. cities and Incorpora.ted towns.

4 There is an inspector In each of the fourteen Inspectoral districts into which tbe pro­
vince 1s dtvlded.

~ AFPProximately $4.315,000 was spent on education by all educational authorities.
or technical education the province each year receives a Dominion grant amount­

In,g.ln 1937. to about forty per cent of the total outlay for the province. The Col­
age of Agriculture Is administered by the Department of Agriculture.
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Chart VIII
DISTRIBUTION OF PROVINCIAL AID TO

EDUCATION
Fiscal Year 1931

TEACHER'S
ANNUITIES

50.4'.

AG.COLL G[2.

MISCELL. e.ll
utl.illlU
UIA".
l\uUol£~

The weakness of the financial organization of public educa­
tion in Nova Scotia, as well as its administrative defects, is wide­
ly recognized as the chief obstacle to the development of a broad
program of popular education. In view of this fact, reform prob­
ably is inevitable in the near iu ture. In any financial reorganiza­
tion that may be proposed, it is highly probable that the province
will be called upon to assume larger financial and administrative
responsibilities. 7 Inequalities in financial resources as between
section and section, county and county, and rural and urban
areas, point to the necessity of centralizing education finance.
Equalization of assessment and rating to provide school revenues.
require the establishment of a central authority.

It may be argued that the Federal Government should as­
sume a portion of the expense of certain educational services on

7 See Fletchel'. B.A., T~ Nut SliP in Co:rnui'ian Eduwtlon, (Toronto. Macnilllan Co••
1939), for an e1aboratJon of lbls view.
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the ground that their scope and quality are unequal as between
the various provinces, because of variations in taxable capacity.
But such Federal aid obviously would be contingent upon an
economic reallocation of responsibility between the Dominion,
provinces and municipalities.

It has been pointed out that one of the problems of policy
is the relative distribution of expenditures among the various
services. The government now spends over eleven per cent of
current revenue on education. It is difficult to see how this could
be increased under existing .financial arrangements. It may
be assumed, however, that the rationalization and centralization
of the public school system would result in considerable economies.
Furthermore, an educational program directed to the needs of
the community would yield indirect returns through the increased
producti\'ity of the people and of the provincial economy as
a whole. 8

In 1937, expenses for general administration amounted to
approximately $550,000 or about five per cent of total ordinary
expenditures. These expenditures were distributed as follows:

Ministers' salaries $ 35,000
Sala.ries of departmental staffs ............•........ 112,000
Depa.rtmental expenses. . . . . . . . . . . . . . . . . . . . . . . . .. 110,000
Maintenance of departmental offices. . . . . . . . . . . . . .. 94,000
Motor Vehicle Division........................ 80,000
Bureau of Information. . . . . . . . . . . . . . . . . . . . . . . . . 110,000

According to the provisions of the British North America
Act, the provincial government maintains courts throughout the
province for the trial of criminal and civil cases. The cost to
the people of the province oC administering justice amounted to
$35,000 in 1937. This sum was made up mainly oC salaries of
court officials ($8,000) and costs of prosecution ($20,000), the
salaries oC judges being paid by the Federal Government.

The Legislative A8sembly costs on an average 549,000 per
year. There are thirty members each receiving a remuneration
of 81,000 per year as well as necessary travelling and other ex-

8 Fletcher. op. cU. p. 1)5. "If a country thinks It I~ too poor to alTord good scho:)ls, It
will remaln toO poor. until It hall the courage to inve~t in good schools. There Is
an economic foundation that justllles the sotllng apart of 25 per cent of the popula-­
tlon fI.iI students and at lp.a.st 2 per cent as t<lachers. yet It Is dlfllcult to find the
money to do so. l<'lfty ye3.rs ago the growth of machinery and productive capacity
Wall not enough to justify the kind of extended modem educational program every·
whel'9 envlsa~ed by educatlon!l.1 plannenl. 'ro-day there I.s no question 1011&10 t.ba
Productive cJ.pa.city e~ a~d Indeej can through I'ducatJon ba lncrea!led."



18 Provincial Finance in Nova Scotia

panses. In a year in which an election occurs, larger SUms are
necessary. The expense of the general election in 1937 amounted
to $137,000, a~ compared with the expenditures of $123,000 in
1933 and 42,000 in 1925. Greater care is now being taken in
the compilation of voters' lists and the supervision of polling
accounting, in the main, for this increase.

The development of agriculture has long been one of the
prima.ry interests of the provincial government. At present
the Department of Agriculture is active in bringing to the a~

tention of the farmers new developments in the practice of
scientific agriculture. This is done, in the main, through the
Extension Division of tbe Department of Agriculture. Slightly
less than $250,000 is spent annually in the interests of the farm-•
ing communities.

During the last two decades the provincial government has
been spending the major portion of available revenues for de­
velopmental purposes. Thc inad~quacy of existing methods of
production (particularly in the primary industries), th~ incidence
of national policies, and the emigration of enterprise and capital
have resulted in the dislocation and retardation of the develop­
ment of the provincial economy. In order to offset these tend­
encies the governmental expenditures have been directed towards
the provision of productive facilities such as cheap and abundant
electric power and improved transportation systems. (It may
become necessary to supplement these expenditures by subsidiz­
ing certain industries in order to obtain the optimum utilization
of the equipment and resources already provided.) Along with
this trend in expenditures, welfare services have been expanded
in order to ameliorate the effects of a relatively stationary period
in the development of the provincial economy.
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CHAPTER II

EXPENDITURES ON RELIEF AND PUBLIC
WELFARE

AN examination of Nova Scotia's position with regard to'
the financing of unemployment relief and other public wel­

fare services is necessary in order to complete the picture of
provincial expenditure. A detailed discussion of the many inter­
related aspects of administering social services is beyond the
scope of this bulletin. The brief outline presented in this chapter
is designed to place the problem of relief in its setting in the whole
field of provincial finance.

Until 1926 the standard of public welfare services in Nova.
Scotia was considerably lower than that of most other Canadian
provinces. In that year expenditure on such services were
restricted to provisions under the poor law and included public
health, hospitals, and the care of indigents. These expenditures
amounted to $416,000 or fourteen per cent of the total ordinary
expenditure. In 1936 the proportion had increased to twenty­
one per cent, (or approximately $2,157,000), the highest of all
provinces except Manitoba. The increase was due mainly to
the introduction of Mothers' Allowances in 1931 and of Old
Age Pensions in 1934, although all the social and welfare services
were extended in this period.

Since 1931 expenditure for unemployment relief has been a
major item in the budget for public welfare. The unemployment
problem created by the economic depression after 1929 has
proved highly intractable, despite a measure of recovery in some
industries. Although the structure of the provincial economy
is relatively diversified as compared, for example, with that or'
the Prairie Provinces, certain sections are very vulnerable.
The fishing, lumber, and coal and steel industries are especially
sensitive to fluctuations in outside markets. Nova Scotia, there­
fore, in common with other provinces, is subject to the cyclical
variations in the economic system and the concomitant periods
of industrial unemployment. The severity of former periods of
unemployment was mitigated, however, by the proximity of
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the province to the expanding economy of central and western
Canada and the United States.

Until the present period, therefore, the province has never
found it necessary to be greatly concerned with measures for
the relief of unemployment. Public Welfare services, which,
under the British North America Act are mainly a provincial
responsibility, had been left largely to the local units (cities.
towns and municipalities). Until 1930 relief to indigents was
provided only under the Poor Law or by local voluntary effort.
Under this system, institutional care on a county basis, is given
in a poor-house, and "outdoor relief" is provided occasionally
at the discretion of the Overseers of Poor in each Poor District.
The residents of the county and district are rated to provide these
services.

This system proved totally inadequate to cope with the
unemployment and destitution of the present period. While
the responsibility of administering unemployment relief, and the
costs of such administration, still rest with the local units, the
province has assumed an increa-sing share of the cost of this
service and of public welfare generally.'1 From 1930 to 1936,
approximately $12,000,000 was spent for relief purposes, in­
cluding direct aid, public works and highway relief, and land
settlement. About a third of this sum was contributed by the
Federal Government, at first on a tri-partite plan and later by
agreement with the province on the basis of need.

The causes of unemployment in Nova Scotia are various.
Much unemployment is seasonal-in lumbering, fishing, etc.
Unemployment of a temporary nature also occurs, due to dis­
turbances in outside markets. Some unemployment appears
to be relatively permanent-in regions where resources have been
worked out or where industries have closed down. The volume
of unemployment is greatest from January to April, and least
from August to October. Construction projects are halted by
the winter season, and production in the coal and steel industries
falls abruptly with the closing of the St. Lawrence ports. The
increased activity in lumbering and at the port of Halifax is
not enough to offset the prevailing trend and usuall:;' there are
from eighty to ninety per cent more unemployed in February
than in August. "The halting of emigration to the United States
and the reduced opportunities in central and western Canada

9 Acts of NOl>a Scotia, 1932, 1934 and 1935.
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have caused a growth in the population beyond the normal ab­
sorptive capacity of the provincial economy". to Thus, while
the volume of employment in 1937 surpassed the peak of 1929,
and while it has been possible to curtail relief services until at
the beginning of 1938 relief was administered in only five munic­
ipalities (as compared with thirtY-<Jne in 1933), the problem of
unemployment remains.

Chart IX

DISTRIBUTION OF PROVINCIAL EXPENDITURES ON
PUBLIC WELFARE

Fiscal Year 1937
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The present cost of welfare services is indicated in Chart
IX above. It will be noted that in 1937 the province from cur­
rent revenues supported seven main services. These expenditures
do not include public works and highway construction designed

10 Stydlell of the Iostltute of Public Affairs, Dalhousie University, Canada's Urwin­!'..~_mml Prf)bltm, edited by L. Rlchtel", (MacmJJlan 00., Toronto). p. 18, herein·
........ Cited Rlcht.t'r, Ganado's UnemplQvmmt Problem.
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also to reduce unemployment. The major expenditures in 1937
were for old age pensions, unemployment relief and mothers'
allowances. Should the Dominion Government assume complete
responsibility for Old Age Pensions and Mothers' Allowances
as is urged in some quarters, a considerably larger sum than i~
a.t present available could be allocated by the province to other
wellare services.

The question of work relief versus direct relief may be dis­
cussed at this point. It is probably impossible, without the social_
ization of the national economy, to take care of all the unemployed
through a program of public ·works. On the other hand, the
policy of direct relief alone has proved very costly in terms of
morale. The argument that the cost of public works is excessive_
ly high is not particularly well founded. In certain types of
public works such as secondary road-building, it is estimated
that it requires three times the expenditure to maintain a man
and his family on relief works as on direct relief-due to costs
of materials, equipment, transportation and management. 1I On
the other hand, it has been found in certain 'V. P. A. projects
in the United States that from eighty-five per cent to ninety
per cent of the sums spent on materials goes ultimately to wages
to labour. It It appears, therefore, (ceteris paribus) that the bulk
of all monies expended for work relief are spent on consumption
goods, thus stimulating production in many lines of the primary
and manufacturing industries. The financial outlay required,
however, makes it economically impracticable, perhaps, for
governments to depend exclusively on this form of relief during
a period of economic crisis. Admitting this, it is essential that
work relief should be undertaken whenever possible, in order
to prevent workers, during long periods of idleness from becoming
unfit for reemployment. For this purpose, some system of work
relief relays might be used.

Throughout the depression period Nova Scotia has carried
. out as part of its unemployment relief program a number of
public works projects, undertaken in cooperation with the Fed­
eral and municipal authorities. In addition to various municipal
works, the provincial government contributed to the cost of
constructing 135 miles of the trans-Canada highway, and in
1934 embarked upon a program of hard-surfacing of trunk high-

11 Rlehlef', op. cit., p. 317.
12 ]lri4.• p. 318.
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ways and other roads. Other provincial works included the
preparation of roads for surfacing, the construction of bridges
and the elimination of grade crossings.

Table IV

SOME DIRECT AND INDIRECT EXPENDITURES FOR
RELIEF AND RELIEF WORKS

Fiscal years 1931-1938

(In thousands or dollars)

Objects of
Expenditure 1931 1932 1933 1934 1935 1936 1937 1938 Total

S S S S S S S S S
Charged to
C14rrmt Account:

Direct Relief ..... .. . ... . . . .. . . . .... 298 151 449
Contributions to
MUll. Pub. Works. ... ... . .. . .. . . . ... 108 90 198
Assistance to Fish-
ermen .. ......... . .. . ... . .. . . . . .. . ... 93 147 240

Charged to
Ca~tal Account:

irect Relief ...... 112 216 678 559 404 95 .... . .. 2,060
Contributions to
MUll. Pub. Works. 144 172 7 75 34 80 ... . ... 512
Highway relief
work ............. 928 1,376 791 276 796 1,057 1,173 464 6,861
Loans to Fishermen . . ... . .. . ... 37 59 21 117
Land Settlement! .. .. 113 510 264 58 31 24 20 1,020

1 Disbursements (or Land Settlemen£ are made tbrough the Land Settlemeo£ BO&l'Cl
created In 1932 (AcU of N. S., 1932. chap. 8.)

Table IV above summarizes the expenditures for various
relief and unemployment assistance projects from 1931 to 1938. It
must be noted that the Federal and municipal governments contri­
buted to the finance of relief as pointed out above (p. 11). Ex­
penditures for highway relief including the rrrans-Canada high­
way accounted for the major percentage of the total outlay.

It is vitally important to the economic welfare of the pro­
Yince that social services should be maintained and, if possible,
expanded. Because of the predominantly rural nature of the
provincial economy it would appear that some encouragement
should be given to the primary producers. A step in this direc­
tion has been made by the provincial government under the
Nova Scotia Land Settlement Act. In addition, loan funds have
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been created for the rehabilitation of fishermen who have of, .
fered through loss of equipment.u

One solution to the problem of maintaining welfare services
has been suggested, namely, a national system of social insur~

8.Dce. I
' Under such a plan the province would be relieved of

the costs of old age and widows' pensions and of short-term un­
employment. It has been recommended also by the National
Employment Commission that the Federal government should
assume responsibility for unemployment aid for the employable,l5
Because of the relative flexibility of its revenue system the
Federal authority is in a better position to meet the widely
fluctuating requirements of this service. This would leave only
the cost of the Cafe of unemployables to the province and muni­
cipalities, which service could be organized along with the present
hospital and other institutional services, according to the type
oC need to be met. However, the problems of revenue raising
as well as the tasks of uniform administration and expenditure
are not likely to be shouldered by the Dominion government
without considerable opposition.

13 Ads of NOf(l Scotia, 1931.
14 Rlehter, 011. eft., see particularly p. 300 t' U/l.
16 National Employment OolJllIlisBjon. Final RePQTl, 1938. p. 30.
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Chart X

THE SOURCES OF THE PROVINCIAL
REVENUE DOLLAR

F;"cal Year 1937

ORDINARY

L1CtNCtS
7.7'

TAXtS
23.2'

BONOS
30.2"

SU8SIDItS
9.8"

4.2'
pUB-DOMAIN

BORROWING
'The various sums that make up the provincial revenue each year

were derived. in the main, trom the sources illustrated above. Nearly 7
cents from the sale of liquor, approximately 10 cents from the Dominion
Government. 23 cents from various taxes, 30 cents from long term borrow­
ing, and so on, make up each revenue dollar in 1937. Whether or not the
present arrangement of revenue sources is satisfactory is among the more
important questions of financiaJ management.



CHAPTER III

PROVINCIAL REVENUES

THE activities of the provincial government involve Dot
only the spending of money but also, as a consequence, the

raising of revenues to meet the expenditures. Each year the
citizens are informed, through the press or elsewhere, that a
stated amount of money will be necessary for the continued per­
formance of the public services throughout the province. Con­
tributions to the "public purse" are not merely an occasional,
unpleasant duty. Indeed the many and varied ways of raising
revenues have made the citizen extremely tax-conscious. In
return for his contributions the taxpayer obtains a diversification
of services. A major task of the government is to determine
(and justify as far as possible) the schedules of taxes, rates and
charges to be borne by the various economic groups within the
prOVIDce.

The revenues which flow into the provincial treasury may be
classified as follows: (a) that from the direct sale by the province
of commodities and services; (b) that derived Crom a part of the
income of the citizen and paid by him to the Treasury in satis­
faction of some particular revenue law; (c) those revenues avail­
able to the province due to its position in the hierarchy of gov­
ernmental organizations, i.e. federal grants and subsidies; (d)
those revenues obtained by the province through the use of its
credit, i.e. through the creation of debt. II A brieC discussion
oC each kind of revenue is presented in the rollowing paragraphs.

Included in the first classification of revenues-namely the
sale by the province of goods and services-are items like the
revenues derived from the sale oC liquor, the leasing of mineral
rights, the granting of timber licenses or sale of timber Crom
Crown Lands, the charges for supplying electricity, water, ferries,
hospitalization, etc. In all these instances, the government
sells goods or services to citizens at a price. IC the price charged
is more than sufficient to cover the cost of the goods or services

16 A dlllCu811ion ot borrowing Is prMented In Chapter VU.
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provided, then the government secures a revenue because th
price includes something in the nature of a hidden tax. On th:
other hand, if the government sells goods or services at a pri
below the cost of production, then it is subsidizing the consume:
of that particular good or service. When it sells above cost
it is presumably trying to add to its revenues but if it makes the
price so high that consumers cannot afford to purchase as much
as they would otherwise, then it is likely that fewer units are
sold and revenues fall. Thus, in the case of the sale of liquor, if
the government desires to get the maximum revenue from liquor
in general, it would vary the relative prices of the di.fferent kinds
until it found out by trial and efror just what prices maximized
revenues. Of course, if the government desired to reduce the
consumption of liquor then it would simply raise prices high
enough to reduce demand-and, incidentally, revenue.

It is not necessary, at this point, to discuss the extent to
which governmental agencies should own or control forms ot
activity which may be undertaken by private business organiza~

tions. Such services as electricity, water supply and transporta­
tion are sometimes provided by governmental agencies and some­
times by private concerns, the latter often being subject~d to
government control over their prices or profits. Whether certain
industries should be under governmental or private ownership
depends upon the comparative efficiency of both forms of or­
ganization and the degree to which, as a factor of public policy,
it appears desirable for the government to control monopoly
practices.

When the government sells goods at a price below cost,
then it is presumably trying to extend the sale to consumers
who could not otherwise purchase. Thus in the case of hospital
services, if a government wishes to extend this service so that
it may be available to persons of small means, then it may sell
its hospital services for fees that do not cover the total cost,
the general taxpayer being called on to make up the difference.
It is not so long ago that education was sold at a price (fees).
Now, on the ground that education should be available to all, it
is provided freely, in its elementary forms at lp,ast. It may
be asked whether health services are not as necessary as edu­
cation in the maintenance of human resources and why they
should continue to be sold at a price while education is free.
The solution of the cost-price problem to a large extent is de-
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pendent upon the availability of resources and the demands of
the people for services.

Somewhat similar considerations apply in the case of licenses,
fees and fines charged by the province. In the case of motor
licenses the price should have some relation to the costs of the
services given (i.e. highways), to the other charges laid on the
motorist (i.e. gasoline tax), and to the general policy of the gov­
ernment (i.e. whether or not it wishes to subsidize road trans­
port at some expense to the general taxpayer). The other li­
censes, perrni ts and fines charged by the province cover many
services, usually representing payments for some privilege given
by the government, or representing a method by which the gov­
ernment controls particular privilege. Apart from motor li­
censes, the revenue coming from the many other licenses and
permits is comparatively small.

Public Domain, at one time, was an important source of
public revenue. The term includes the natural resources with­
in the jurisdiction of the government. Thus an area that possess­
es large timber and mineral resources may utilize these for revenue
purposes through the sale or lease of rights to exploit these re­
sources. Various techniques may be employed such as a specific
levy, per unit of timber cut or minerals mined as the case may be.
The policy of the government with respect to this source of re­
venue will, to a large extent, determine its continued productivity.

The second kind of revenue available is that derived from
taxation. A tax, for present discussion, may be considered as a
compulsory contribution to the state for public purposesY
Taxation may take a variety of forms, Qut in the case of the pro­
vincial governments in Canada they are limited by the British
North America Act to the use of certain types. Some of these
taxes lie on certain expenditures made by citizens and firms,
as for example, the amusement tax, the gasoline tax and, in cer­
tain central and western provinces, the retail sales tax. Other
taxes lie on the property of citizens like the tax on real property

11 To find the "best" definition of a tax is an interminable Inqlllry. Fo!:' a collection
of definJtlolls see. R. Jones, TM Notur, and Fir$! Prfncfpu 0/ Ta%aUcn. (London.
P. S. King & Son). A discussion of principles of ta.:xatlon 18 not wlth.ln. the scope of
this bulletin. Such prlnciplCl &IJ "taJr:aUon accoI'ding to benefit" or "tuatfon ac­
cording to abUlty-to-pay" have se!:'ved so many m&IJters In such devious wa,Yll that
a complete hlBtorlcal IIUrvey would be necessar'Y In order' to present the objactlvel
and tbe admtnistraUve difIlculties. One cannOl. avoid the reference to BOrne politi·
clans wbo advocate tamtlon either' according to the principle of "least oute%y"
or "according to tnabWty to resist". U lB a sad commentar'Y on democratic inBtitu­
t1ons. particularly OD this continent. that in tbe application of what are accepted
Jl:! political principles, or-ganiuld seifusbnllS8 apper.rs to play a predomlnanl. part.
UI lobe formulation of tax policy.
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under the Public Highways Act, the taxes on the capital stock
of certain companies and the succession duties on the transfer
of property at death. Still other provincial taxes lie on income:
in this province a tax is levied on the revenues of certain corpora_
tions, but some other provinces in Canada apply income taxes
to both corporations and persons.

In any examination of the various provincial taxes, questions
concerning the nature of the present tax structure are likely
to arise. It may be asked whether the tax system of Nova
Scotia is calculated to place the burden of public expenditure
on those most able to bear it, whether all available sources out­
side of obvious Does have been tapped, and whether the diversity
of the present tax system leads to administrative difficulties
and leaves obscure the final incidence of the burden. In these
circumstances, it is natural to expect that some people should ad­
vocate a "simple system", in the light of confusion and incom­
petent administration resulting from the present heterogeneous
ta:'(6S. But no single tax, yet devised, can express the obligation of
every citizen to the government. Wealth is held in many forms,
people benefit in many ways, and money (or income) is derived
from many activities. Furthermore, (within rational limits) no
one tax could yield the necessary revenues. While the pres~nt

diversity of taxes seems to be a cumbersome method of raising
revenue, it is probable that the inequality of one tax in the sys­
tem is offset by that of another so that in all the system may
avoid great inequalities in relative burdens.

But as provincial taxes rise, it becomes necessary to devise
a tax system which has. some administrative simplicity and yet,
is fairly certain to be on the shoulders most able to bear it.
The most reasonable method of achieving these purposes has
been found to be in the greater use of income taxes on both
persons and corporations, and taxes rising progressively with
Incomes.

The third source of provincial revenue is subsidies from the
Dominion government-these having been established at Con­
federation, when the province transferred to the Dominion the
right to levy customs and excise duties. The actual subsidies
paid by the Dominion have been adjusted from time to time,
particularly since the war of 1914. In addition, the Dominion
makes grants-in-aid to the provinces for specific purposes in the
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performance of which the Dominion is interested, such as old age
pensions, employment agencies and technical education.

The emergence in recent times of acute social problems has
compelled the provinces to increase their expenditures, some­
times for services that are really national in scope (like old age
pensions), but their revenue raising powers are limited as com­
pared to those of the Dominion. Hence, grants-in-aid (rom the
Dominion to the provinces ha.ve provided a method (or allowing
the provincial services to be extended. They are still somewhat
limited in scope, however.

A grant may be made in many ways. Between grants com­
pletely free from any restrictions and those accompanied by
various conditions there are innumerable classifications. A
significant illustration is the distinction between grants exclusive­
ly financial in character and those implying administrative control
on the part of the donor. The direct grant for the support of
technical education falls into the former category, whereas 8.

grant that must be matched by the provincial government, like
that for the employment service of Canada, may result in ad­
ministration by the Dominion to ensure the equalization and
gradual improvement of governmental services.

The use of the above methods of raising revenue form what
is known as the "revenue system" oC the government. Thus it
may be seen that the fiscal policy of a government is partly
determined by the availability of sources of revenue. 'fhe major
problem is to determine the effects and effectiveness of certain
policies in the light of the needs of the government as revealed
by its expenditures.

The various methods by which the province has raised re­
venues in the last two decades are presented in the following
chart, Chart XI, (p. 34).

It will be seen that in 1913 t.he major sources of revenue
were the Public Domain (mainly royalties from coal min­
ing) and Dominion subsidies. Taxation yielded a very small
revenue. It was, in the main, a tax on real property. Examina­
tion of the chart shows that total revenue in 1921 was almost
double that of 1913. A notable increase in tax receipts and the
Use of licensing charges provided the additional income. Since
then total revenues have increased year by year (in keeping
with expenditures as indicated in Chapter I) with the exception
of the years 1932-1934 inclusive, in which years a slight decline
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Chart XI

SOURCES OF PROVINCIAL REVENUES
Fiscal Years 1926-1937
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occurred. The federal policy regarding subsidies has been re­
vised from time to time notably in 1927 and again in 1935.11:

Two other features of the chart merit specific notice. In the first.
place the sale of liquor by the government has not played such
a predominant part in the raising of revenues as often reported,
although the returns from the sale of liquor have been increasing
in the past two years. In the second place the revenue from
taxation shows a steadily upward trend. This is due largely
to the taxation of gasoline sales and to a lesser extent to taxes
on corporations, and to succession duties.

Tabl. V

ANALYSIS OF PROVINCIAL REVENUE BY SOURCE
Fiscal Year 1937

Current Revenue:
Dominion of Canadal (subsidies)., ....
Taxes .
Licenses, Permits and Fees , .
Public Domain ......................•.
Liquor Control. ....
Fines and Penalties... . .
Sale of Commodities and Services .
Interest Premium and Discount .......•.
Miscellaneous..... . .

Borrowing:
Bonds, Debentures, etc. . .
Treasury Bills , , .
Tern porary Loans. . . .
Accounts payable.. . , .

Total Borl'Owing ...
Total Revenue ..

:3 1.953,000
4,413,000
1,581,000

850,000
1,315,000

23,000
12,000

1,190,000
4,000

$11,341,000

S 5,809,000
2,250,000

150,000
1,000,000

is 9,209,000
520,550,000

1 Dominion subventions and grants amounted t.o approximately 11,820,000 In 1937.
This f1gul'6 18 not Included in Provincial Revenues In this table since such money
depends upon the ability of the province each Yea!' to match the Dominion grants,

The main items of provincial taxation are gasoline taxes,
corporation taxes, and succession duties. The revenues from
these sources depend, in the main, on the rate applied and on
the economic condition of the province. For example, given

18 The mcrellse In 1027 was a. result of the Duncan Report and the increaae In 1035
'I'M an outcome of the White Report.
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the gasoline tax rate, the yield depends upon the volume of motor
traffic which in turn reflects the general prosperity of the province;
given the tax rate on corporations the yield depends largely upon
the size of the firms and the profitability of industry. In general,
the rates of the existing taxes are perhaps reaching the limits
to which they can be pushed expediently under the present
system of manifold taxes and conflicting taxing authorities.
The summary in Table VI below indicates the extent to which the
various taxes have been used during the period under discussion.

Table VI

ANALYSIS OF PROVINCIAL TAX YIELDS

Fiscal Years 1925-1937

(OOO's omitted)

Prop- Oor- "0- G~ Amuse-
~" POration re.... lin, men' Total Total Percentage or

FJ"'" TUN Taxes Dutice Taxes Taxes T.. Current. Tax Yield to
Y,u Yield Rovenue To...

Yield Yield Yield Yield Yield Current• • • • • • • Revenue

1925 576 769 296 .... 112 1,753 4,214 41.60
1926 602 848 537 158 115 2,260 4,957 45.59
1927 566 845 188 243 III 1,953 5,789 33.73
1928 555 807 222 476 122 2,182 6,254 34.89
1929 551 860 200 680 134 2,515 6,707 37 50
1930 556 885 312 811 163 2,727 7,524 3624
1931 556 896 256 870 158 2,736 7,997 34.21
1932 555 940 515 926 134 3,070 7,999 38.37
1933 514 903 263 948 112 2,740 7,196 38.07
1934 525 1,061 298 1,161 129 3,174 7,_ 3983
1935 620 1,232 463 1,794 180 4,289 10,589 40.50
1936 527 1,009 567 1.736 147 4,076 10,279 3965
J937 526 1,127 606 2,006 148 4,413 11,082 39.82

The most productive of the taxes employed by the govern­
ment is that on gasoline sales. In 1937 the gasoline tax yielded
a. revenue of over $2,000,000. The rate has been adjusted con­
tinuously and recently it was increased from eight to ten cents
per gallon. Originally a gasoline tax was regarded as a benefit
charge, designed to distribute highway costs somewhat in pro-
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portion to the usage of the roads. 1t But to-day it is something
less than an accurate instrument for compensating Cor the usage
of roads by automobiles and trucks. The extent to which a.
vehicle uses the roads depends not only on the mileage it covers
but also on its weight, size and speed. While the gasoline tax
may be a fair means oC measuring a vehicle's use oC roads, accord­
ing to mileage travelled, it cannot exact proper charges from the
owner for any road destruction that may occur by reason of
the weight, size and speed of his vehicle.

The gasoline tax is supplement-ed by a substantial annual
motor vehicle registration tax, or license fee. The extent to
which the present fee provides the necessary supplementary
revenue and adequately distributes burdens is difficult to de­
termine. Highway engineers claim that, assuming the present
tax rate on gasoline, much heavier license fees (particularly
for some classes of vehicles) are necessary if the highways, as
they are now constructed, are to be maintained by revenues
from the gasoline tax and license fees.

The increasing use by motor transports and passenger busses
of public highways has forced administrations everywhere on
this continent to consider the allocation of taxes and other charges
for highways as among the various classes of users. A recent
investigation in Nova Scotia yielded interesting recommendation&
and findings.2() Consider the following:

"(2) That commercial vehicles shall not be bonused at the expense
o( the general public by paying less than their (air sha.re on ba.sis a!
use (or the highways provided.

(3) That all capital (or the improvement o( highwa.ys invested
since 1918 be chargeable to motor vehicle operation.

(4) That the annual interest and sinking (und necessary to carry
such capital, plus the annual maintenance costs ot the highways less
highway tax be the amount which must be paid by motorized trans­
port."tI

Based on the above assumptions the commission set out to
compile a schedule of rates and taxes that should be levied on

19 Ads of NOtla SaHitJ. 1926. "The Gaaollne Act.... Chap. 2, .. 7. providM t.hat. the
revenue raised through tJ1is tu: Illall be paid lnto t.he Provtnctal Highway Fund'

20 Province of Nova Scotia, TUporl 01 Rbl/al Commi",fon on Transport 1936 (HalUax
KIng's Prlnter). " •

21 Ibid., pp. 16. 17. Compare discussion on p, 13, For a complete analysis ot the
transportation problem see tbe tortbcoming study by Gilbert. Walker.
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all classes of motor vehicles in order to meet the total cost of
highways. In 1934 the situation may be summed up thus:=

Revenue (rom motor vehicles 32,317,121.86
(Licenses and gas tax)

Expenditures on highways 3,107,509.87

lLess highway tax)
Deluding interest and sinking fund pa.yments.

The following table based on statistical data for the year
1934 illustrates the proposal of the commission. It must be
kept in mind that with every increase in capital outlays a re­
vision of the license rates would be necessary.

Table VII

EXISTING AND PROPOSED LEVIES ON MOTOR
VEHICLES IN NOVA SCOTIA 1934

Type of
Vehicle

No. of Present Proposed
Vehicles License Fee License Fee

Pleasure Vehicles ..........•......
Motor Cycles .............•.......
Auto Busses:

up to 5,000 lb .
over 5,000 lb .

Trucks:
• up to 3,000 lb. wL. Farm .

"" " .. .. General .
3.0Cl0 lb. to 4,000 lb. Farm .

" .. " .. " GeneraL .
4,000" "5,000" Farm .

.. .. " " " GeneraL .
.5,000" "6,000" " ..
6,000" "7,000" " .
7,0Cl0" wt. and over. . .. . .

34,443
329

6
37

838
2,259

658
1,759

242
693
263
111
104

S 18.63
6.00

SO.OO
55.27

24.00
24.00
31. SO
31.50
45.00
45.00
66.00
96.00

132.00

S 17.28
2.66

674.00
780.45

36.79
122.66
61.03

200.55
106.13
286.58
324.16
331.00
517.11

In 1937 Corporation Taxes yielded approximately $1,127,000.
In 1925 these taxes formed about eighteen per cent of the total
current revenue and in 1937 about ten per cent, although the
number of taxes and the rates have been increased and the latter
.are now relatively high. This, to some extent, reflects the re­
tarded condition of the provincial economy and the consequent
limitation, under ordinary conditions, of taxable objects within
this group.

'22 Province or Nova. Scotia, Report of ROllal Commi.f.non on TranJport, 1936. (Halifax.
King'. Printer), p. 10.
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Corporation taxes are levied on business and industrial
organizations of all kinds, both individual and corporate, doing
business within the province. These taxes are of several kinds­
taxes on real property, capital stock taxes, and corporate income
taxes-depending upon the type of corporation. Under a pro­
perly integrated system of income taxation, present taxes on
business might be relegated to a minor role. Under present
conditions numerous firms do business in the province, and in
some of these the head offices, managers, stockholders, etc., re­
side largely outside the province. Since these firms receive bene­
fits from operation in the province, the government uses cor
poration taxes to tap the incomes of such outside companies
as well as those located mainly in Nova Scotia. But these cor­
poration taxes are extremely diversified in nature and in the
amount of levies. Certain kinds of corporations are singled out
for special taxes; for example, banks, power companies, insur­
ance and railway companies, etc. In some cases the tax is laid
on the capital stock of the corporation, sometimes on the volume
of business or place of business. In each kind of corporation tax,
moreover, different rates of levy are applied. In consequence,
it is not easy to see whether or not the corporation taxes as
levied at present have any close relation to the income of firms,
or whether they are equitable as between firms in different in­
dustries. It is not even certain that each tax is, in itself, expedient.
Some simplification of the structure of corporation taxes seems
to be called for in the interests of both government revenue and
more equitable taxation as between different kinds of corporations.

The revenue yield of provincial inheritance taxes or succes­
sion duties as they are called naturally is subject to consider­
able fluctuations from year to year. In 1937 it amounted to
$606,000, the highest of any year since these taxes have been
imposed. The rate scale is based on some measure of ability
to pay, being graduated progressively according to the size of
the estate. Rates also vary with the degree of relationship be­
tween the beneficiary and the decedent and there are several
exemptions.

The tax is levied on all estates valued at over $5,000, if
not passing in direct line, and all estates valued at over $25,000
if passing to an immediate relative. Suppose Mr. A dies leaving
an estate valued at $50,000, hat! of which is left to his wife and
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the other half to his brother. The property bequeathed to the
wife is exempt from taxation, while $20,000 of the $25,000 left
to the brother is subject to taxes according to the schedules pro­
vided by the Succession Duties Act and amendments thereto.

Two sets of real property taxes are employed by the province.
General land taxestl are levied on the assessed value of forest
land holdings plus a flat rate on the acreage o( forest and other
uncultivated lands. The first of these is designed to reimburse
the government for the alienation of these lands (or private
exploitation. The second is intended to bear the cost of fire
protection services in the forest areas of the province. Both
together yielded a revenue in 1937 of approximately $80,000.

In addition to the above, a tax is collected from the cities,
towns and municipalities within the province based on the net
value of property and personal income, assessed by the local units.
The proceeds, (which in 1937 amounted to $444,000) are to be
used for the maintenance of highways in the communities where
collected. Thus this tax is in the nature of a benefit charge.

Provincial real property taxes yielded a total revenue in
1937 of $526,000. They are, in the first place, of no great im­
portance in the tax structure and secondly, are subject to
inadequate and inequitable administration.

The only other tax imposed by the province is the Amuse­
ment Tax. levied on admission fees to theatres and other places
of entertainment. This is a species of commodity tax collected
by the theatre proprietor who acts as agent for the government.
It is borne by the theatre-going public. The yield in 1937 was
$148.000.

Subsidies, Grants-in-A id and Subventions are the second most
important source of provincial revenue. In recent years Domi­
nion grants have provided the treasury with about one-sixth
to one-fifth of total current revenue.

Prior to the passage of the British North America Act the
provinces raised the major portion of their revenue by means
of customs and excise duties. The Dominion in taking over
these revenue-raising devices undertook to make payments to
the provinces to aid in the financing of governmental activities.
The amount of the grant and subsidies were to be based mainly

23 ~d SI4Itdts of Noro &0(10, bereinafter cited R.S.N.S.• 1923, Land Toz Aa.
chap. 17; Aet.f of Noro &octo, 1927, chap. 16; Ace, of Noto &ocfo. 1934, chap. 17.
Ace, of Noro &OIio, 1935. chap. 4. part 2.
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on population figures, size of the debt at time of the passage
of the Act, and needs of the government.

In 1937 the province received approximately $653,000 from
this source, $410,000 on the basis of population, $53,000 for debt
service and $190,000 for governmental services. A special
grant of 51,300,000 was also received as a result of the submis­
sion of the White Commission. Thus in that year the total
grants amounted to nearly $2,000,000 or over seventeen per
cent of current revenue.

The province also receives conditional grants from the
Dominion from time to time. These grants are conditioned
on the ability of the province to raise some specific amount to
match the offer of the Dominion. The province has received
(and contributed to) funds for the construction of the Trans­
Canada Highway project, old age pensions, technical educa­
tion, employment exchanges and venereal disease control.

The use of Licensing powers as granted by section 92, of
the British North America Act has provided the Treasury with a
fairly productive source of revenue. In 1937, licenses, permits
and fees yielded a total of $1,581,000. Motor vehicle licenses
yielded $1,391,000-of which $776,000 was provided by the levy
on passenger cars, and $425,000 by that on commercial cars
and trucks.

All other licenses and permits, such as company and agents'
licenses, provided a revenue of $128,000 in 1937, vital statistics
and other fees a further $34,000. Revenue from the sale of
liquor permits is included in the total liquor control revenue,
that from "censorship" fees in the "Amusement" tax revenue,
and that from court and legal fees in the revenue from fines
and penalties.

The control of liquor through supervised sale provided ap­
proximately $1,441,000 in 1937, or over twelve per cent of cur­
rent revenues. The entrance of the province into this field
is in keeping with the general trend in other provinces and in
many of the American states. Operation by the province of this
industry results in a measure of supervision of the trade through
price fixing, as well as the obtaining of an additional source of
revenue that otherwise would be unavailable, through the
tax system. In view of the present trend in expenditures, it may
be pertinent to inquire where alternative revenues would be avail­
able to finance existing services and at the same time yield suf-
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ficient additional revenue to suppress effectively the use of liquor,
in the light of past (and present) smuggling activities along the
coast line of the province.

Interest on investments, generally referred to under the head­
ing Interest, Premium and Discount, have provided the Treasury
with a fairly constant source of revenue. In 1937 this SOurce
provided over $1,100,000 or about ten per cent of total current
revenues. 'rhe ability of the province to collect such sums is
due largely to the loans made to the Power Commission and to
the municipalities for unemployment projects. The returns
(determined by the scope of the lending policy) form a fairly
stable return and will continue to do so as long as credit condi­
tions are not impaired. This source, however, is not one that
should be considered seriously in view of expanding revenue
needs.

The Public Domain, once an important source of revenue,
includes the sale and lease of provincial property, royalties Crom
coal and other minerals, and fees for the privilege of cutting
timber. As demands for revenue increased, the sale and lease
of provincial property became less important. In 1937 this
source yielded about $832,000 or approximately seven and one­
half per cent of current revenues. The following chart, Chart
XII, indicates that royalties from coal mining have doubled
and all other sources have remained relatively constant.

Fines and PenaUies collected from law-breakers (under
duress) of one sort and another, together with the profit from
transportation services amounted to 135,000, or about three­
tenths of one per cent of total current revenue in 1937.

, As pointed out previously, a distinction has been made for
purposes of discussion between current revenue and the total
annual income of the provincial government. It has been found
necessary Crom year to year to supplement ordinary revenue
by borrowing both by short term loans from banks and by the
sale of provincial bonds. It follows therefore that the total funds
available to the province each year are larger than those from
ordinary revenue sources as indicated in Chart VI on page 8.

There is an evident relationship between current expenditures
and revenues--often the current revenues are sufficient to meet
what are called ordinary or current expenditures. But, the
necessity of borrowing to supplement the ordinary sources of
revenue may not be so evident, from an economic point of view,
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Chart XII

REVENUES FROM THE PUBLIC DOMAIN
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in the light of the increasing use of the provincial taxing powers
and the possibilities of broadening the tax base. This issue iR
involved in the determination of the fiscal policy of the govern­
ment. Each fiscal year, when the various departments and
agencies present their annual demands upon the taxpayers, the
bUdget committee and subsequently the legislature are faced
with the problem of co-ordinating money income and outgo.
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Shall services be continued and expanded or shall a policy of
rigid economy be adopted? Is tbe budget to be balanced? Shall
the province continue to borrow in order to provide additional
revenues? What forms of tax levies should be utilized? Upon
the apparent unanimity of the Legislature that public services
must be maintained and/or expanded the final problem is to
devise a method (both economically sound and politically ex~

pedient) of raising sufficient money.
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CHAPTER IV

THE DISBURSEMENT OF THE PROVINCIAL
INCOME

ATTENTION has been drawn to the annual expenditures
for governmental services. The manner in which the Gov­

ernment obtains money to meet the necessary expenditures also
has been discussed. It is equally important to understand the
actual techniques of distributing public money. This chapter,
therefore, will deal with the following questions: Who auth­
orizes the actual disbursements of public monies? Who is res­
ponsible for the payment of those individuals or firms who pro­
vide the goods and services purchased by the Government?
Who is responsible for the custody of public monies? What
safeguards are provided to ensure an accurate distribution of
funds in accordance with public demand as expressed in the
annual appropriations?

Authority to distribute public money is neither divided nor
apportioned by statute among the various governmental officials.
Rather, it may be said that this responsibility falls upon the
Legislature, the Provincial Treasurer, the Auditing Division of
the Treasurer's Department, and the departmental heads. In
outline, the Legislature approves of the expenditures and sanc­
tions tIle methods of meeting them; the Treasurer's Department
receives all revenues (except in certain cases~p. 49) and also
distributes the money according to the requirements of the de­
partments, boards and commissions, subject to specific rules
and regulations.

In theory, at least, authorit.y to raise and spend money lies
in the hands of the people. This authority is exercised by elected
representatives in the Legislative Assembly.24 This body sanc­
tions (within legal limits) the raising and spending of public
funds. The most important duty at each annual session of the

24 In Chapter V, on !.he meaning and signlncanoo or budgeting. the rUnCtJOD or the
LeRislature in relation to flna.noos Is discussed. In tbe present chapter attention
is arawn merely to !.he control over public eXPenditures exercised by the legislative
bOOy.
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Legislature is the passage of measures authorizing expenditures
for various public purposes, such as health services, education
and public works. These authorizations are known as appropria­
tions, and it must be remembered that appropriations indicate
limits to expenditure rather than fixed amounts.

The active supervision of provincial finance is carried out
by the Department of the Provincial Treasurer. This department
is responsible for the receipt and disbursement of all public monies
(with the exception of those revenues specifically assigned to
other departments).u As pointed out elsewhere the Depart­
ment also is charged with the keeping of financial records and
accounts, the control of the Consolidated Fund and the prepara­
tion of t.he Budget.

All revenues from taxes, fees, licenses and ot.her sources
are deposited by officials responsible for their collection to the
credit of the Provincial Treasurer. 2li The banks wherein collec­
tions may be deposited, are designated by the Governor-in­
Council and generally are located in the districts where the monies
are received. Statements of such deposits are transmitted reg­
ularly to the department both by the depositors and the res­
pective banks. In this way the revenues available for distribu­
tion are checked continuously.

The Internal Audit Division (created in 1933), is a
subdivision of the Treasury, and is under the direction of a Chief
Auditor, whose duties are not only to make a detailed audit of
inter~departmental accounts, but to cover the offices of certain
sheriffs, police magistrates and other public officials who are
responsible for the handling of provincial funds. Members of the
staff are allocated to make a pre-audit of all vouchers payable
and to approve the classifications of expense, as set up by the
Chief Clerk of the Treasury Department.

The distribution of Public Funds is under the direct super­
vision of the Deputy Provincial Treasurer. Government books
are in balance at the close of each month, and in the course of
ten days full reports are made from all departments, so that by
the fifteenth of each month a statement of all charges entered
against the several appropriations and funds allocated to that
department are shown. By this method departments are in­
formed when appropriation of funds are near exhaustion. A

26 R.3.N.s.• chap. 9. Il. 20. see Chapter VI ror a d18cusston or tl1l.ll point..
26 R.s.N.s.. 1923. chap. 9. s. 23.
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member of the audit staff is custodian of the cheque book record,
with each bank upon which cheques are drawn.

Whenever it is necessary for a department or board to spend
money, the head of the department or other authorized official
must prepare and present a voucher signed by him which is pre­
sented to the Provincial Treasurer. 27 Every payment of public'
money is made by a cheque upon a bank signed by the Provincial
Treasurer.28 Cheques are prepared in the Department of the
Treasurer, signed by him or an official of his department and
countersigned by the chief clerk. No countersignature is made
until it is determined that the cheque has been authorized.

The auditor and his staff make a special audit of the accounts
of each department several times each year.- The departmental
records of bills, receipts and expenditures are checked with the
ledgers. An account of all monies received and paid by the Pro­
vincial Treasurer's Department is presented to the General
Assembly every year for examination and audit by a joint com­
mittee appointed by the Legislature.29 In addition to the checks
provided by the internal audit, the Governor-in-Council requires
that the accounts of the province be audited annually by an out­
side firm of chartered accountants. The firm so appointed is re­
quired to report to the Provincial Treasurer respecting such
examination.

For many years the purchasing or'many departmental sup­
plies was left in the hands of the respective departments. Con­
siderable criticism of this policy resulted, due mainly to the fact
that such purchases, at times, could not be made in quantities
sufficiently large to take advantage of the economies of large
scale buying. As a result of this criticism the Government.
Purchases Act30 was amended and a purchasing department was
created in 1926 to handle the purchasing for all departments,
boards and commissions.

Government purchasing is carried out by a Purcha-sing
Bureau presided over by the Minister of Public Works and
Mines.n Under the direction of the Minister, a purchasing com­
mittee of three departmental officials (deputy heads of depart­
ments) supervises and controls all purchases made by or On be-

27 R.S. N.S.. 1923. chap.•9. s. 24.
28 Acts of N~a Scotia. 1926. cha.p. 12. s. 24a. "SUch other persons as may be appointed

by order·ln-council ma.y sign CheQu6S."
~9 Acts of No~a Scotia. 1924. chap. 15. s. 2.
o R.13. N.S.. 1923. chap. 11.

31 Ads of Napa Scotia, 1926, chap. 15: Acts of Nrna Srotla. 1936. cha.p. 10.
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half of the government. It is the duty of the committee to arrange
lor the purchase of all commodities requITed for the use of the
various departments, boards and commissions. Purchases must
be made in an economic manner and competitive offers must
be obtained by public tender whenever possible. In every ca-se
the lowest bidder, (corporation, firm or individual) quality and
terms being satisfactory, receives the order, unless the committee
have reason to believe that it would not be in the "public interest"
that the lowest quotation should be considered. A call for pUb­
lic tenders is made in such manner and for such time as the
committee determines. Tenders are tabulated and submitted for
approval to the Minister of the Department affected. On his
approval, the committee has formal contracts drawn up for the
signature of the parties concerned. These contracts are presented
to the Minister of Public Works and Mines for execution.

Whenever the committee finds it advisable to purchase goods
in bulk it may do so with the approval of the Governor-in­
Council. The total cost of such purchases is defrayed out of an
appropriation provided for this purpose by the Department of
the Provincial Treasurer. The department is reimbursed from
time to time as the commodities purchased are distributed to
the various departments of the public service.

The present techniques of disbursing public money appear
to fulfil the conditions necessary to its careful and accurate dis­
tribution. These conditions include ease and speed in the hand­
ling of authorized payments, and sufficient devices for the com­
plete accurate and continuous recording and checking of financial
transactions. From the foregoing discussion it will be seen that
the key-point in the existing mechanical procedures is the De­
partment of t,he Provincial Treasurer. Refinements of present
procedures therefore are, in the main, subject t.o the approval
of, or evolve from the Treasurer's Department. In conclusion
-one question is raised. Why is the auditing function merely
:a division of the Treasurer's Department instead of a separate
and distinct function, with the chief auditor being responsible
<lIlly to the Legislature?
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ORDERS-IN-COUNCIL'
Classified by Departments

(Fiscal Years 1927-1937)

Attorncr Agri. Public Provo Provo Public
Genera. Education culture Health Secretnry Trensurcr Highways Mines Labour Service Total

$ $ $ $ $ $ $ $ $ $ $-
1027 8,750(3) 33,500(1) 0,000(8) 62,500(3) 250(1) 1,000(1) 8,000(1) ....... . .... 250[1) 116,150(18)
1028 2O,BOO[3) 10,000(1) 53,400(9) 45,500[2) 175(ll 130,802(3) ....... BOO(2) . .... 51,200 2) 321,677(23)
1020 40,000 2) 15,000(2) 11 ,300(3) 20,000 I) 200(1 3,150(2) 8,375(1 ) 150(1) .. ... ....... 98,075(13)
1030 72,50015) 8,400(4) 25,000(2) 1,350(2) 60,000(1 ) 7,000(1) 13,000(1) .- ... 1,400(2) 188,700(18)
1031 57,800 6) 35,000(1) 38,300(4) 10,000(2)

2000rl 50,750(.) ....... 1,000(1 ) . .... 300(1) 195,150(20)
1032 23,700[5) ...... . . ..... 1;1502 107/>00(2) 3,000(1 ) . .... ....... 135,350(10)
1033 26,800 2) 15,000(2) 52,000(1) 200 Il 63,000(4) 353,000(2) 10,000(2) ..... 5O,8OO(2l 570,800(16)
1034 61,500(2) ....... 20,000(4) 1,200 1 35,000[3) 2,000(1 ) 19,000(4) . .... 2,600[3 150,300(18)
1935 700(1 ) 100,000(1) 56,000(4) 44,BOO(2) 4,500 2) 0,500(1) 162,000[5) 4,100 2) 341,600(18)
1036 ...... 9,000(1) . ..... 22,500(3) 0,500[1) 64,700(2) 5,350(2) 18,000 2) 1,000(2) 2,150(3) 132,200(16)
1037 ...... 15,000(1) . ..... 23,500(3) 100 1) 10,600(2) 42,100(2) 24,000(1) 8,500(2) 138,000(2) 270,800(14)

Note: ( ) Figures in parentheses lndlcate the number of orders-ln-councll each tear'. Amounts are In nCaTCllt t.hoWJand. of dollars.

• Boo footnote 35, p. 59.



CHAPTER V

THE ANNUAL BUDGET

IN order to achieve a balanoe between revenues and expendi-
tures over a given future period, (from December first to

November thirtieth in the case of this province) a financial plan
or budget is prepared by the executive branch of the government.
In its final fOfm the complete budget document includes both
an estimate of future financial needs and a plan tor meeting these
needs. The satisfactory application to public finance of a. bud­
getary system requires, (a) a carefully prepared plan, (b) its
general acceptance and (0) its execution.

Budgetary procedures substitute, in a large measure, care­
fully prepared plans and forecasts for hapha.zard decisions. It
is through the examination of a budgetary program that the
legislative body is made aware of financial requirements neces­
sitated by the general policy of the executive. The existence
of such a plan provides the legislature with a picture of the
financial requirements of the various governmental departments
as an integrated whole. Without a budget the legislative body
has no real basis for intelligent discussion of the financial policy
of the government.

In order to understand the scope and Limitations of budgetary
techniques it must be kept in mind that even the most carefully
prepared financial plan is based merely upon pLausible expeota­
tions concerning the trend of revenues and expenditures in the
particular budgetary year. Due to any number of causes, as,
for example, trade conditions, the actual revenues or expenditures
in the given year may not coincide with the estimates. In this
way the pre-arranged financial program may be upset before
the end of the budgetary year.

It is possible to continue expenditures from year to year
without carefully planning them in co-ordination with the revenue
system. Moreover, the existence of a budget in itself will not
insure the character or quality of public services. Nevertheless
when those officials, who direct the expenditures for public ser­
vices, co-operate in the preparation of the budget-and comply
with it-then its prime purpose, that of aehieving 80me degree
of financial stability, will be accomplished.
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The Legislature ha-8, in cases relating to provincial financial
matters, the final word concerning the raising and spending of
public monies. Only the members of the House have authority
to determine broad questions of financial policy, as, for example,
how much the province shall spend on roads, institutions and
relief, in each fiscal year. The Executive consolidates the various
departmental estimates for the approval of the Legislature.
This body (in the main, composed of departmental ministers)
is in the most advantageous position to examine the activities
of the government and to present in detail the manner in which
public funds can best be applied.

The annual budget begins to take form when the heads of
all departments and sub-departnients of the government esti­
mate in detail both revenues (insofar as they are a revenue rais­
ing department) and expenditures for the current year. The
tentative estimates are prepared on forms provided by the
Treasurer's Department for this purpose. On these forms in­
creases or decreases in departmental expenditures are indicated.
Should a department wish to increase the expenditures for some
particular item or items, this must be pointed out and reasons
for the increase may be demanded by the Legislature.

The tentative or preliminary estimates of each department
and sub-department are drawn up at the end of the fiscal year,
November thirtieth, and presented to the Provincial Treasurer's
Department. The various estimates of revenue and expenditure
are consolidated in this department and discussed in a session
of the Executive Council. The estimates as prepared by each
department usually remain intact unless special circumstances
arise. The budget in its final form is prepared about six weeks
prior to the annual session of the Legislature which begins early
in March.

The next step in the provincial budgetary system is the
presentation of the complete budget to the Legislature. It is
introduced by the Provincial Treasurer in his annual budget
speech. Mimeographed copies of the document are placed in
the hands of the members of the House. In this way the members
are able to examine and discuss the proposed program of expendi­
tures and the methods of meeting it. 12

32 POll8I.bly because of a predominantly two party Leglslature rather than ill tbe iIl­
tel'e6t.1!1 of lKlund f1nanel.al practice. It Is often tbe case tbat criticism or tbe estlmata8
III made only by the "Opposition". Otherwise It mlgbt be oonstrued that general
crltlclm:n indicated a lack of oontldenoe ill the prevailing government.
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Here we may pause to answer a question which perhaps has
occurred to the reader-how does the government operate Cram
November until March without any authority to spend money?
According to a statutory amendment in 1924 provision is made
in the following way:

"After the close of a fiscal year. and pending the granting of ap­
propriations for the new year by the Legislature. the Provincial Treasur­
er may (subject to any restrictions that are at any time imposed by
the Governor-in-Council), autborize the payment of aJl proper claims
for the ordinary and usual services of the several departments of the
Government. The sum so paid in any fiscal year in respect to any
service shall not exceed on~ha.Ir of the sum appropriatod for such
service in the preceding fiscal year. "u

The annual appropriation or Supply Bill passed some time in
March by the Legislature not only approves future spending
by the various departments as set forth in the estimates, but also
ratifies the expenditures made prior to l\1arch of the fiscal year
under discussion.

For the consideration of the complete estimates, the House
resolves itself into Committee of the Whole. In committee the
estimates are studied one by one. The responsible ministers
reply to criticisms, explain departmental policies, and move the
votes of the estimated monies for their particular departments.
Votea, or resolutions, which at present vary from four to twelve
for each department, depending on the breakdown oC the esti­
mates, must be passed individually. Statutory (or mandatory)
expenditures-members and ministers' indemnities and certain
grants-are authorized once for all and the Assembly merely
takes note of them. In the final analysis, all appropriations are
recommended by the government. The Assembly may reduce
or strike out clauses of the budget but in practice the estimates
are passed as prepared by the Executive Council. Should ad­
ditional expenditures be deemed necessary, supplementary esti­
mates may be brought down-including those to finance new
legislative measures. On the basis of the decisions arrived at
in committee the annual Supply or Appropriation Bill is drawn
up. It is brought before the House and passed like an ordinary
bill.

Few statutory controls are provided to ensure the taxpayers
that the disbursement of funds is in accordance with the financial

33 Aetf of Nota Srotfa. 192', chap. 15.



Table VIII

COMPARISON OF ESTIMATED AND ACTUAL PROVINCIAL REVENUES
AND EXPENDITURES
Fiscal Years 1925-1937

REVENUES Difference M EXPENDITURES Difference M
i"iscal between 001- % between 001-

(6) !'(5)Year F~8timated Actual umns M~ & (2) (2)+(1) Estimo.ted Actual nmus (5) & (6)
(I) (2) (4) (5) (6) (7) (8)

1925 S 5.524,550 S 4.467,484 SI,057,066 80.87 S 5,594,544 S 5.969.544 $374.658 106.70
1\)26 5,277,782 5,369,515 91,733 101.74 6,69'1,324 6,598,213 96,111 98.56
1927 5,851.027 6,388.852 537,825 109.2 7.133.306 6.937.225 196,OSI 97.3
1928 7,044,304 7,375,924 331,620 104.7 7,470,025 7,621.425 145,400 101.9
I02tJ 7.275,809 7,619.160 343,351 108.2 7.770,904 7.596.384 174,520 97.75
loao 8.263.064 8,494,992 231,928 102.81 8.664.768 8.729,458 64.690 100.75
11)31 9,350.489 7.990.948 1,359,541 84.46 9.703.883 9,417,037 286.846 97.04
1932 9.667,152 9.083.649 583,503 93.97 9.692.901 9.246.753 446,148 95.40
19:13 8,771,820 8.128.989 642.831 92.67 9.296.199 9,747,873 451,674 104.86
1934 8,226,320 8,185,078 41,242 99.5 9,524,460 9,477,410 47,050 99.51
1935 10,406,138 10,821,949 415,81 L 103.99 11,449,765 IL,707,549 267,784 102.34
193fl 9.988.883 10,289,369 300.486 103.00 9.983.696 9,759,479 224,217 97.75
11: 7 10,610,063 11,096,227 486,164 104.58 10.220.606 10,748,666 528,060 105.L7

8l

l
~.
~.-."
I
••
<:
c
~

~-~.



'l'ke A nnual Budget 57

plan approved of by the Legislative Assembly. A system of
recording, accounting and auditing was partially installed in
1925 and revised on the suggestion of the Treasury Department
in 1933.14 This resulted in a somewhat closer check being made
on actual expenditures. This system presumably was based
on the only reasonable assumption, namely, that an accounting
'System is a means to an end. In other words, such a system should
reveal the financial position of the government at any given time;
it should readily provide the Treasurer and Executive with any
desired inCormation; and finally, it should be the basis of checking
the operation of the budget.

In order to determine the effectiveness of the financial plans
and their execution over a twelve year period certain items in
the annual statement of accounts may be examined. For
example, a comparison of actual and estimated revenues and
expenditures provides some indication of the accuracy of methods
employed in estimating departmental needs. The amount of
short term borrowing necessary to "carry the government"
until the following fiscal year also reveals the difficulty of making
accurate forecasts.

Table VIII (p. 56) presents in summary form botb the ""tual
and estimated revenues and expenditures from 1925 to 1937.
Columns three and seven of the table indicate the differences
between the actual and estimated figures. It will be noted that,
with the exception of 1925, actual revenues were from approx­
imately ninety-two per cent to one hundred and eight per cent
of the estimates. Expenditures, on the other hand, varied
Irom ninety-five per cent to one hundred and six per cent of the
estimates-a relatively smaller degree of variation. This is
graphically shown in Chart XIII.

All governments at one time or another resort to short term
borrowing for various reasons, e.g. tardiness in revenue collec­
tions, unpredictable emergencies or economic disturbances.
The number of times, however, that it is found necessary to
resort to the above devices to rationalize or explain short term
borrowing reflect the degree to which present methods of fore­
cast fall short of their purpose. Difficulties involved in estimat-

34 P. S. Rou. Report on FirnmdtJi Polition of Not',o StxlIia. 30th 5eptembtr 1933 OM
OIMr MOllffJ JU/olino Th~rtto, (Pr~j"u of Noro. Scotlo. 1934). p. 5. AJtbougb in
1m P. ~. Roes 4: SoIllll were employed to Install,. change In the syStem of account­
Ing records of the province. I, was no' until 1933 tha.' thelJUggestionl of 'be newly
appointed Deputy Treasurer were Implemented and iIllIItalied. as pet" ,he RO/JIl
Repor, or 'bat. year.
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ing the needs of the several provincial departments are to some
extent indicated by the number of orders-in-councilu and the
amounts of money authorized in each ca-se. On an average over
a twelve year period from 1926-1937, there have been orders­
in-council amounting to approximately $200,000 each year.
There is little doubt that short-term borrowing has played a
predominant part in the fiscal practices of the various govern­
ments since 1926.

Should an interested taxpayer wish to see the manner in
which revenues are to be disbursed, the annual Estimates, pub­
lished by authority of the Legislature, will provide this informa­
tion. For instance, an examination of the Estimates of 1938 indi­
cate that the provincial departments estimate that the ordinary
revenue from various sources for the fiscal year ending November
thirtieth 1938, will he $11,653,961.60 (page 4). Current expendi­
tures for the several services provided by the departments are
estimated at $11,284,440 (page 9). From pages 11 to 56 a de­
tailed analysis of the expenditures required for each department
and sub-department is presented. The latter section of the pub­
lication indicates in tabular form the extent to which the province
plans to borrow. From a survey of pages 57 to 59 it will be seen
that the province intends to borrow $6,625,427, of which approx­
imately ninety-six per cent is to be allocated to the Highways
Department for the construction and maintenance of highways
and for unemployment aid. The remaining four per cent is to
be allocated to the various other departments for the acquisition
and replacement of equipment.

In fairness to the governmental officials, it should be taken
into consideration that outside factors beyond forecast and con­
trol disrupt even the best calculations. Moreover, although
appropriation acts are passed allowing expenditures for purposes
considered necessary for the public well being, there is no man­
datory requirement that the entire sums so appropriated be spent.
The appropriation acts serve merely to set outside limits and to
guide the departments and sub-departments in the expenditure
of public income. .

35 Authorizations for short-term borrowing are made through orders-in-coundl. R.S.N.S.
chap. 19. s. 5. A more complete discussion of this technique or borrowing Is in­
cluded in Chapter VII. In summary form the number and amounts of orders­
In-councH for each deplU'tment from 1927 to 1937 are presented on p. 52.
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CHAPTER VI

THE PROVINCIAL FUNDS AND ACCOUNTS

THIS chapter deals briefly with the mechanics of provincial
financial management. The simplicity or complexity of

accounts often is an important factor in the complete understand­
ing of financial transactions. The discussion has now covered
the planning, collecting and disbursing of public monies. The
technique of "ear-marking" and recording the various financial
transactions requires some explanation.

It is necessary at the outset to distinguish between the terms
fund and account. Funds are used, in the main, for the purpose
of allocating revenues for certain specific purposes. Technically
a fund is a distinct financial entity.36 In many governmental
financial arrangements one finds such funds as Special Revenue,
Bond, Sinking, Utility, Trust and other funds, where specific
activities require special attention.

Connected with each fund there may be a series of accounts
to record the various transactions. As in every form of record­
keeping there will be controlling and specia,} accounts set up to
facilitate the accurate recording of the revenues, expenditures,
assets, liabilities, reserves and surplus. In this wayan accurate
picture of the government's business can be obtained readily.

The main funds that have been created by the provincial
Legislature are the Consolidated fund, the Highway fund, the
Fire Prevention fund and the Sinking funds.

In the administration of provincial revenues the most Im­
portant fund is the Consolidated fund. The law specifically states
that all revenue, from whatever source derived, over which the
Legislature has the power of appropriation-except in cases in
which monies have been by act of Legislature set apart as special
funds, or to be devoted to special purposes-shall form one
consolidated revenue fund to be used for the public service of
the province.v

36 National Committee on Municipal Accounting. ,Hunicipal AccQunlinu TtrminQWuU,
p. 10.

37 R.S. N.S.. chap. Iv. s. 1.
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The consolidated fund ha,s two main accounts, namely,
current and capital accounts. The current account is made up
of several controlling accounts, one or more for each of the de­
partments, boards and commissions. Several of the departments
are revenue collecting agencies but all collections are turned
over to the consolidated fund, the administration of which is
conducted through the Treasurer's Department.a& Records of
these transactions are kept both by the Treasurer's office and
by the department concerned.

Proceeds from the sale of bonds and debentures generally
aTe allocated to the Capital Account. At the time when borrow­
ing is authorized, the purposes and objects (or wh.ich the funds
are to be expended are outlined. In other words, the money is
"ear-marked" before it is raised.

Although the Highway fund has become closely connected
with the Consolidated fnnd, due partly to the fact that highway
construction has provided a medium through which relief is dis­
tributed, technically a Highway fund is provided for by the
statutes of the province.1I Revenues to meet the expenditures
for highwa.r purposes, for the most part, come from the gasoline
tax, motor vehicle licenses, the highways tax, grants from the
Federal Government for the improvement of highways and such
additional sums as may be provided, from time to time, by the
Governor-in-Council. All these revenues are collected by the
Highways department. They are deposited with the Treasurer's
Department and the technique of expenditure discussed in Chap­
ter IV is followed by the Department of Righways.4G

All money received and paid out for the maintenance of the
office of Fire Marshal is included in a special fund known as the
Fire Prevention fund. Revenues for this purpose are raised
specifically through the levy each year on all companies transact­
ing fire insurance in the province of an amount up to three­
quarters of one per cent on the net adjusted amounts of premiums,
receipts and assessments. Financial transactions are made
through the Treasurer's Department hut the expenditure of
money for various purposes is directed by the Fire Marshal.
The Marshal is required to keep an itemized statement of all
money received and expended and it is his duty to approve all
vouchers before payment is made by the Treasurer.

38 cr. J). 48. supra.
39 n's.N's.. chap. 75, s. 10,
fO In the adminb:tratiOD of the Hlgb....ay revenues there Is .. separate cheque 1.... inJr

unIt. within the Treasurer's OeplLl'tment..
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Upon the authorization of Nova Scotia bond Issues the
Governor-in-Council may provide for special sinking funds with
respect to such issues. The Council may also provide for a
general sinking fund for which certain sums are allocated each
year for the redemption of the various issues. Both methods
have been followed. In addition to the general sinking fund
there are twenty-three sinking funds pertaining to various pro­
vincial bond issues. However, a number of issues have no sinking
funds and no payments at present are made into the general
sinking fund. Monies for the sinking funds are included in the
Current Estimates and appropriated out of current revenues.
As of November 1938 the general sinking fund amounted to
$163,596.]9 and the amounts in special sinking funds are sum­
marized in the following table, Table IX.

Table IX
PROVINCIAL SINKING FUND INVESTMENTS

November 30, 1938.

Debenture Year or Date or Amounts
Issue Issue Maturity aeeumulated in funda

£ 164.0001 • 1899 1949 $ 624,612
£ 650.0001 1004 1954 2.075,706
S 2,000,000 1935 1945 776,919

2,103,000 1936 1956 12,915
12,370,000 1927 1952 874.187

500,000 1928 1953 31,153
2,000,000 1928 1948 177,982

500,000 1928 1953 30,893
3,000,000 1928 1948 183,751

500,000 1928 1958 28,476
2,560,000 1929 1959 141,530
2,028.000 1929 1959 112,432
1,500,000 1929 1959 82,721
5,054,000 1930 1960 243,885
4,043,000 1930 1960 194,375
4,404,000 1930 1960 205,463
2,115,000 1931 1961 86,075
2,800,000 1933 1943 76,962
2,000,000 1933 1945 53,986
5,111,000 1937 1952 103,749
1,796,500 1935 1950 697,736
1,528,000 1937 1941 15,419
2,549,000 1937 1946 25,747

Total. . .
General Sinking Fund.

1 Nova. Scotla. Redeemable SlOck held In London.

. .. $6,856,674
163,596

$7,020,270
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It will be noted that the amounts in each lund vary and that the
variations are considerable relative to the similarity of bond
issues represented. One reason for the variations is that at the
time bond issues are authorized, the Legislature provides that
some annual sum (not exceeding one per cent of the total issue)
be allocated each year to a sinking fund.

Funds, in the main, have been superceded by a general bud­
getary system. The purpose, particularly in many States, of using
funds was to assure that revenues designated for particular
purposes would not be diverted. Also some direct control of
expenditures was anticipated through this device since expendi­
tures for various functions were limited to the revenues paid
into funds. On the other hand, some activities often require
more revenue than is available, while the funds of others may show
large balances. Such results occasionally have been particularly
inconvenient and embarrassing. One large fund together with
an efficient budgetary system eliminates the need for a multiplic­
ity of funds since control is provided through the Legislative
sanctions of proposed expenditures.

•
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Chart XIV

PROVINCIAL INCOME
Fiscal Years 1913·1937
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CHAPTER VII

PUBLIC DEBTS'

A T various times in the financial history of the province,
and particularly during periods of economic disturbance, it

has been deemed expedient by the Executive to spend more
money than is available from ordinary revenue collections. The
policy of the provincial government in this respect is graphically
<lepicted in Chart XIV.

In order to acquire the supplementary revenues the province,
like the private individual or business organization, applies to
the banks and investment houses for loans. However, unlike
the private concerns which usually borrow in the anticipation
'of monetary gain, the government borrows in order to maintain
or expand public services. When the province contracts debts,
they are said to have been incurred for public purposes.

It is not always realized that the Federal and provincial
governments have been assuming a social responsibility far
exceeding the notions of governmental functions held even a
.generation ago. Under the Canadian Constitution it happens
that the functions which are expanding, namely education, pub­
lic healtb and other social services, lie within the jurisdiction
'Of the provincial and the municipal authorities. The scope of
"social" and "public" services has so broadened that, as a re­
-suit, the municipalities, generally, both from a financial and an
.administrative point of view are in no position to provide them.

It has now become a provincial responsibility to provide the
major proportion of welfare services. Aid to those who have
suffered as a result of unpredictable changes in the economy is an
important factor in provincial expenditure. In order effectively
to protect the community from disease, it has fallen to the gov­
ernment to assume certain public health and sanitation services.
The province now maintains some charitable as well as corrective
i,nstitutions. To protect the citizens from exploitation it is con­
sidered a social necessity to regulate the rates charged for such

• This cha.pter In condensed form appeared In ~he Juna. 1939 19SUa of Public Affair!. a

f.
Ubllca~IOD of ~ha Institute of Public Affairs, UDder the tl~le "Provwc.lal Bl)rrowlng

Il Nova Scotia".
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things as light and water. In addition, the province has assumed
complete responsibility for constructing and maintaining high­
ways, and extensive responsibility for providing educational
fa.eilities. As a result of the increasing demands on the province
it has been necessary t~ engage in ever widening expenditure
programs.

Governmental expenditures as pointed out in Chapter I
are classified as ordinary recurring and capital-ordinary recurring
being those which are expected each year in the normal discharge
of business; capital those which may be considered in addition
to and apart from the regular expenditures. Based on this
classification, it is considered a sound business principle to finance
ordinary recuTring expenditures from current revenues (e.g. taxes,
subsidies, fees, and licenses) while on the other hand, capital
or periodic expenditures may be financed by borrowing. Fur­
thermore, these non-recurring expenditures often require the
utilization of equipment and resources beyond the immediate
command of the government. The scope as well as the urgency
of such a program, therefore, necessitates the spending of larger
sums than currently are available, and hence a policy of borrow­
ing may be justified.

Emergency financing also falls within the category of capital
expenditures. In order to alleviate the distress resulting from
such emergencies as severe temporary unemployment, storms
and fires, funds may be raised by borrowing, either through short
or long term loans whichever may be deemed fiscally expedient.

This classification of expenditures is relatively arbitrary.
II such classifications are not utilized with great care in the
formulation of fiscal policy, it may result in expenditures falling
first into one class and then into another without any change in
the technique of financing them. Should a government find, for
example, that a capital expenditure, has, in reality, become an
annual recurring expenditure, then prudence suggests that the
tax structure be revised to finance this expenditure out of current
revenues.

The life expectancy of a municipality or province is con­
sidered to he greater than that of private individuals and even
corporations. Also, large governmental units have, in the main,
the power to draw upon wider resources than are available to most
firms. Thus, the possibility on the part of a prudent govern­
mental administration of maintaining a good credit standing is
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good. At the same time, it is of vital importance to the citizens
that a good credit standing should be preserved since the ability of
a. government to borrow is often the determining factor in the
maintenance of social security. Finally, good credit relations
enable the government to raise funds at relatively low interest
rates thereby saving the taxpayers additional costs.

A number of examples of the credit standing of the province
may be cited. Consider, for instance, the $4,500,000 bond issue
of 1936. The province was required to pay three and one-quarter
per cent (nominal) annual interest for the use of the money for
a twenty year period. The interest on this debt amounts to ap­
proximately $138,000 each year.n Had the province a less
favourable credit standing and, as a result, been forced to pay
four per cent as in Alberta, then the taxpayers would have been
forced to pay approximately $185,000 rather than $138,000.
The rates of interest at which the province has been able to bor­
row are seen in summary form in Table X, page 75.

By virtue of section 92, subsection 3, of the British North
America Act, the provincial government may (among other
things) "borrow money on the sole credit of the province".
The utilization of this borrowing power is, in the final analysis,
subject to control by the Legislature. 42 Briefly, there are two
ways in which the province is granted the privilege of borrowing.'"
The first and most important is the sanction of the Legislature
provided-(a) in an annual act "To provide for Defraying Cer­
tain Charges and Expenses of the Public Service of the Pro­
vince", and (b) by special acts passed to authorize the raising
of a loan for a specific purpose44 In the former case certain items
regularly are chargeable to capital account, and funds to meet
these charges are raised by borrowing. Authority is given by
the Legislature as follows:

"'rhe Governor-in-Council is authorized to raise by way of 10al1
on the credit of the Province--the several sums of money for the Pub­
lic Service that are chargeable to capital and granted by this Act."

The second method of granting the province the righ t to
borrow is through Orders-in-Council. Due to miscalculations

41 This f1.gure iJI calculated on the basis of the effective t'at6lJ of lotefe8t. See PaIR 76
for further elaboration on thll point..

• 2 RS. N S .. 1923. chap. 15. 8. 3.
'l3 No mentiOn iJI made here of the loan I'\1n(U made available to this prov1Doe by tbe

Dom.ln1oo Govenuneot.. TbU polley on the pari. of the Dom.lo1oo Government;
raise8 18llu6lJ the .,lutlon of whJch iJI oot yet satisfactorily determloed and t.b6l'&­
fore cannot. be dilJcussed 10 t.be brief compass of this chapter.

44 See, fot' example. Act, of NOP4 Scot/o, 1938, chap. 12.
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in estimated revenues, emergencies, or unanticipated demands,
it may be determined that funds are necessary in order to dis­
charge certain obligations. In such cases the minister of the
department or departments involved makes a recommendation
to the Executive Council. If, after careful examination, the
recommendations are approved, the Provincial Treasurer is
authorized to provide the funds deemed necessary.45

When private individuals borrow money from banks or
investment houses usually some security is pledged, 'collateral
deposited, or other similar procedures are followed. In the case
{)f the province, however, public property is not pledged as
security for the repayment of the loan. Instead, the province
pledges its ability to collect revenues by virtue of its taxing
powers. Although the possibilities of governmental borrowing
may seem limitless, the economic resources of the province, in
the final analysis, govern the scope and extent of provincial
indebtedness.

When authority is given by the Legislature to ~orrow money,
it is usually obtained by the issue and sale of Nova Scotia de­
bentures or Nova Scotia stockY The amount deemed neces­
sary having been decided upon, the first act of the Treasurer's

46 R.s. N.S" chap. 19, s. fj .. cf. chap. V. p. 45. supra. Altbough emphasis here Is placed
on long term borrowing. the province also engagea in shor~ term borrowing. Chang611
in the laws I'('latJng to shon term borrowing have been made from time to time.
Chapter 20 of ACt3 of Nora Scotia. Hl33. provides that:

"TIle Governor-In-Council may authorize the Provincial Treasurer: to bor­
row from any bank .... by overdraft or br the Issue. sale or pledge of Nova
Scotia Treasury nllls or any other Corm 0 security or otherwise. or Crom any
person. company or corporation in such amounts as are from time to time
reqUired. such monies as are necessary for the usc of the province when tbe funds
In the Provincial Treasury are Insufficient for that purpose. The monIes 60
borrowed, the amount of the Treasury nills so Issued or the overdraft so made,
shall In no caso exceed the amount of the deficiencies In the funds In the Pro­
vincial Treasury to meet the charges thereon when due or payable and shaU
be applied to no other purpose whataoever."

BanI. Overdraft. or Tamporary Loan. for Currant Financing.
Fiecal Yaar. 1926-1937

Accounts Accounts
Dale -

Current Highways Current Old Ago Pensions

1926 118,071 1932 1,326.420
J927 30!l.324 26.302 1!l33 2.151.087
1928 895,133 31,371 1934 685.237 672'.006
1929 12!l.59!l

I
..... 1935 190.042 280.159

J930 450.802

I
H136 1.565.167 2!lB.033

1931 921,064 1937 1,684.756 328.356

• Figures to the nearest dollar.

46 Tbe terms "stock" and "debentures" to all intents and purPOSOS may be cona.ldered
synOD)'mous.
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Department is to call for tenders or bids from the various in­
vestment groups or syndicates (e.g. such groups as those headed
by the Royal Securities, the Bank of Nova Scotia or the Bank
of Montreal). These groups ofTer certain amounts; either par
value, less than par or more than par, depending upon market
conditions. The bid considered most satisfactory to the province
is accepted. Bonds are printed and signed by the Deputy
Treasurer and delivered to a designated bank for further dis­
tribution. The investment house deposits in an accredited bank­
ing institution the sum agreed upon to the credit of the province.

Sometimes, due to the condition of the money market long
term loans are not considered expedient. In order to meet the
immediate financial requirements and at the same time remain
in a. position to take advantage of fa.vourable interest rates,
Treasury bills are issued or loans are obtained from banks. These
bills are short term borrowings usually of six to eight months
and are bought by banks and other institutions looking for re­
latively safe short investments. In recent years rates of interest
charged for short term borrowing have been relatively low and
this has encouraged governments to depend more on this type of
borrowing.

Borrowing has been resorted to by the province for various
reasons for many years. In the early part of the twentieth
century debts were incurred largely for development and ex­
pansion. Increased demands on the government, as mentioned
above, accompanied by relatively little change in the ta.'t struc­
ture, have resulted in an extension of the policy of borrowing.
In the past ten or twelve years, as it will have been noted from
Chart III, the debt burden has been more than doubled.H In
the main, borrowing has been resorted to for the following pur­
poses, namely: construction and maintenance of highways­
unemployment relief48 (beginning in 1932)-the erection and
equipment of public buildings and the refunding of loans pre­
viously contracted for these purposes.

In Chapter VI the significance of the Capital Account was
discussed. Chart XV below presents in graphic form the various
expenditures that have been charged to capital.

47 See Chut III. p. XII. mp~a.
48 UDdet> the "Nova Scotia Unemployment. Act.. 1931", Ad". 01 N0f4 Scotia. 1932. ebap.

7, the provinclalgovem.ment. wa~ aut.bon-t t.o pul"ChMe deben.t.ures of e1tJes. toown.s
and munfclpaUtl811 laued too dnanoe unemployment. relief In tbe local units. Thia
virtually amoun", t.o provincial borrowing too aJd "the loeal Wt.l".
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Chart XV

TREND IN EXPENDITURES CHARGED TO CAPITAL,
ACCOUNT

Fiscal Years 1913-1937
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At the end of November, 1937, the total of approximately
$95,219,246 remained pledged against the credit (i.e. the economic
future of Nova 800tia)41 In its entire history the province has
never repudiated an issue. The debt is now over eight times the
revenues annually collected.

Although the credit rating of Nova Scotia is higher than that
of some Canadian provinces, an examination of the cost to the

Table X

SOME SIGNIFICANT FINANCIAL COSTS OF
PROVINCIAL BORROWING"

Fiscal Years 1924.1937

Amount. or
Date Termor Amount Amount Rate or Annual

I6l:Iue<1 Issue Borrowed Discount Received Interest Interest• • • % •--

1924 20 2,530,000 29,854 2,500,146 5 126,500
1927 25 12,370,000 319,418 12,050,582 41 556.650
1928 25 500,000 32,400 467,600 41 22,500
1928 20 2,000,000 96,592 1,903,408 41 90,000
1928 25 500,000 24,906 475,094 41 22,500
1928 20 3,000,000 144,888 2,855,112 41 135,000
1928 30 500,000 26,750 473,250 41 22,500
1929 30 2,560,000 35,200 2,524,800 5 128,000
1929 30 2,028,000 27,885 2,000,115 5 101,400
1929 30 1,500.000 15,000 1,485,000 5 75.000
1930 30 5,054,000 54,280 4,999,720 5 252,700
1930 30 4,043,000 43,422 3,999,578 5 202,150
1930 30 4,404,000 104,331 4,299,669 41 198,180
1931 30 2,115,000 15,291 2,099,709 41 95,175
1933 10 2,800,000 114,800 2,685,200 41 126,000
1933 12 2,000,000 62,400 1,937,600 41 90,000
1934 5 5,050,000 49,995 5,000,005 31 176,750
1934 5 3,534,000 24,031 3,509,969 3 106,020
1935 10 2,000,000 41,964 1,958,036 3 60,000
1935 15 1,796,500 55,659 1,740,841 3 , 53,895
1935 5 3,012,000 11,747 3,000,253 21 75,300
1935 12 4,140,000 140,346 3,999,654 3 124,200
1936 20 4,579,000 78,896 4,500,104 31 160,265
1936 20 2,103,000 103,320 1,999,680 3 63,090
1937 15 5.111,000 110.909 5,000,091 3 153,330
1937 4 1,528,000 27,351 1,500,649 21 38,200
1937 9 2,549,000 48,176 2,500,824 31 89,215-Totals. . , 83,306,500 1,839,811 81,466,689 .. 3,344,520

• Sterllnll.I!!lIlul!J are not-included in thla table (500 footnote below). Tbe amount of sterling
18Sues outstanding at pr1"8E'Ilt 1& 16,572.746 (4.86 2·3) or about seven per cent of
tOtal debt. Nova Scolia stock outstanding amounts to 575,000.

49 Province ot Nova Scotia, Public ACCOUnlll, 1937. P. XXXIV. ThIJ 8gure d068 not
Include sterllD3lssues outstanding and payable in England. The PI'O'rind&1 govern­
ment baa not gone to the London market tor loans since 1913.
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taxpayer of maintaining this record should be made. Table X
indicates in summary form some of the costs of borrowing since
1924. It will be noted that, on an average, for every hundred
dollars borrowed, one hundred and two dollars must be paid back
to the creditors. Each and every year interest to the amount
of nearly three dollars and seventy-five cents is paid for every
hundred dollars borrowed by the province. For the use of a
dollar for a twenty-year period the taxpayers are paying approx_
imately seventy-five cents in addition to the return of the bor-

Chart XVI

TRENDS IN INTEREST RATES ON PROVINCIAL LOANS
1925-1937
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rowed dollar. Also, and of more direct significance, the annual
cost to the taxpayer of maintaining this debt burden is approx­
imately three and one-quarter million dollars.

In order to give a further indication of the cost of borrow­
ing to the people of the province, a comparison of the "effective"
and nominal rates of interest is of some significance. Chart XVI
above graphically presents the trend in interest rates on pro­
vincial loans over a twelve year period. It will be seen that
rates have been dropping slowly in recent years. Of more signif­
icance is the fact that a discount always has been paid on pro­
vincial bond issues. This is indicated in· the trend in effective
interest rates.
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As a result of the outbreak of war the eost of borrowing is
likely to increase because of readjustments in the money market. 50

In the last six years interest rates have been falling and conse­
quently the province has been able to borrow without debt
service charges becoming too burdensome. Despite this fact
debt charges now absorb approximately thirty per cent of cur­
rent revenues. If the average rate of interest on provincial debt
were to rise by one per cent an additional million dollars of cur­
rent revenue may be required and the debt charges would then
absorb about forty per cent of present revenues.

It has been argued that in this province many "capital"
expenditures have become annual or recurring expenditures.
According to this view the effects of borrowing to finance such
expenditures should be distinguished from the effects of borrow­
ing to finance periodic capital expenditures. If loans are floated
year after year to finance continuing expenditures, (even of a
capital nature) th~ indebtedness mounts rapidly. Such a policy
if persisted in gradually results in a growth of annual debt and
service charges which in time may come to dominate the whole
budget. Insofar as this is a fact it should be clearly recognized
and a Quota of the annually recurring capital expenditures should
be financed by taxation. Of course, for those capital projects
that recur only periodically, a complete "pay as you go" program
is not economically feasible. But, with long range planning of
capital improvements. financed by a combined policy of taxa­
tion and borrowing-tR.'\':es should, so far as economically pos­
sible, be levied to finance annual recurring capital expenditures.
with resort to borrowing to cover only periodic capital expendi­
tures. Increases in tax levies, of course, often give rise to un­
desirable political repercussions from which proposed bond
issues are relatively free. Yet, a policy of cRSh financing properly
presented to the voters should be met with some support.

On the other hand, many experts regard the above pro­
posals as practically impossible. Since a budget is merely an
estimate of expenditures and anticipated revenues, there caD be
little possibility of achieving a balance under present conditions.
Furthermore. it is pointed out that expenditure needs do not
coincide with revenues and more often are in inverse proportion.
Moreover, in contracting a debt for annual or periodic capital

50 See chap. IX. p. 87.
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expenditures, resources are utilized that otherwise might rema.in
idle. This school oC thought does not regard debt as an evil in
itself; it argues that the evil lies in the improper management
of debt. According to this view it is considered wise policy to
borrow during depressions and to payoff the debts during pr08~

parous periods by expanding the tax rates or adding new levies.
Any fiscal policy that increases economic productivity and
welfare to a greater degree than if expenditures, either public
or private, were not made, presents a major justification for
increasing the debt, according to this view.
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CHAPTER VIII

SOURCES OF FINANCIAL INFORMATION

THE periodic publicatiou of reports of governmental activities
and particularly those on the raising and spending of money.

is a necessary function of any governmental organiz.ation. Ade­
quate and well written reports, regularly presented, serve, first,
to encourage efficient administration on the part oC the public
servants and, secondly, provide the interested taxpayer with
an intimate and understandable survey of a business in which
he is, in reality, a "stock-holder". Unfortunately, however,
there is neither general agreement concerning the type of report
nor t,he medium by which the taxpayer should be made acquaint­
ed with the activities of public officials. Pages of statistical
material serve only to confuse and bore the reader while con­
densed reports do not provide any measure of information for
the enquiring individual. \Vhenever a citizen finds time to ex­
amine a public report he is discouraged by the maze of figures
and tables therein presented. Usually, after one or two inef­
fecLual attempts to understand "his business", in all likelihood
he assumes that the government is quite satisfactory or quite
crooked, depending upon his political complexion, and turns
to other diversions. Yet, periodic reports of governmental ac­
tivities are necessary to assist in the guidance of public
opinion.

Each of the provincial departments, boards and commis­
sions, annually prepares a report outlining the activities of the
past fiscal year. As these reports are not prepared under the
direction of one individual, the form in which they are prosented
naturally varies considerably. Yet the information that is
available should reward the patient reader. The King's Prillter
is authorized to provide these reports to any individual without
charge.

The main financial report of the provincial government
(summarizing, in part, the financial acti,"ities of the various
agencies) is the Public .4ccounts. This annual publication which
also may be secured from the King's Printer, gives. in detail,
a survey of the business of the )rovince over the fiscal year. The
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Public Accounts for the year 1938 will serve as a basis for the
following discussion of financial reports.

Pages I to LXIV of the Public A ccount. present the key
statements, i.e. a summary of revenues and expenditures, balance
sheets and bond issues. Pages 1 to 104 present department
expenditures in detail with the exception of those of the Depart­
ment of Higbways&' and pages 105 to 115 summarize the capital
expenditures.

Pages VII and XX illustrate the previous discussion in
Chapter V concerning supplementary appropriations. It will
be seen that the majority of the requests from the various de­
partments have been towards the latter part of the fiscal year.
These requests indicate, in the main, that the estimates were
too low or that unforeseen circumstances had arisen beyond fore­
cast. Supplementary appropriations totalling S197,70()'o1 were
made which will be chargeable to the respective departments
in 1939.

Page XXII presents in summary form the results of the
transactions of the governmen t, exclusive of the operations of
the Power Commission, Liquor Control Commission, and the
Land Settlement Board. This Balance Sheet shows the position
of the province as of Novemher 30, 1938. On the right hand
side of the sheet the hright side of the picture is presented, while
on the left side the outstanding obligations of the province are
tabulated. The various items comprising the balance sheet
are shown in detail under appropriate headings in the preceding
and subsequent pages.

The statement Table X (page XXIV of Public Account.)
shows in summary form the actual revenues collected by the var­
ious departments and their expenditures for the fiscal year. These
items represent the normal discharge of business financed by
charges levied by the government on the public. Notice, for
example, the items both of Revenue and Expenditures under
the heading Attorney General. The amaunt S930,865.62 on the
revenue side is broken down into its various sources on page
XLIII. On the expenditure side of the statement the item
Attorney GeneraJ is shown to be S160,496.57. On pages 1 t<l 11
the items of expenditure are shown in greater detail, for example.
court reporting, criminal prosecutions, etc. Page 2 of Part II
of the report shows a breakdown of the item Court Reporting,

51 A detailed lUlalyllla or butb:",ay expenditurell is preeentied in the &lWual ",port or
the Depart.mfO.nt or Higliways.
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Table XI

CONDENSED STATEMENT OF PROVINCIAL REVENUE
AND EXPENDITURE

Fiscal Year 1938

REVENUE

S 930,865.62
63,200.84

4.302,092.92
2,810.82

624,967.31
1,348,406.78

.. $2.399.085.74

1.338,904.12
---- 83.737.989.86

Public Service.......................... 51.557.05
Public Works and Mines................ 737.639.83
Labour................................ 4.852.37

---- SlI,804.3S3.40

Department or-
Attorney General. . . .
Education. . . . . . . . . . . . . . .
Highways. . . .. . .
Agriculture. . . . . . . . . . .. . .
Public Health.. . . . . . . . . . .
Provincial Secretary .
Provincial Treasurer-

General .
Nova Scotia. Liquor
Commission .

EXPENDITURE

160.496.57
1,340.244.87

676,347.09

Depa.rtment or-
Attorney General. . . .
Education .
Highways-

General. . . . . . . . . . . . . . .. 32,367,524.25
InterestoD li'unrled Debt. 1,725,694.70

----- $4,093,218.95
Agriculture.................. 297,353.78
Public Health.. . . . .. . . . . . . . . . 2,350,391. 72
Provincial Secretary. 78.910.00
Provincial Treasurer-

Interest on Funded Debt.. $2.179.955.72
Less: Received (rom Nova

Scotia Power Commis-
sion., .

1,503,608.63
General. .... . . .... 415.465.64

Public Service..... .. .. . .
Public Works and Mines .
Labour. . . . . . . . . . . .

1,919,074.27
198,074.41
344,775.11
514,123.96

---- SI1,296,664. 34

Revenue Surplus for the fiscal year ended 30th November.

8.19~, before charging Sinking Fund Instalments., .
Inking Fund Inst.aJ.ment8 and Serial Retiraments. includ­
i1!g Highways Funds. paid during the year ended 30th
~ovember. 1938 .. ,., , , , .

No\. Revenue Surplus for the Year .

507.719.06

361,581. 66

S 146,137.40

Table reproduced from Province or Nova Sood•. Public Auoull.t" 1938. p. mv.
Note: o..pltal Expendll-ul'63 are DOl Included in this table.
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givmg an itemization of each expenditure. This arrangement
is followed for all other departments.

A consolidated balance sheet showing the results of all
provincial business is presented 00 page LXIV. This is, in part,
the balance sheet on page XXII combined with the statameots
of the Power Commission, the Liquor Commission and the Land
Settlement Board. It epitomizes the provincial business for
]938. The interesting statement on page LV reveals the complete
cash transaotions of the Provincial Treasurer's Department
and supplements the previous statement.s of revenue and ex.
penditure. The annual business of the government is completely
summarized in this statement.

It may occur to the reader, at this point, that the manner
in which the province presents financial statistics and the man­
ner in which statistics have been presented in this bulletin
differ considerably. Again it may be emphasized that the present
purpose is to illustrate the cost of achieYing certain objectives.
One serious criticism of gonrnmental accounting is thus raised.
The Provincial Secretary's department, for example, is given
the task of administering and collecting certain taxes while the
demands on the Provincial Secretary's department (necessitating
expenditure) are relatively insignificant. From an examination
of the above statement, Table X, it would appear to the novice
that the Department was running quite effectively: revenues
$1,348,406 and expenditures $78,900. The Department of Public
Health, on the other hand, according to tho same reasoning is
not operating on a sound basis. This technique of presentation
when used alone (1) Cails to illustrate the cost to the taxpayers
of \"&Tious services and (2) encourages misconceptions concerning
the significance and objectives of various departments.

The value of complete, well written and well presented re­
ports cannot be over-emphasized. Every governmen~ likes to
feel that it has the full confidence of the citizens for whom it is
running the province's business. To allow rumours, newspa.per
comment and incomplete data to be publicized is only to invite
criticism. There is no necessity for secrecy in the operation of
the finances of any government. In the first place the money
belongs to the people. In the second place the money is used
for the people. By the simple expedient of preparing financial
reports citizens who desire to know what is being done can satisfy
themselves that the government officials who have been placed
in authori~' are discharging effectively their obligations.
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CHAPTER IX

PROBLEMS AND POLICIES

THE survey of the recent financial history DC the province
indicates that the government has heen confronted with

many new problems. The economic conditions that followed
the Great War of 1914-1918 and the further disturbance of the
depression after 1929, forced governments everywhere to readjust
their financial policies. Expenditure needs increased for welfare
purposes, and capital expenditures for public works and highways
seemed necessary in order to compensate for the disturbing condi-:
tions in private industry. But, while expenditure needs increased,
the revenues of the province were less easy to expand, because
the province is constitutionally limit-ed in its taxing powers and
because economic dislocations arising from additional taxation
might offset such advantages as resulted to the provincial econ­
omy from governmental expenditures. In consequence, the re­
cent financial history reveals rapidly expanding expenditure
requirements, met largely by a growth in public debt which has
been most exceptional for peace-time.

The province of Nova Scotia meets the conditions imposed
by the war under unfavourable financial circumstances. Prior
to the outbreak of the war the government had been attempting
to expand certain services such as wellare and education with
a relatively inflexible revenue system. Fixed charges for debt
service and the maintenance of capital equipment absorb nearly
fifty per cent of current revenues. Problems of debt manage­
ment, the encouragement of industry and relief of unemployment
were of considerable importance. The outbreak of war raises
an additional set of financial problems for the provincial govern­
ment. New financial policies may be necessary to cope with
them. Despite the fact that the provinces and the Dominion
have equal status in the federal organization, the Dominion gov­
ernment is responsible for the conduct of the war and therefore
will require additional revenues and new borrowing, all of which
will tend to affect (and possibly to limit) revenues and borrowing
available to the province.
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The budget brought down by the Provincial Treasurer in
March of 1939 provided for certain measures which may be
rendered unnecessary by new circumstances. In the light of
changing economic conditions, as well as changes in Dominion
policy, the recent trend toward expansion in certain govern­
mental services may be checked. Possible inflationary tendencies
in the money ma,rket, plus the addition of many Dominion taxes,
may curtail a number of provincial revenues. Due to war condi­
tions, the problem of relief may be alleviated but it is highly
unlikely that welfare and social services in general can be cur­
tailed since they are not yet on a satisfactory level. In addition,
the province is dependent to a great extent on Dominion subsidies
and grants which, under war conditions, may become fixed.

As indicated previously, the great bulk of capital expendi­
tures have been made for the construction of roads. In view of
the tremendous outlay that the province has made, it is neces­
sary to keep the roads in an adequate st·ate of repair in order to
maintain and preserve the capital investment. Prior to the out­
break of the war, the revenues from the gasoline tax and the
registration of motor vehicles and ot·her such license fees have
been sufficient to support service charges for the maintenance
and upkeep of the roads (but not for the complete amortization
of existing debt). Should the tourist trade decline as a result
of the war, it is possible that a heavier burden may fall on the
general current budget.

In Chapter VII it was pointed out that the province in 1937
had a debt of over ninety million dollars. By 1939 this had in­
creased to one hundred and ten million dollars. Annual interest
payments have been in the neighbourhood of three and a half
million dollars. In Table IX, p. 65, the maturity dates are
shown. Within the next two years approximately nine million
dollars mllst be repaid or refinanced. Very small sinking funds
are available to amortize this debt. The present provincial
practice of refinancing debt obligations under declining interest
rates is likely to be no longer ava.ilable. Should the Dominion
government demand war loans and should private investors
attempt to liquidate bonds in order to invest in stocks, it is pro­
bable that interest rates will tend to rise despite artificial controls.
The conduct of the Exchange Control Board may eliminate
provincial borrowing from the United States-and British markets
in which event the province would have to compete with the
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Dominion and other provincial governments in the Canadian
market. If the activities of the Central Bank in rendering fin­
ancial assistance have inflationary tendencies the bond market
may be adversely affected. In other words, as a result of the
war, the province is likely to have to offer more money than
hitherto anticipated in order to refinance maturing debts. Should
the province allow its total debt to increase further (assuming
no Dominion control of provincial borrowing) the problem of
the debt burden would become one of the first magnitude.

Should the province, as a resul t of dislocations in the economic
system as well as rep(;rcussions due to Dominion policy. be faced
in the near future with increasing burdens, the alternatives avail­
able to the administration are basicall~r either the reduction or
total expenditures or the increase or revenues. The possibility
of either of these alternati\'es being employed is extremely sig­
nificant to the taxpayer. Shall the province seek to maintain
the existing load of provincial taxes while the taxpayer assumes
an additional burden of Dominion taxation, or shall the province
attempt to alleviate the provincial burden in order to assist
the taxpayer in meeting the now Dominion burden?

In any attempt to reduce expenditures it is necessary to
examine the various services now provided by the provincial
government. It has been pointed out elsewhere that wellare
services, while not up to standards in other parts of the Dominion,
are necessar~' to the people of the province. It is unlikely there­
fore that these services can be curtailed. Although there is some
indication that the Dominion government eventually may under­
take the complete responsibility for old age pensions, mothers'
allowances and the relief of unemployment, expenditures for
these services will be for some time matters of provincial concern.
Thus, any economy in this direction is attendant upon Dominion
actiOIl.

In the past fow years efforts havo been made to improve
the standard as woll as the exten t of educational facilities through­
out the province. This development caUs for increasing expendi­
tures on the part of the government. Such obligations as are,
at present, included in the educational policy cannot be avoided
without seriously affecting the whole structure or education
throughout the province.

A considerable sum of money has been invested in highway
development. In order that the iuvestment may be preserved,
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it is necessary to make relatively heavy maintenance expenditures
each year. In view of the need for highway facilities any econ­
omies in this direction will be negligible. Furthermore, it may
be necessary (or the government to subsidize certain industries
in order to achieve an economic utilization of existing capital
equipment.

The many additional services provided by the government
have shown a tendency to increase. Since the administration
has been attempting to bring the function of government to a
new level of efficiency, efforts to curtail its activities will be met
with opposition. Moreover, the expenditure for minor services
if compared to those in other provinces substantiates the comment
that government in'Nova Scotia is frugal by contrast with other
governmental organizations.

So far as economies are possible (and expedient) no doubt
they will be made. The alleviation of the unemployment pro­
blem, if only temporary, offers a possible economy of expenditure.
But any savings in that direction may be more than counter­
balanced by increased charges for refinancing the maturing debt
obligations. Furthermore, the Question of municipal solvency
has not been considered. Should the province be forced to as­
sist mUnicipalities in order to preserve provincial credit, the
expenditure needs may increase sharply.

The most feasible alternative courses at present facing the
province are either the maintenance of revenues at the existing
level or, should debt charges increase, as well as other costs,
the necessity of increasing revenues. Under the first altern­
ative the taxpayers will be forced to assume the additional
burden of Dominion ta..'(ation while maintaining the same level
of pa,yments to the province. Should the latter alternative be
forced on the province then search for additional revenues as
"'ell as reorganization of the existing revenue system is of para­
mount importance.

Certain possibilities may be considered as a partial solution
of the problem. They include rearrangement of the present
structure of the tax system and the inclusion of additional taxes
or the substitution of certain taxes for those now relatively un­
productive.

The present arrangement of corporation taxes does not
appear to be economically sound. While no substantial increases
in tax rates, at the moment, appear necessary, it might be worth
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while to consider the levying of the tax on a uniform base. Banks,
insurance companies, building and loan associations, fiduciary
institutions and other financial organizations may have to be
distinguished from mercantile and manufacturing corpora.tions
and the taxable status and ability of each classification should
be considered. Levies proportioned to net income should be
applicable to the end that any business when profitable shall
bear its share of business and privilege ta."(es.

It has long been argued by competent economists that an
income tax is the most equitable method of apportioning burdens
for general governmental services. Consideration of political
expediency often resulting in borrowing must, under existing
circumstances, be superseded by considerations of equity. It
seems, therefore, that a provincial income tax collected by the
Dominion government and transferred to the province-thus
avoiding administration expense-might provide the additional
revenue.

Motor vehicle license fees, based on considerations outlined
in Chapter I may be examined as a possible source of additional
revenue. Since the highways provide the means of transportation
necessary to the conduct of industry within the province, and
since the gasoline tax cannot be pushed much higher without
becoming punitive, a revision in the scale of license fees might
be considered. Since the aim of special levies is to provide for
the financing of special services, an increase in license fees might
be justified.

In view of the relatively precarious financial position of the
province, the sale and distribution of liquor within the province
might well be geared up to the most productive position possible.
As a result of the Dominion levy on liquor-not to 8uppress it
but for revenue purposes-it may be necessary for the Liquor
Commission to adjust continually the price scale for the various
brands of liquor in order to maximize the revenue from each
brand and therefore to maximize total profits. If this is not
done, the revenues may shrink due to the effects of Dominion
taxation.

Search for additional revenue always raises the issues of
collection costs, administration costs, and swiftness and certainty
or collection. The reyenue yield is also an important considera­
tion. Thus, selective sales taxes or (to keep within the doubt­
ful bounds of constitutionality) retailers' occupational sales taxes
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may be considered in some circles. Such a tax of so much per
dollar of business done may be collected -Crom the retailers for
the privilege of doing business. The retailer would be considered
as agent for the government as in the case of gasoline taxes. Ad­
missions, cosmetics, cigarettes and even food can be included in
this tax. This form of regressive tax should not be contemplated
before a tax on personal incomes is imposed.

In the determination of administrative policy two factors
are of extreme importance, namely, the ends in view and a know­
ledge of alternative methods of achieving them. Ends and means
often are confused, with the result that certain objectives are
overlooked. The program as outlined in the annual budget is
often considE'red the ultimate end of government business, where­
as such planning is in reality only part of a long run policy. Since
governmental activities are subject to fluctuations in the eCOD­
omic system (or vice versa), policies of revenue collection and pub­
lic spending must be considered with reference to the structure
of the economy as a whole.

Federal policy may seriously affect provincial finance with­
out any apparent intention and few compensatory actions are
available to the provincial government. Furthermore, the pro­
vince may be called upon to assist some oC the municipalities
which are in a doubUul financial position. The government is
going to be faced with the refinancing of provincial obligations,
and it is likely to be faced with periodical adjustments of industry
within provincial jurisdiction. The relative inelasticity of the legal
framework of rules whereby the administration is guided, as
well as the inability of legislators to Coresee Cuture events, makes
it difficult to formulate administrative policy to cope with the
problems. It seems necessary, therefore, that the whole financial
structure of the province and the municipalities be continuously
under examination in order that the taxpayers will not be over­
burdened with inequitable and non-productive taxes and in
order that the province may preserve its existing level oC financial
independence and integrity.
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