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lenders on govermment guaranteed mortgages, The Government has indicated
that as long as these private funds are made available in suffieient
quantities it will hold off making further direct loans, From the Minister
of Finance's recent budget speech it seems likely, however, that the
additional $350 million, recently appropriated, will be expended some

time during the 1958-59 fiscal year. In any case, it seems almost certain
that outlays for housing during the current year will exceed the record
levels of 1956 largely as a result of the injection of government funds
which has already taken place.

D. Transfer payments -- Six of the fiscal measures listed in
Table 2 are classified as increased transfer payments. The combined
fiscal impact of these measures for fiscal year 1957-58 is estimated
at between $229 million and 4279 million, equivalent to between 33 and &l
billion in the United States. Largely as a result of these transfers,
nonfarm personal income rose by 1.3 per cent from the third quarter of
1957 to the first quarter of 1958 while nonfarm National Income declined
by 1.1 per cent.

0ld age pensions were increased from $L46 to $55 a month and
larger benefits to blind and other disabled persons were made effective
starting November 1, 1957. For the fiscal year beginning April 1, 1958,
the cost of these measures is estimated at $106 million.

Special seasonal payments to unemployed workers in the winter
months have been a feature of the Canadian unemployment insurance program
since 1950, Uany unemployed workers who are not covered by regular
unemployment insurance or who have exhausted their eligibility for regular
unemployment benefits may receive these special seasonal payments. The
period during which special seasonal unemployment benefits could be made
was lengthened by two months by Act of Parliament in Wovember 1957.

This extended the eligibility period to run fram mid-March to mid-iay.

The cost of this extension was estimated at $13 million. 1In May of this
year, immediately after the new Parliament convened, the period was again
extended, this time for six weeks, through June 28, This second extension,
however, applies only to the current year, It will cost an estimated

%1 million,

A program of interest-free advances for currently produced farm-
stored grain was put into effect by the Advance Payments Act passed
October 31, 1957. This act resulted from the inability of the Canadian
Wheat Board, the sole purchaser of wheat in Canada, to buy currently pro-
duced wheat from farmers because of full govermment granaries and large
quantities of grain stored on farms awaiting government purchase, Be-
cause payments to farmers could not legally be made until their grain was
actually delivered into government storage, some scheme to provide advance
payments or loans was necessary if farm disposable income was to be
maintained. Estimates of total advances for the 1958-59 fiscal year range
from $100 to %150 million,
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Existing farm price-support legislation has been replaced by
a more liberal support bill designed to assure the faimer "greater
stability of income." The bill provides discretionery flexible supports
for all agricultural products and sets minimum price levels on key
products in relation to prices in a moving base period. The actual ex-
tent to which farm incomes will be increased depends on the manner in
which the new legisiation is administered. It seems likely, however, that
Canadian faraers will continue to receive much less subsidized support
than famers in the United States, (But there are indications that im-
ports of competitive fruits and vegetables from the United States may be
confronted by a more intensive use of tariffs and quotas this summer.)

The sale of some 550 million in wheat and flour to Colombo
Plan countries to be shipped during the winter and spring months of
1957-58 was announced by the Government on Jamuary 8, 1957. These ship-
ments were financed by long-term loans of $30 million and grants of $15
million. The short-run economic effect of this measure was to increase
the ability of the Canadian wheat Board to maintain purchases of grain
from Canadian farm .rs by increasing the rate of outflow from full govern-
ment granaries.

E. Grants to provinces -~ The Federal-Frovincial tax sharing
arrangements act was amended on January 29, 1958, so as to increase by
$87 million the amount of federal tax revenues to be given the provinces in
the fiscal year beginning April 1, 1958,

Another wmeasure which will increase federal transfers to the
provincial governments are the promised federal contributions to the
various Provincial Health Insurance plans. In fiscal year 1957-58, these
will probably total 70 million.

F. Public works -- A major issue in the recent Canadian election
campaign was whether the Federal Government should rely more on further
tax cuts or on an expanded public works program to promote econcmic re-
covery, The Liberals espoused additional tax cuts totaling $400 million
(roughly equivalent to a cut of $5 billion in the United States on a
Gross National Product basis) as a recession remedy. The Conservatives
did not promise further specific tax cuts, but proposed instead a "great
national program of public works" including a highway program to open
theYukon and Northwest Territories,

Since the Conservatives won the ifarch 31 national election in
overwhelming fashion they are in a position to carry out their promised
public works program as they please. The presentation of the anmual
budget on June 17 has resolved speculation concerning the size and impact
of their program. It appears to amount to no more tnan a modest acceler-
ation of projects either already begun or already on the list of scheduled
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, Thus, public works outlays by the Federal Governmeﬁt durlng
rrent year are scheduled to rise by only about $103 mllllon, eqiva-
‘about $1l.k billion in the United States. While large, this =

the same order of magnitude as the increase in transfer payments or the'
on of funds for residential construction.

The various measures put into effect by the Canadian Government
durlng the past year add up to a major anticyclical effort. In terms
of relative economic impact, the program for direct housing loans has
probably been the most important measure, followed by inecreased transfer

L public projects has not had andwill not have an economic iﬁpact7

payments and tax reductionse 1In the current fiscal year, larger prov1ncialg,

grants and expanded public works will increase in relative importance. o

As a result of these measures and the automatic decline in
government revenues because of the decline in national income, the e
federal budget for fiscal year 1958-59 contains a cash deficit of $1l.L
billion, equivalent to about $20 billion in the United States. And this
estimate assumes that the beginning of an economic recovery, now dls-'~'”
cernable in Canada, will continue so that real output in 1958 will be .
2 per cent higher than in 1957, If a more limited recovery or a renewedf
decline occurs, the deficit will undoubtedly be greater. ,

Due to the Government's energetic program, together with the
great improvement in its balance of trade as a result of sharply reduced
imports and well maintained exports, the Canadian recession has been v
considerably more limited than the recession in the United States and a
definite economic recovery in Canada appears to have begun in the first
quarter of this year.
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