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term-then the . Government and the indi-
vidual citizens will enter the masrket in
competition for the proceeds of indus try.
Individuals off ering their money for the
goods -they desire tend te keep industry
working on these goods; the State, by off er-
ing additional purcitasing power will seek
to divert industry to the rnaking of goods
whicit the State needs.

In these circumstanoes, it is inevitable
titat wiit purchasing power increasing
fas4er titan production, prices 'will rise.
Each uniit of purchasing power .will buy
less gooda. The mass of the people will be
forced 'by the rising prices te forego net
only their usual and modest luxuries, but
indeed te necessities of lifs, and thus in
a roundabout and incomplete fashion the
State 'will get the better of the individual
citizens, and production will be devoted te
the production of goods irequired by the
State, and away fromn the production of
goods required by prîvate individuals.
Under sucit a condition of infiated prices,
the chief burdýen of war rests upon the
mass of people, and industry is only im-
perfeatly adapted to war needs.

I may possibly be able te make my
point clearer by the use of an illustration.
Let us suppose that the total production

ofa community W~ rspresented by one
million bushels of witeat, and that repre-
senting titis million bushels samong a popu-
lation of one hundred thousand, there are
-distribut-ed one million tickets, each of
which represents a fractional part of the
available supply. But the division bas
been very unequal among the people. In-
stead of each person having in hand
ten tickets, his just proportion, some
may, in-deed, hold only one, soins two,
some three, some as high as 100.
Now, supposing the .Government needs one-
third of the available wheat supply for its
soldiers, it can force the people to give up
one-third of the tickets; and if it be a just
and wise government it will sec to it that
those who have only one or two tickets
representing the amount of wheat necessary
for the maintenance of their healtit and
strength, are not asked to surrender their
tickets; .that those having ten- are asked
to give up net mnore titan three; and titat
titose bolding 100 are required to surrender
to thte State a very large proportion, indeed,
of titeir holdings. Titis is one metitod of
taxation-the metitod cf a properly gradu-
ated income tax.

The second method would be for the
Governiment te issue sonie new tickets, say,
several thou.sand new tickets, snd place

them in the hands of their purcitasing
agents «or presentation te titose in charge
of thte nation's supply. What would be thte
result? The State wDuld get its third, but
the tickets held by thte nation -would all
depreciate in value, and would represent,
instead of one busitel cf wheat, a very much
emaller portion. Titis might affect but
little the healtit, strêngtit, and comfort of
thte mpn wito had formerly iteld 100 tickets;
affect littie the healtit, strengtit, and com-
fort of the man 'wio held ten; but it would
meau thte direst itardship for the nian wito
held one or twe tickets. Titis is the method
,of inflation. Titis is wity inflation (bears se
heavily upon tite poor classes o'f our comn-
mujnity.

I now purpose dealing witit the question
as te whether -our Government has itad
greater recourse te borrowing titan it should
have itad. I answer that question in thte
affirmative. I do net think wve sitould ceom-
~pare ourselves te France, te Italy, te Aus-
tria, or te Germany, 'but that we should
compare ourselves te Great Britain and te
thte United States.

We, like the United States, met, in the
first four yesrs of the war, about one-haif
cf our war-time expenditure out cf current
revenues, while Great Britain met only one-
titird. But then, Great Britain's expendi-
ture was, comparatively speaking, hugely
greater titan our own. We spent up te
March 31, 1918, less titan five times thte sum
we used te spend every year in peace time,
while Great Britain spent twenty-five times
its peace outlay just prier te the war.
Then, if we ask the question, how mucit
surplus revenue did we raise during the
first four years of the war, over and steve
the total civil expen.diture cf tite last year
befere the war, we find a very different sit-
uation. We raised six per cent, the United
Kingdom twenty per cent, and the United
States about twice tite latter amount.

Second ly, we were in f suit, because we
did not adopt the other direcet method of
taxation, tite excesa profits tax, until thte

'war was well under wsy. We allowed war
profits of vast proportions te be heaped
up by certain individuals, witose laviàh ex-
penditure unduly competed with the Gev-
erniment for tite productive work of thte
nation. -Tiirdly, because when our income
tax wss adopted, the rates of taxation were
far tee low. Mr. Speaker, tite Opposition
is not te blame for that. Lsst year I very
strongly urged on thte then Acting Minister
cf Finance (Mr. Maclean) titat the rates
were far tee low. This year tite Minister
of Finance itas been obliged te follow thte


