136
The Budget—Mr, Ilsley

COMMONS

has not elapsed since the appointment of his
successor for his election to a seat in this house,
and it is therefore necessary that the financial
proposals of the government should be placed
before the house by the holder of another port-
folio.

The task before us to-day, like many a task
in war, is a difficult and disagreeable one. Bud-
geting at the best of times is not a pleasant
business, as it involves essentially the counting
of the cost of what we do. In the situation
to-day, when we are entering upon a war of
whose nature and duration we can guess only
a little, it is difficult even to foresee the order
of mdgnitude of the cost we shall eventually
have to incur, and to pay. Therefore, our
financial plans can only be provisional and we
must be prepared to adapt them to changing
circumstances. But it is doubly important
under these conditions that we act with care,
and seek to avoid financial pitfalls as we would
the stratagems of the enemy. We shall not
make the mistake which was justifiably made
when Canada entered the last war, expecting
it to be a short and only moderately expensive
one. We know that mechanized warfare on
the modern scale is tremendously costly and
we can be sure that if the war continues the
cost will increase probably more than propor-
tionately. Therefore we must make our plans
now with the full realization that we may be
in for years of strenuous national effort.

We enter this war at a time when Canadian
business has been reviving from the recession
which checked our recovery from the great
depression. Without attempting to describe
economic conditions in detail, I would draw
your attention to the fact that conditions have
improved substantially in the four months that
have elapsed since the last budget. Our west-
ern farmers are harvesting a bountiful wheat
crop, apparently much better than was ex-
pected a month ago when earlier, more roseate
prospects were being threatened by weather
conditions. Wheat prices have also risen con-
siderably in expectation of increased war
demand. Construction activity, not only resi-
dential but industrial and commercial as well,
has shown a notable increase due in substantial
part to the measures enacted by parliament
to stimulate it. Our exports both to the United
Kingdom and the United States have increased
substantially. In spite of the acute political
tension in Europe during the last few months,
business sentiment in Canada had improved
and there was mounting evidence of a new
forward-looking attitude. Given peace, we
might legitimately have anticipated a brisk
recovery during the balance of the fiscal year.
Now that war is upon us, its immediate effects
may produce hesitation and quietness for a
month or two in view of the shock to business
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confidence and the necessity of making read-
justments to war conditions. This period should
not last long, and once it has passed we may,
I think, expect a more rapid expansion due
to the insatiable demands of war.

It has been a matter of special gratification
to note the comparatively moderate effect of
the immediate shock of war upon our finan-
cial markets. It was only natural that cer-
tain reactions should take place in the open-
ing days of a major war but there has been
no closing of stock exchanges, no public
hysteria, no wholesale liquidation, no strain
upon our financial institutions., What a con-
trast with the cataclysmic events of the first
two weeks of August, 1914! What has
happened is, of course, a strong tribute to
the vastly improved position which we enjoy
to-day. True, we start with a much higher
public debt, but in most other respects our
economy is infinitely stronger. We are no
longer dependent on vast imports of foreign
capital on which the old pre-war boom was
based. During and since the war, Canadian
savings have increased enormously and we
have built up a vast and efficient mechanism
for the mobilization of these savings. The
strength of our banking system has always
been recognized, but the changes which we
have made in monetary and banking legis-
lation during the last few years have greatly
improved its efficiency and flexibility and
its ability to promote the public welfare in
war-time as well as in peace-time. In recent
years we have increased enormously the
diversification of our industries, and in par-
ticular the remarkable expansion of our min-
mg and metal industries will be of unique
importance in a modern war. In every way
we are far better able to undertake immedi-
ately the great economic tasks which war
has thrust upon us.

Coming to my immediate task, I will en-
deavour first to review the outlook for our
revenues and expenditures for the present
fiscal year in the light of the new develop-
ments. You will not, I am sure, expect me
to deal with these matters in the detail which
is usual in an ordinary budget address, and
I know that you will be ready to make
allowances for the difficulties which inevit-
ably present themselves to anyone who
must attempt the role of forecasting the
probable course of events during even the
next few months. No one can predict with
any measure of confidence precisely what
lies ahead of us, and the estimates which I
will give you should be regarded merely as
rough approximations based on our view
of the probable course of events.

You will recall that in April last the then
Minister of Finance forecast total revenues



