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LETTER OF TRANSMITTAL

To tht CttisMM of th«

Provlnee of RritUh Colunbia;

Wt ubmit herewith • dincMMion of Mm* important fMturm
of tht guverDmeDtal organiMtion of your I*rovince, togethor

with a atatement of ita metbodx of flnancial control and anal> «ea of Ita

eatimatad revenue and expenditure for 1920. The latter are, aa far aa

poaaible, on a comparative baaia. No attempt haa been made to make
either the report, or the atudy on which it ia baMd, ezhauativ The
report illuHtratet, rather, the aort of information which t> < 'mom
of Britiah Columbia ahould have at their diapoaal. Much o .d ma-
terial uaed waa aecured from official reporta. Thia was supplemented

by informaiii J obtained at firat hand for the purpoae of amplifying

and clarifyinf^ documentary atatementa.

In one aeetion of this report an anempt ia made to compare
the azpenditurea of Britiah Columbia, Saakatchewan and Alberta.

Uaing the preaent British Columbia olaaaification aa a basis, every poa-

aible precaution waa taken in reducing the flgurea for the other Pro-

vinoea to the common denominator, but it must not be aasumed that the

functions which seem to be comparable, actually coincide.

Inter provincial standardiaation of pr •sdvre, accounting methods

and departmental organization arc desin « in so far us this can be

attained without interfering with .ieert<! and conditions which are pe-

culiar to the various provinces, i./en after standardization has been

carried aa far as is de^ laMe, there \vill remain local differences which

will always make rigid v.^.aparison misleading. Bearing this in mind

much can be gained by general comparisons of one province with others

aa to actual expenditures and revenues, but more particularly to in-

creasea in expenditures and revenues over a term of year^i.

It should be borne in mind that British Columbia differs from the

other provinces with which it is compared, in that it directly admin-

isters all its natural resources. How far the province benefits finan-

cially by this fact would make an interesting subject of inquiry.
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The Institute wishes to express its appreciation of the courtesy and

fine spirit of co-operation with which its representatives were received

by the various public officials interviewed. Without this co-opera-

tion the time required in making the study would have been increased.

In presenting this report to the citizens of British Columbia, we

are desirous that it should be -^lear in the minds of all that the Citizens'

Research Institute of Canada is an organization independent of govern-

ment, party or special interest and is supported and financed entirely

by private citizens. Its purpose is to ascertain the facts with regard

to the public business, whether governmental or non-governmental,

and to communicate such facts to the citizens in clear, concise form, in

the belief that good government and effective public service of all sorts,

in the last analysis, depend on informed citizenship. The Institute as

a citizen organization, therefore, is not interested in the fortunes of

persons or parties, but in the rights and responsibilities of citizens. It

is hoped to prepare studies for other provinces along these lines in

Ihe near future.

Respectfully submitted,

CITIZENS' RESEARCH INSTITUTE OF CANADA

J. E. HOWES,
Chief of Survey.

HORACE L. BRITTAIN,
Director.

Toronto, March 1920.





Organization of the Government of

British Columbia

Otnenl

The organization of the Government of the Province of Britisli

Columbia, as illustrated in Chart I, is similar in its main features to

that of the other Provinces in Canada. The Legislative Assembly,

which must meet at least once a year, consists of forty-seven members,

elected by the people, with a maximum term of office of five years. The

Executive Council is appointed from the party in power and has at its

head a President, usually the Premier of the Province. This Council is

limited by the "B. C. Constitution Act" to eleven members, of whom
only eight receive salary as such. The members of the Council act as

heads of the various departments of the Government and any member

may act as head of more than one department.

The Oomptroller-Oeneral

The Comptroller-General, while working in conjunction with the

Minister of Finance and the Finance Department, is a permanently

appointed official responsible to the Legislative Assembly. It is de-

sirable that this should be so, as it makes the holder of the office, to as

great an extent as is possible, independent of the heads of the various

departments. This independence is necessary if the duties of such an

office are to be carried out eflfectively. The advantages of the office

of Comptroller-General over that of an Auditor, on account of the

former's larger powers in connection with the exercise of control over

Provincial finances, must be patent to all. The effectiveness of the

office is shown conclusively by the great advances which have been

made since 1917 in the clearness and arrangement of the official esti-

mates.

The Civil Service Commissioner

The Civil Service Commissioner is also responsible to the Leg-

islative Assembly. This position is an important one since it is only

by the appointment of employees according to merit, with the proper

grading and standardization of .salaries, that conditions leading to sat-

isfactory service can be obtained. One person with a comprehensive

knowledge of the workings of every department, the number of em-

ployees with their positions, etc., should also be able, by assisting in a

proper co-ordination of all branches, to eliminate any unnecessary

duplication of duties.



In working towards this end, a chart of the organizr> ion of each

Department, such as we have drawn for the Department of Agricul-

ture—Chart II—would be of great assistance. We understand that the

Civil Service Commissioner has this in mind, but owing to pressure of

reorganization duties has been unable, as yet, to carry it out completely.

We would also suggest that, when all such organization charts

are completed, the head of each department be supplied with a chart

of his department. This graphic aid would be of assistance to him in

exercising departmental control and manasrement.

. Department of Ednostion

We understand that the Department of Education, with the Super-

intendent of Education as its executive head, is not represented di-

rectly in the Government by a Minister of Education, but that the

Superintendent is responsible to the Council of Public Instruction,

which consists of the members of the Executive Council.

If the Superintendent is granted large powers of initiative and,

in the eyes of the public, is looked upon as the actual head of the De-

partment, while at the same time ministerial responsibility for the

large expenditures of the Department is fully maintained, the British

Columbia method of organization is in many respects an ideal one.

Pnrehaiing Agent

Another position in the Provincial Government which, although

not shown in Chart I, is an important one from the standpoint of econ-

omy in administration, is that of the Purchasing Agent. This officer

is in the ComptroUing and Audit Branch. It is his duty to supervise

and control the ordering and purchasing of supplies, materials, etc.

required, not alone by the departments of the Government, but also

by the various institutions under its administration. There is no doubt

that the holder of such a position, if given scope and independence of

action in the performance of his duties, can, by watching the market

and by the purchase of supplies in large quai. .ities, effect large savings

for the Province. While in the limited time at our disposal we were

unable to study the methods practised by this officer, we wouM assurae,

from the manner in which his duties are set forth, that he has been

given sufficient authority to perform the same efficiently. In any event,

the creation of the position is comparatively recent and time is re-

quired for the complete organization of the service.
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The Annual Budget

Preparation

The method of preparing the Annual Budget in British Columbia
follows very closely the British procedure. The various departments
of the Government prepare their Estimates of Expenditure for the

coming year, on typewritten forms supplied for that purpose. (For-

merly no uniform system of presenting estimates by the Departments
was practised.) They are then presented to the Comptroller-General,

who, after checking them as to their correctness, sends them on to the
Executive Council. The Executive Council revise the Estimates in con-

sultation with the Comptroller-General, the Minister of Finance and
Ihe various heads of departments concerned. After the final revision

has been decided upon the Estimates are compiled in the Comptroller-

General 's office.

Similarly, the Estimates of the Revenue are prepared by the several

department heads and presented to the Minister of Finance, who checks
them in detail before submitting them to the Executive Council.

Any changes necessitated in the Tax Laws in order to make pro-

posed Revenues and Expenditure.'! coincide as nearly as possible are
also considered at this time.

The Estimates of Revenues and Expenditures are then printed and
presented by the Minister of Finance to the Legislative Assembly along
with the Budget Speech, as soon after the opening of the Annual Ses-
sion as possible.

The Budget Speech discusses the working out of the financial

policy of the preceding year, and sets forth the financial conditions
of the Province generally, with a short forecast of the future.

Passing of the Budget

The Estimates are considered item by item in the Legis' nre and
these are much discussed, regardless of the i^ct that changes t in are
seldom made. Intelligent criticism and discussion is possible n. British
Columbia on account of the form in which the Estimates are presented.
The Estimates of the preceding year are placed in a column parallel
to those for the coming year, so that any material changes can be seen
immediately.

.i



When All itemi have been voted upon, the Budget is ineorporated

in and passed as "An Act for granting certain sums of money for the

Public Service of the Province of British Columbia."

Szeontion, Audit and Oontrol.

After the Budget has been accepted by the Legislature, the next

important factor in the control of the finances is the method by which

the expenditures of the various departments are made and checked.

British Columbia, by replacing the ofBce of Auditor with hat of

Comptroller-General, has taken a commendable step in this connection.

The expenditures of the various departments are checked and

audited by the Comptroller-General's OfBce before payment is made

and in this way a continuous internal audit takes place, in addition to

the annual audit. The Comptroller-General also sees that the expen-

ditures of the various departments do not exceed appropriations.

Any dispute between the Comptroller-General and the depart-

ments relating to expenditures is dealt with by the Treasury Board,

upon appeal from the Comptroller-General's decision.

The method in vogue in British Columbia under which all dis-

bursements of employees in connection with travelling expenses art

supervised, acts as a check upon one large item of expenditure and is

worthy of comment. A memorandum of these disbursements must be

sent in, in detail, accompanied by a weekly report, to the Department

concerned, which files the report and, after approval, passes on the ex-

pense voucher to the Comptrolling and Audit Branch for payment.

There is a Public Accounts Committee, composed of representatives

of both sides of the House, which deals with such matters as it may see

fit in connection with the finances of the Province.

Form of Budget

(a) The general form in which the Estimates of Reven\ie and

Expenditure are now presented is, we think, an excellent one. The

practice of Sv tting up the Revenue and Expenditure under the various

departments has many good features. It brings home to the general

public the cost of operation of each one and places the responsibilities

in connection therewith where they belong, i.e., on the department

head. Formerly the classification used meant very little to the average

citizen. Items were so divided that it was very difficult, even with a

large expenditure of time on the part of any one interested, to glean

the exact cost of operation of any one department. Under the present

classification this can be ascertained at once.

10



Another innovation which ia greatly to be commended is the plac-

ing of the estimated Revenues and Expenditures for each item, for the

previous year, in a column parallel to the estimate for the current

year. The advantages of this are so obvious as to scarcely ire

mention. It makes intelligent comparison and criticism possible and if

there are any large increases in items they can be discerned at once.

The ordinary citizen can also understand the statements. This can-

not do otherwise than create interest, and it is only through the interest

and co-operation of the citizens that democratic government can hope

to operate successfully. Tli^se itemized and comparative estimates of

expenditure should also act as a check on any tendency which may

arise toward extravagance on the part of provincial departments.

(b) Placing of Actual Revenue and Expenditure for Previous Year

in Parallel Column: If the actual revenue and expenditure for the

preceding year were printed in columns parallel to the estimated

revenue and expenditure for such year, a further improvement would

be effected. We understand this is not practicable a'> the present time,

but suggest that steps be taken to make it so as soon as possible.

Statement I, relating to the Attorney-General's Department 1918-19,

illustrates what the revenue form would look like with the proposed

addition of Actual Revenue. The estimated expenditure form would

be similarly arranged.

T

Stattment I

PROVINCE OF BRITISH COLUMBIA
Estimated Revenue 1918-19

Alt»rM«y-G*m*rai't D$p«rtmtnt

Estimated
Revenue
1917-1918

35,000

17,010
120,000

20,000
S.S.OOO

180,000
60,000
10,000

40,000

$537.010

Actual
Revenue
1917-1918

S 1,210.00
52,199.00

17,280.57
193,256.50

28,065 52
65,487 SO

lf)6,644.48
55.615.35
9,983 69

20,535.25
17,199.93

$627,477 79

Service

Dor Licenses
Fees for Incorporation of Joint

Stock Companies
Fees from Moving Picture .^ct . .

Fees under Motor Traffic Regula-
tion Act

Fines and Fees of Court
Ciame Licenses
Land Registry Fees
Law Stamps
Reimbursements for Keep of

Prisoners
Trade Licenses
Prohibition Act
Miscellaneous

TOTAL

Estimated (or

Fiscal Year
1918-1919

$ 1.000

35.000
17,360

150,000
20,000
60,000
150,000
50.000

10,000
20,000

i,6o6

$514,360
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Thii praetiee ia recognised as a aound one bj pablie ilnanoien and
haa been in vogue in the presentation of estimates of revenae for some
years in the Province of (j^iebec. Some of its advantages are as follows

:

1. It supplies a real basis for making accurate estimates, by pre-
senting the experience of the year just closed.

The making of a aound and accurate estimate is of great
impo.unce. Inaccuracies tend, on the one hand, to cause
operation ' r deficit, through over-estimating revenues, or
under-estimbting expenditures, or, on the other hand, to piling
up a surplus, by reverse methods. Neither of these conditions
is in the public interest. The former throws responsibilities on
future yea^^ which should be borne by the current year, while
the latter extracts from the taxpayer, and piles up in the

Treasury, money which the taxpayers should be using in the

development of their own businesses .or the piesent and future
benefit of the Province. A large surplus also creates a ten-

dency towards over-expansion and extravagance.

2. It gives a better basis for comparison and discussion than the
column which shows only the estimated expenditures for the

preceding year.

Statement II., which follows, illustrates the degree of accuracy
with which Estimates of Revenue and Expenditure have been made
during a period of five years. This would lead one to conclude that

the basis on which the estimates have been compiled has not been as

good as it might be. It is interesting and encouraging to note that

the actual expenditure was always less than the estimated.

Statement II

PROVINCE OF BRITISH COLUMBIA
Difference in Estimated and Actual Revenue and Expenditure

For the Five-Year Period: 1913-14 to 1917-18 (Incl.)

Year
Rf.vf.nue* Expendituref

Estimated Actual Difference Estimated Actual Difference

1913-14
1914-15
1915-16
1916-17
1917-18

$10,246,085
9,963,915
6,994,615
5,844,015
9,778,325

$10,398,381
7,871,375
6,193,560
6,799,958
8,755,885

$ 152,296
2,092,540
751.055
955,943

1,022,440

$17,641,570
13,539,320
10,802,802
10,689,233
8.768,579

$15,762,912
11,942,667
9,880,662
9,079.517
8,073,565

$1,878,658
l,596,'i53

922,140
1,609,916
695,014

•These figures do not include Interest on Invefitment of Sinking Funds.
tThete figures do not include Sinking Funds chargeable to Investment Account.

12



Provincial Revenues

At the time of writing thii report no Public Accounts giving the

actual revenue and expenditure, under the new ayatem, had been

publiahed. The 1920 Estimates were, therefore, selected us a basis

for this study. When the Public Accounts for 1919 appear they will

presumably follow the form of the Estimates.* The Estimates are,

therefore, as valuable for illustrative purposes and have the advantage

of being for a year later.

Oronping of Btrann* AoeonUng to Bonroa

The Revenue is set up by departments and each item listed under

its department. A grouping of the various revenues under each depart-

ment according to their nature or source should prove of value. State-

ment III, subdividing the Estimated Revenue of the Department of

Finance for the year 1919-20 in this manner, illustrates the point:

Stottmmtt III
DBPABTIOMT Or FIMAWOB.

Bnbsldlss, etc., from the DobUbIob—
Interest $ 2»,151 06

Hubtidy to Ooverament and
LeKialature 180,000 00

Grant per Capita (392480) 313,984 00

For Land! Conveyed 100,000 00
« 623,136 06

PnUle Doaaln—
Coal and Coke Tai 1200,000 00

Mineral Tax 180,000 00

Rents 38,000 00
388,000 00

Feat-
Probate Fees • 75,000 00

Tax Sale Deeds 500 00
7.'5,500 00

Tazaa—
Amusement Tirlcets Tax $ 220,000 00

Income Tax 1,600,000 00

Personal Property Tax 750,000 00

Poll Tax 250,000 00

Real Property Tax 1,000,000 00

Succession Duties 300,000 00

Tax—Wild Lands, Coal and
Timber Lands 750,000 00

Taxes on Unworked Crown-
Granted Mineral Claims . . 60,000 00

4,930,000 00

ICiseeUaseous—
Interest (Misc.) I 75,000 00

Dykes Assessment Act 19,080 07

Revenue Service Refunds 4,600 00

Sale of Government Property. 3,000 00

Miscellaneous 30,000 00
131,680 07

16,148,^15 13

Statement IV. jrives a com )arison of the Revenues of the Prov-

ince under this classification for the period since 1909-10.

*The Public Accounts for 191819 have since come to hand and are in the

form expected.
13
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lUftrtne* to Chart III., which illoatratM the vtrUtion in amoanti

raised nnd«r thtM hMdiDfi in that period, thowi that th« to-e»lI«d

Revenue from the Publie Domain haii decreaned to a large extent, due

mainly to the deereaee in receipt* from Land Rales which are really not

revenue, hut proceed! from the sale of awMU. The Revenue from Taies,

on the other hand, has largely increased, due to the increased revenue

derived from the Income and Poll Tax. Chart IV, "Where It Comes

From", illustrates the diviMion of the Estimated Revenue for 1920, ac-

cording to source.

Chart IV

The Revenue—Where It Comes From
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ludPonita

Btfttemcnt V. ahows that whll« the revenue derived from the

If ome and Poll Tax in 1909.in wa* but 2.2"/, of the total revenue, it

h d rlaen in 1917.18 to 11.4%, and in 1919-20 waa eatlmated at

16.8%. Bee Chart V. The amount paid per capita, under thia head-

ing, haa riaen from 4b ceuta in 190910 to an eatimated $4.71 in 1919-20.

Britiah Colu bia ia, with one exeeption, the onljr Province in Canada

obtaining revenue from thia aource.

St0t0ment V

PKOVINCB OF BRITISH COLUMBIA

Compariaon of

Receipt! from Income and Poll Tax—With Total Rcceipta.

Period 1909.10 to 1919-20.

(llnAvd on Officiul Reporfai.)

j

t

Receipts from Income and PcrcentaRe
1 Poll Tax Income and

Yfar ; Total Receipt! ' Poll Tax of

^
!

Amount JC er Capita

1 4'3

Tctal

1909-10 1 18.818,596 28 ' 1 190,984 16 2 2%
1910-11 1 10,430.968 2 192,924.78 49 18
1911-12 10,677,762 71 i

240,731 63 61 2 2

1912-13 12.436.027 72
[

280,302 88 i 72 22
191J-U 1

10.398,381 10 348,452 03 |

«*< 3.3

1914-15 7,871.375 10 428.708 25 1 0<J 1 5 4

1915-16 6,193.560 60 32-,287 80 84 5.3

1916-17 1 6,799,958 30 296,801 75 75 !
4 3

1917-18 1
8,755.885 00 1.000,' H 25 2 55 1

114
1918-19 Est. i 9.730,055 13 2,515,' (00 6 41 1

25.9

1919-20 Ent. 1
9.795,390 13* ' '.8^0.000 00 4 71 i 18 8

•InrludnlaO.OCWrroro Dominion OovernmenI for Agricultural HAaaMiMt.

NOTK.—No Reiurn from Pnll Tas until P'.T-ia.
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An income tax is a fair method of taxation only when the machin-
ery for levying: such a tax is perfected, otherwise it is a burden
placed on a limited class of citizens whose incomes are readily ascer-

tainable. Th<3 City of Vancouver is now suggesting^ that it also be per-

mitted to use this source of revenue. In order to prevent such a tax
from becomic,; intolerable in British Columbia duplication of machin-
ery must be avoided. An arrangement should be madn with the
Dominion Government for the establishment of joint machinery to col-

lect income taxes, the proceeds of such taxation being divided between
the different governmental units according to a prearranged plan.

Chart V

Income and Poll Tax
Proportion of Total Receipts

Ear-marking Revenue Received from the Sale of Capital Assets.

While the Estimafos now pive a nominal separation of Current
and Cr.i)ital Revenue, this h .s not heen followed to its lo-rieal conelusion.

It is, we think, in the interests of all that any revenue derived from
the sale f . Capital Assets should be used only for Capiral Exjjenditures.

18
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The following are some of the items listed in the Current Rivenucs

1919-20 which may be considered in this light:

Coal and Coke Tax $ 200,000 00

Mineral Tax 180,000 00
Sale of Government Property 3,000 00

< < '< " " 4,000 00
Land Salei 80,000 00

Timber Sales 180,000 00

Timber Liccnies 1,180,000 00

Total <1,707,000 00

Inasmuch as it might be contended that timber sold either directly

or indirectly through licences, leases, etc. is being replaced to a certain

extent by natural growth, it is possible that a portion of the money

derived therefrom should be credited to Current Revenue. The balance

at least, however, should be ear-marked and placed in a fund to be used

for Capital P]xpenditures only. The policy of defraying current ex-

penses out of the revenue derived from the sale of the capital assets, if

pursued to any great extent, can only lead to difBeulties at a future

date.

It may be contended that at the present time sufficient expend-

itures of a capital nature are made from current revenue to offset such

sums as those mentioned above. If so, the clear separation of such

items on both sides should cause no embarrassment and would serve

to make the matter clear to the general public. A clear separation

between capital receipts and payments and revenue receipts and pay-

ments is the only safe method, as well as the only method which makes

en accurate and clear statement possible.

It might be noted that Manitoba has lately placed a law on the

Statute Books making compulsory the separation of such receipts

and their use for capital purposes only. A copy of this law is to be

found in the Appendix.

Separation of Item "Interest on Investment of Sinking Funds"

The practice of listing the interest derived from the "Investment

of Sinking Funds" under Current Revenue Account is one which

should be discontinued. This is ofTsct, in the Capital Expenditures, by

an item of equal amoun listed "Investment of Dividends on Loans,"

but we cannot see that this makes the transaction clear to the ordinary

citizen. While we are informed that this money really remains in the

Trustees' hands and that the above is simply the method of journaliz-

ing the same, we are of the opinion that "Interest on Investment of

Sinking Funds" should not appear under Current Revenue, but .should

be shown in a separate statement showing the condition of the Sink-

ing Funds.
19



Provincial Expenditures

Form of PreMntation

Tlie form in which the Estimated Current Expenditure of the Pro-

vince is presented follows closely that of the form used in connection

with the Revenue. The Expenditure is listed under the department of

the Government to which it belongs. It is further subdivided, under the

Department, into Salaries and Expenses. Expenses are, in turn,

classified under supplies, maintenance and repair of buildings, fuel,

light, water, travelling expenses, etc. This subdivision is a good one

and, while it has not yet been followed out as closely as might be iu

all departments, it is well carried out considering the time in which
the system has been in operation.

Division of Expenditures on Current Account

According to Objects Purchased

It is possible, from the subdivision given, to make, with a fair

degree of accuracy, an malysis of expenditures according to objects

purchased. Statement VI presents the Estimated Expenditure on

Current Account for the year 1919-20 on this basis, set out according

to departments. See Chart VI—"How it Goes."
Over one-quarter of the total annual current expense of the Pro-

vince is incurred on account of "PERSONAL SERVICES," i.e. for

Salaries and Wages. This illustrates how largely the personal equa-

tion enters into the problems of Provincial Government. While the

Civil Service Commissioner has by no means control over all employees

of the Government, this portion of Statement VI indicates the tre-

mendous importance of the Commissioner's work.

"OTHER SERVICES" amounts to 4.46% of the total. This in-

cludes all such
'

' ems as telephones, telegrams and other communication

services, advertising and publicity, and travelling expenses. This lat-

ter, according to the Estimates, will amount to about $300,000 for the

year 1919-20.

"SUPPLIES" includes heat, light and power, clothing, provisions

and all other supplies, and amounts to 7.23% of the total expenditure.

Prom this some idea can be gleaned as to the importance of the work
of the Purchasing Agent.

"UPKEEP AND DEPRECIATION OF STRUCTURE AND EQUIP-
MENT" amounts to a little over 17%- An item of $1,613,879.00 in the

Estimates of the Department of Public Works for maintenance and re-

pairs of roads, streets, bridges and wharves, accounts for the major
portion of this item. Such items as rent, insurance, and taxes, are in-

cluded under this heading, as well as ordinary repairs and renewals

of equipment. While certain items may be regarded as in lieu of de-

preciation, apparently no amount covering depreciation is formally

written off.

20
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Chart VI

The Revenue—How It Goes
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"INTEREST ON BORROWED CAPITAL" is a large factor in

the Annual Budget and is estimated in 1919-20 at about 12.10%. As
most of the debt on which this interest is paid has still a considerable
term of years to run before it is repaid, this item is likely in the future
to increase rather than diminish.

The remarks made concerning "Interest on Borrowed Capital"
apply with equal force to "SINKING FUND," which amounts to 5.30%
of the Annual Budget in 1919-20. The annual instalment on the mort-
gage on the British Columbia House, London, amounting to $9,700,
has been included in this amount.

The Province expects to pay out in 1919-20 about $2,500,000, or
21.25% of its total expenditure, in "GRANTS." Over $1,000,000 of
this amount is made up of Educational Grants. Hvispitals and Chari-
ties, Grants to the Soldiers' Aid Commission and to the University
of British Columbia, all listed under the Provincial Secretary's De-
partment, account for over another $1,000,000.

"MISCELLANEOUS" is made up from sundry items, such as
Exchange, Bank Charges and other expenses which cannot be allocated
under more specific headings.

We have estimated that about 2.52% of the total listed under
Current Account can be classed as "CAPITAL OUTLAY" made from
revenue funds. This is entirely outside of and should not be confused
with the Capital Account as shown in the official estimates.

Listing of Grants to Civil Senrants, Bonuses, etc. Under
"Department of Provincial Secretary—Miscellaneous"

Under "De.^artment of Provincial Secretary—Miscellaneous," we
find the following items:

(1) Grants to Civil Servants and Employees on Military Duty. .$ 50,000
(2) Salaries of Civil Servants and Employees Beturning from

Overseas Service ... 100,000
(3) Civil Servants' Bonuses 100,000

(250,000

We .suggrest that these items be allocated to the Departments to
which such Civil Servants belong. It could be argued that this would
not be a fair division as far as items (1) and (2' are concerned, inas-

much as it would be showing increased expenditures for any of the de-
partments which had a large number of employees doing military duty.
This argument carnot, however, apply to item (3) and we think that,

in order to show correctly the exact expenditure of the various depart-
ments, this amount should be properly allocated under the subdivision
of "Salaries" as a form of payment for personal services.

Transference of Annual Payments on Account of Sinking Fund from
the Capital Account to the Current Account.

As yet the Province does not seem to to have established depre-
ciation accounts. At least no depreciation items appear in the state-
ment of Expenditures nf the Province. Whi)." it is theoretically cor-
rect to classify Sinking Fund Expenditures as Capital Expenditures
(made out of income) as at present, it would seem desirable to consider

23



Sinking Fund Expenditures as in lieu of depreciation and to eUasify

them, therefore, as current expenditures, at least until such time as

complete depreciation accounts have been set up.

Oomparicon of Ezpenditnrei Over a Period of Teun

As previously mentioned, in the year 1918-19 a change was made

in the manner of setting up the Provincial Accounts. This "nders a

comparison of expenditures over a term of years extremely difficult.

It was at first thought that it would be possible to allocate the expend-

itures of the last two years under the divisions previously used. It

developed, however, that these divisions were extremely complicated

and in reality meant very little. Many salaries which would ordinarily

be looked for under the heading of "Civil Government (Salaries)

were given under "Public Institutions (Maintenance) " or under Mis-

cellaneous." On the other hand, divisions such as Education did not

include all expenditures made under that department. Even an ap-

proximate comparison under the old division was, therefore, im-

possible.

The expenditures as listed in the Public Accounts for the years

1911 and 1915 were, however, transferred to correspond with the div-

isions or departments under which expenditures are now listed. This

was done with a great deal of care and while, in all cases, it may not be

exact to the dollar, it is as fairly divided as was possible under the

circumstances. Each item was considered separately and allocated

to the department and function under which it is at present. For the

years 1919 and 1920 the Estimates of Expenditures were used, since

at the time of compilation no Public Accounts had een issued under

the new system.* These figures are set forth in Statement VII. and

illustrated in Charts VII. and VIII. This statement follows in every

detail the present method of presenting expenditures, so that "Public

Debt", as set up, does not include the Annual Sinking Fund Pay-

ments. This, however, is not to be taken as a reversal of our position

that such Sinking Fund Payments should be included.

It will be seen from Statement VII. and Chart VII. that during

this period of 1911-1920 there has been very little change in the cost

of "LEGiyLATlOX," or expenditure in the "PREMIERES OFFICE."

Expenditures in the "DEPARTMENT OF FISHERIES" have also

shown very little variation. There has been but little increase recently

in the expenditures of the "DEPARTMENT OF AGRICULTURE" for,

while this shows a percentage of increase of about 75 per cent, during

the period, the expenditures for 1920 are less than those for the same

Department in 1915. The newly-established "DEPARTMENT OF
LABOR" has shown a large increase, due mainly to its expenditure in

connection with t'ue various employment bureaus.

The expenditure on "PUBLIC DEBT" shows an increase during

the period of 313.47 per cent. While this increase was very rapid until

1919, there is little diflferenee between that year and 1920. The causes

*Sinee this was written, Piihlic Accnunta for 1918-19 have been received.

While there are some differences as to the amouats spent by each department

from those given in the estimates, this in no way materially affects the per-

centage in our result.
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Chart VII
PROVINCE OF BRITISH COLUMBIA

Comptriion of BxMnditurei bv DeMrtntnts
1911-1915-1919 (E«.)-192« (&;.)
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Chart Vllt

The Revenue^Where It Goes

H)THEK DEPARTMENTS:
Laglstatton
Pramlar'i OflBc*
Dapt. of FUharlM
Dcpt. of Labour
Oopt. of Railway!

J.«%
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for thin ezpanttion will b« diiienued inori> fully undw "The Provineiftl
D«ht." "THE DEPARTMENT OP EDUCATION" also showi »n
increafie of 87.14 per cent, for the period. The main reason for the ri«e
ia the inereaie in grants and aida given to achooU and school districts
by the Province. It Nhoiild be borne in mind that this does not include
the annual grant to the University of British Columbia which, in 1919-
20, was estimated at $285,000. We suggest that this amount should in
future be included in educational costs. This expenditure on education
is in addition to that made by the various municipalities.

The large increase apparent in the "DEPARTMENT OF MINES"
arises mainly through the money which is spent under the "Mineral
Development Act" and the "Mineral Survey and Development Act."

"THE PROVINCIAL SECRETARY'S DEPARTMENT" has
shown a large and steady increase in its expenditures. These have
increased a total of 143.92 per cent, during the period 1911 to 1920.
This can be accounted for, to some extent, by the necessary increases
in salary to the employees of the various inBtitutions under its super
vision. "Grants to Hospitals" have almost doubled in amount during
that time. Another factor which must be taken into account is the
Annual Grant to the University of British Columbia, which is now allo-
cated to this Department. It also includes various other grants such
as salaries to enlisted eniployecH, etc., which were discussed previously.

The great decrease which has occurred in the "DEPARTMENT
OP PUBLIC WORKS" current expenditures can be explained, in part,
by the fact that until 1917-18 no distinction was made in Public
Accounts between Capital and Current Expenditures on Public Works.
Capital Expenditures are now separated and not included in the
Current Account Statement for the years 1919 and 1920.

Statement VIII. gives the per capita expenditures for the various
departments over the same period.

Stattnunt VIII
PROVINCE OF BRITISH COLUMBIA

Comparison of Per Capita Expenditures by Departments
1911, 1915, 1919 (Est.), 1920 (Est.)

Department

Public Debt
Legislation
Premier's Office

Dept. of Agriculture .

Dept. of Attorney General
Dept. of Education .

Dept. of Finance
Dept. of Fishcrits
Dept. of Lands
Dept. of Labour
Dept. of Mines
Dept. of Provincial Secretary.
Dept of Public Works
Dept. of Railways

Per Capita

1911 1915 1919 (Est.) i?20 (E

$ .88 $2 01 $3 59 «3 52
17 .23 25 26
02 03 03 05
39 79 61 70

2 29 .V98 2 40 2.35
2.51 4 98 4 54 4 71
1 07 1 (.3 1 92 1 87
04 06 04 06

2 55 3 75 1 93 2 23
08 27

.13 18 .85 .85
2 44 3.94 4 93 5 91
8 40 7 90 5 06 5.31
.... 17 11 U

TOTALS $20.89 $29 65 $26 34 $28.20
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OompMlioa of Ixpraditarw of BrtUih Oolwbk
wUh Albtrte and iMlntohtwta.

In Statetaent IX. the Eatimated Ezpanditorea of Britiah Columbia
on Current Account for 1918-19 are compared with the Actual ExpendU
turea of Alberta and Saakatchewan on Current Account for a rorre-

pondinr year, both aa to total amount and on a per capita baiiis. In
order to make a comparison posaible, the ezpenditurea of Alberta and
Saskatchewan have been reduced, in th's table, to the division now
used in British Columbia. The expenditures of the departments in

Alberta and Saskatchewan will not, therefore, be the expenditures of
cuch departments as at present instituted, but appear as if these were
fashioned after those of British Columbia. The annual levy for Sink-
ing Funds has been excluded in all, since this is not included at present
in British Columbia under Current Account. (In practice, the other
Provinces include this in Current Account.)

In Alberta and Saskatchewan the expenditures for the Atlorney-
General's Depdr*nient appear liiifh, since the expenditures under the

Department of Municipal Affairs are included to correspond with the
practice in British Columbia. In reality, in the two former Provinces
this is a separate important Department. It will also be noticed that
in neither Alberta nor Saskatchewan is there a department correspond-
ing to that of the British Columbia Department of Lands. The former
Provinces do not administer all their natural resources as British

Columbia does.

This statement shows that on this basis the Estimated Expendi-
tures, of British Columbia on Current Account for the year 1918-19
were $i:6.34 per capito.' The Actual Expenditures of Alberta were
$13.;55 per capita, and of Saskatchewan, $9.!t2 per capita. If we exclude
the expenditure under the Department of Lands in British ColuMibia
(^as being attributable to administnition of natural resources), amount-
ing to $1.93 per capita, the per capita expenditure Mould have been:

British Columbia 124 41
Alberta '.".".'.".'.'.'."'.

13 35
Saskatchewan g 9>»

The expenditures causea by the differeuce.s in physical features
of the Provinces is illustrated by the expenditure under Public Works.
This consists to a large extent of expenditure for maintenance and
repair of roads, bridges, etc. The per capita for Public Works in

British Columbia was $5.06, compared with $1.33 in Alberta and $1.13
in Saskatchewan.

•The Actual Expenditures, since published, give a per capita expenditure
jn Current Account of $25.19.
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Id ordtr to Ulnstratfl elcarly how the tnnaferencm of cxpentiiturrH

were Bftd« w Alborta and 8oiikatrh«wan, we hove Miected the l>e-

portBtBtt of Affriealture and Education and fiven the expenditurea

in detail, aeeordlDg to the functionn performed by »wh departmenta.

Theaa are aet oat in Statements X. and XI. No apecial aigniflcance

attache* to the aelection of thene department!.

Sftmtnt X

Compariion of Expenditures for Agriculture.

Britiih Columbia. Alberta and Saskatchewan, 1918-19

Praa«r«4 e« ika kctit of ibc FuMltoiit ftrfQraed %y Ik*

BritUk ColdMbia Diparl««ai.

Funrtion Britith Columbia
(Eitiniatcdl

Miniatcr'i Office .
> $ 1 1,095 (10

General Office 40,754 00
Horticultural Branch \9,1bS .\.\

Live Stock Branch J5,A80 (Ml

Dratruction Noxious Wccils .

Agricultural Statiatics .<,120 (Hi

Women's Institutes 6,480 (HI

Grants, Agricultural Ass'ns, etc. .1<),0(H) (H)

CompensationTubcrcular Cattir 2 1 ,50(1 (HI

Demonstration Farms 25,(KM) (HI

Greater Production CampaiKn
i

Dominion Seed Grain Act ...

Miscellaneous
,

1,809 10

$240,201 4.1

Alberta

1 10,916 85
.17,935 62

09,812
20,58.1

4,276
7,456

143,477

91
79
08
71
69

76,645 66
43,766 68
28,680 85
1,0.12 23

$474,615 07

Saskatchewan

S 9,3J5 87
40.665 85

37,548 40
16,660 04
15,083 09

73,255 28

4,454 88

$197,004 07
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Stattmmit XI

Companion of Expenditures for Education
British Columbia, Alberta and Saskatchewan, 1918-19.

Prepared on th* baiii of the Funetioat Performed by the

British Columbia Department.

Function
British Columbia

(Estimated)
Alberta Saskatchewan

General Office

Free Text Bool<s
$ 27,534.00

68,556.00
9,250.00+
19.835 00
44,740.00
56.875.00

11,.500 00
1,395,000.00

SOO 00

$ 87,998.46*
14.964 73
36,585.52
19,057.62
80.608.07
76,833.41

16.988 91
667,591.99

39.969.71
1.961 99

9.459.07

21,618. 08

$ 82.087.42*
38,171.91
28,798.39Agricultural EHucation

Industrial Education
Inspection of Schools
Normal Schools
Education, Deaf, Dumb and

Blind
Grants to Schools

130,504 29
49,395.62

27,623.76
736,099.00

1,470.95
35,508.92
15,839.37
13,586.82
4,606.52

Grants to Libraries
Examinations 13,500.00
School Attendance Act
Grants, Research
Educational Survey
Summer Schools
Maintenance and Repairs of

Buildings 125.000 00
8,700 00Miscellaneous 9,597. 97

$1,780,990.00 $1,073,037.56 $1,173,290.94

The.se nmoiint.s contain Items for .snlnrics which, in British Columbia, nre nllocnted under the
v.nrious functions. It wns impossible to do this for Alberta and Snskntchew.-in from the infor-mation at hand, .so that the amounts are not .strictly comparable.
tNct expenditure, the grant of $20,000 from the Dominion Government havins been sub-
tracted.

General.

While the Budget Speech of the Minister of Finance di.scusses at
some length the financial policy of the Province, with its past experi-
ences and its future hopes and aims, we would suggest that, as an
introduction or appendix to the Public Accounts, explanations of the
various aspects of the situation and any changes in methods, etc.

during the year, might be set forth by the Comptroller-General or
Minister of Finance. Tables on a percentage and per capita basis,
along the lines of this report, would, we think, if included in such an
introduction or appendix, prove of interest.
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The Provincial Debt

The information given in the Public Accounts in connection with
the Provincial Debt is not as full or complete as could be wished for.

For instance, an item such as "Loan Act 1917, 5 per cen.'., due 1st
April, 193P . . . $200,000," does not convey a great deal to the
ordinan fu-zt'i.. We would suggest that a statement be prepared
showi.

J,' what tliir; r, cney was borrowed for and the use to which it

was p It. Sometlnnir ifter the nature of Statement XII., which is an
attemi t t tjubdiud' the Loan Act of 1919 in this manner, might be
follow,.! I!* th;s wore done for all Loans it would then be possible to
allocate the Sinking Fund and Interest Charges according to the use
to which the money was put. One would then be able to learn the
Gross Debt, Sinking Fund and Net Debt incurred on account of build-
ing roads, bridges, etc. This is impossible from the information at
present given.

So far as we can learn, no separate statement is published showing
in a clear and concise form the Gross Bonded Debt of the Province,
the Sinking Funds on hand in connection therewith, and the Net Debt.

Statement XIIL shows the growth of the Bonded Debt of British
Columbia from 1912-13 until the present time. This is based on Public
Accounts. The amounts given for 1919 and 1920 were taken from the
Estimates. The Per Capita Bonded Debt has risen from $27.40 in
1912-13 to $70.88 in 1919-20. The greatest annual percentage of in-
crease occurred in 1914-15, although there were large increases in
1915-16, 1916-17 and 1919-20.

The Annual Debt Charges (interest and sinking fund payments)
have also increased from $1.12 per capita to $4.51 during that time.
This is illustrated in Chart IX.

While there is no doubt that a Province with the great and largely
undeveloped territory of British Columbia requires large borrowings
to assist development, the fact that such amounts must be repaid should
also be kept in mind. Posterity should pay its share, but, in eflfect,

posterity to a great extent includes many of us who are here at present.
The future always brings its own burdens. British Columbia should,
therefore, while having regard for proper expansion, beware of over-
expansion. Its ideal should be to pay at least all current expenses out
of current funds and, if possible, to keep its Per Capita Net Debt from
increasing for a period of years at least.

Added to the Bonded Debt, another feature which costs the British
Columbia citizen a substantial amount annually is the "Interest, etc.,
on Debts on which the Province has Guaranteed Interest or Principal,
or Both." This is shown in Statement XIV. The guaranteed debt per
capita has risen from $151.76 in 1912-13 to $184.10 in 1917-18.
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Stvttmtnt XIV

PROVINCE OF BRITISH COLUMBIA

Showing Debts On Which Interest or Principal, or Both,

Have Been Guaranteed, 1913—1918

Year Amount Per Capita
Annual Payments under Agreement

Amount Per Capita

1912-13
1913-14
1914-15
1915-16
1916-17
1917-18

$59,562,072
81,882,072
81,882,072
75,207,772
74,822,072
72,255,405

S151 76
208 63
208 6a
191 62
190 64
184 10

S 57,321*
26,137
20,050
26.047

7o3,665t
907,^73i

s .15
.07
.07
.07

1 95
2 32

*Iuc1u(Im Sliuswnp niid OknniiKnn.

till ndditiun to thit ii I.oiiii wasinuilr m tlic CC F for |I.31U.X66.

till uiUitiuii tu this arauuiit a tuiii waa xn.uW to the f C, l< lor {tN21,222.

Another factor which should be taken into account in connection

with the Public Debt is the amount paid annually in "Interest on

Account of Temporary Loans." An attempt was made to prepare a

table of such sums, but, owing to insufficient information being at

hand, it was given up. Such a table, however, if prepared, should

prove of interest, since it would illustrate just hiow much temporary

borrowings cost the citizens each year.

In Statement XV. a Comparison of the Gross Bonded Debt of

British Columbia, Alberta, Saskatchewan and Quebec, with the Annual

Debt Charges of each, is set out. The figure for the Gross Debt of

Alberta is not exactly comparable since this includes debentures for

Telephones, which are self-supporting. Debt Charges on these are

eliminated in that column, however, as is the case with Saskatchewan.

This Statement shows British Columbia with Annual Debt Charges of

$3.92 per capita in 1917-18, compared with $2.19 in Alberta, $1.61 in

Saskatchewan and 94c. in Quebec.
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Separation of Funds

The results of the survey lead us to sugpreNt that in place of the
present Consolidated Revenue Fund and the Sinking Fund, four separ-
ate and distinct funds should be established with separate bank
accounts for each fund so as to prevent the possibility of mixing fundi
intended for one purpose with those intended for other purposes which
may conceivably be of an entirely different nature.

These Funds would be as follows

:

1. A Revenue Fund into which should be received all revenues
available for current expenses and out of which should be paid
all such expenses together with any capital outlay authorized
to be made out of such fund.

2. A Capital Fund into which should be received all funds bor-
rowed for capital purposes whether by the issue of debentures
or otherwise, together with monies realized from the sale of
capital assets and out of which should be made any capital
outlay not provided for out of the Revenue Fund.

3. A Sinking Fund into which should be received all amounts
necessary for the retirement of the debenture debt, such
amounts to be invested and eventually used for the retirement
of the various issues of debentures.

4. A Trust Fund into which should be received any trust monies
administered by the Province and out of which payments of
such trust monies should be made in accordance with the trust.

The above separation of Funds should be carried into the accoants
so that an Annual Balance Sheet may be prepared for each Fund,
together with an Income and Expenditure Account and Cash Account
for such Funds as may require same. A Consolidated Balance Sheet
and Income and Expenditure Account should also be prepared annu-
ally, together with other necessary supporting statements.

Conclusion

If, as pointed out previously, British Columbia makes a point of
not spending more on current expenses than can be raised by current
revenue, and also sees to it that its Per Capita Net Bonded Debt is not
materially increased, there appears to be no real reason, as far as the
Institute could discover from this very limited study, why taxation,
at least per capita, should be increased. There is no doubt that the
real requirement of British Columbia is capital to develop its great
natural resources and, of course, the necessary population to work
hand-in-hand in such development. Neither of these, however, is likely
to be attracted if taxation is extremely high. The importance of this
item cannot, therefore, be overlooked.
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APPENDIX.

CHAPTBR 9

An Act Rcipeciing the Capital Funda of the Province.

HIS MAJESTY, by ancj rtith the advice and conseiit of the Legiiilative

Assembl}' of the Provinie of Manitoba, enacts bh follows.

1. Whenever, in the future, monej's shall be received by the pro-

vincial treasurer from the sale or other disposition of provincial lands,

mines, timber or other assets or resources of the province, they shall,

except as hereinafter provided, be treated as capital funds of the

province, to be invested at interest, or used for strictly capital expen-

ditures, or applied in reduction of the capital debts of the province in

such way as may be deemed most advisable by the Lieutenant-Governor-

in-Council, and no part of such moneys shall be used for ordinary

expenditures of the province, or to supplement its ordinary revenue,

but all interest upon such capital funds, whether accruing upon de-

ferred payments thereof, or arisinp from investments thereof, shall,

when received, be treated as ordinary revenue, and may be applied

in payment of ordinary expenditures.

2. Moneys received for rents of land, grazing leases and timber

eutting rights, for grants of fishing and game licenses, and tor all

rights of which the exercise by the grantees shall not substantially

impair the permanent value of the properties over which they are

exercised, shall be dealt with and treated as ordinary revenue of the

province.

3. Royalties derived from mineral, gas or oil deposits in the pro-

vince, when collected from persons or companies extracting the same,

under license or permission from the government of the province,

Fhall be deemed to be receipts on capital account within the meaning
of this Act.

4. Every person who shall be a party or privy to the wilful appli-

cation of any of the capital funds of the province, in contravention of

the provisions of section 1 of this Act, shall be guilty of an offence

agi#iftfit this Act, and liable to the punishment provided for in section

164 oif The Criminal Code.

5. 'tfm Act .shall come into force on the first day of December,
1918.

STATUTES OF MANITOBA, 1918.
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