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Mr. Speaker:

The purpose of this budget is - first and foremost - to
bring about a substantial reduction in unemployment. Unemployment
is much more than an economic problem. It is a grave social
problem, a serious human problem. I am deeply conscious of the fact
that for those who really want and need work, who are looking for
work and cannot find it, unemployment can be bitter and frustrating.

This budget is aimed at the faster growth of our economy
and the strengthening of its basic structure in order to achieve
the greatest possible increase in the number of permanent, satisfy-
ing jobs for our rapidly growing labour force.

This budget is aimed at reducing inflationary pressures
in Canada and at offsetting the effects of past inflation. This is
essential to protect our country's international competitive position
S0 as to ensure continued strong growth of production and employment.
It is equally essential to reduce the squeeze of rising prices on
family budgets and the erosion of the hard-earned savings of
Canadians.

This budget is aimed at increasing the real income and
improving the standard of living of Canadians.

It is aimed at ensuring that older Canadians share more
fairly and more fully in the growing national prosperity - which
their efforts during their working years helped to make possible -
so they may better enjoy living in well-earned retirement.

It is aimed at balanced economic expansion so that all
regions share equitably in our growing wealth. National unity

demands fair shares in national prosperity.

May, 1972, Budget Measures

This budget reinforces and builds upon the budget
which I put before the House last May. Taken together, the measures
proposed last May and those I will propose tonight are strongly
expansionary, while at the same time acting to curb the forces of
inflation. They will stimulate the growth of production and
employment, while helping business to moderate price increases.
They will put more income, more purchasing power into the hands -
of Canadian consumers without increasing costs.

Honourable members may recall that the budget of last
May, in addition to providing immediate stimulus to the economy,
was designed to serve two basic purposes.
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It was designed to achieve a greater measure of social
justice by easing the financial burden borme by pensioners, by the
blind and the disabled, by veterans and their dependents, by
students and their families and by those who face heavy costs for
medical care and treatment.

And it was designed to reinforce the structure of our
economy over the medium and longer term by strengthening the
competitive position at home and abroad of our vitally important
manufacturing and processing industries.

Parliament last session approved the proposals to raise
the guaranteed income supplement for pensioners and escalate that
supplement, old age security benefits, and veterans' pensions and
allowances to offset fully increases in the cost of living.

It is urgent that Parliament give early approval to the

" other proposals put forward in the May budget involving the income

tax, sales tax and the customs tariff, most of which are effective
in 1972. '

The measures to reduce the tax burden of manufacturers
and processors represent a first major step in the development of
a coherent set of new industrial policies. They are needed to
strengthen the foundation of our economy and its capacity to create
jobs for our working men and women - who belong to the fastest
growing labour force in the industrial world.

The manufacturing and processing sector is the largest
single source of employment in this country. It provides jobs
directly for nearly two million Canadians - nearly a quarter of
the whole labour force. It provides jobs indirectly for as many
again in the service sector, which depends for its growth on the
underpinning of viable primary, processing and manufacturing
industries. . '

The manufacturing sector, however, is highly vulnerable
to the new forces of competition that are now developing around
the world.

The reductions in the tax burden borne by these industries
will help them to overcome the competitive handicap caused by the
appreciation of the Canadian dollar since May, 1970.

These reductions will enable them to offset the serious
competitive threat posed by the substantial tax subsidies for
exports made available in the past year to U.S. corporations. The
real danger of such subsidy programs is not the immediate impact
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they may have on.our exports or our imports. That, too, can be
serious and takes time to show up. The real danger lies in their
possible effect on new investment in this country. This is more
difficult to measure. Often there is no visible decline of business.
Unless it is as profitable to invest in Canada as in the U.S. or
other countries offering special incentives, new plants don't get
built, expansions don't take place, jobs don't get created.

The easing of the tax burden of manufacturers will also
help them to meet the increasingly intense competition from the new
industrial giants that are emerging on the world stage - Japan and
the expanded European Economic Community.

The very recent international monetary crisis underscores
the significance of what I have been saying about our position in
the world. No one can predict the outcome of the changes now
underway in the world's trading and financial system or what their
impact may be on Canada's trading position. It should be clear to
all of us, however, that we will be better able to face whatever
challenges may confront us if we keep our industries strong,
resilient and competitive.

What is at stake is not the welfare of corporations and
their shareholders. At stake is the welfare of every Canadian. At
stake are hundreds of thousands of jobs that today depend on our
manufacturers staying in business and retaining their workers. At
stake also are hundreds of thousands of good steady jobs in the
manufacturing sector and supporting industries that will be requlred
in future across Canada for our new workers. It is critical that
we should all have a clear understanding of what is at issue.

That is why I am committed and the government is committed to these
measures.

It is sometimes argued that, far from creating new
employment, these measures will only serve to reduce the number of
available jobs by encouraging the displacement of workers by machines.
That sort of concern has been raised periodically ever since the
beginning of the industrial revolution. But the experience of
many decades has shown that advancing technology brings with it
continued expansion in productivity and output, continued expansion
in the real income that workers are able to earn, and continued
expansion in the number of productive jobs available. It is no
coincidence that for some time now the most labour-intensive
manufacturing industries in Canada have generally provided few - if
any. - new job opportunities, that they usually pay the lowest wages ,
and that they face the greatest difficulty from foreign competltlon.



It has also been contended that these measures should not
be adopted because a significant portion of the benefit would go
to foreign-controlled companies. Let me remind honourable members
of a hard reality: these corporations, which are today a
major source of employment in this country - providing jobs directly
and indirectly for a million or more Canadian workers, face much
the same handicaps as those that are Canadian-controlled. We have
to move toward greater control of our economy in a way and at a
pace that does not jeopardize jobs. I am sure these workers would
not thank this Parliament if it failed to take steps to counter the
threat to their own jobs because of some misguided sense of extreme
nationalism. '

In its most recent Annual Review, the Economic Council
of Canada warned that a failure to maintain the rate of productivity
growth throughout the manufacturing sector would lead to higher
costs, lower sales and fewer jobs for Canadian workers. The Council
emphasized that new policies were required to deal with this
threat. The Council concluded that, in its words, ''the fiscal
measures announced on May 8, 1972, concerning the manufacturing
sector may be considered an important step in this direction".

Members of the House will recall that last May I said I
was confident that Canadian businessmen would use the increased
cash flow to improve and expand their operations and to engage
in vigorous price competition at home and abroad. T said I
expected business to hustle, to grow, to compete and to build jobs
for Canadians. The recent pickup in production, investment and
employment in the manufacturing sector leads me to believe that
they are, in fact, already stepping up their performance.

T would like to advise the House tonight that the
government has decided to make a modification to the rapid write-
off and to introduce a new procedure to monitor the results of the
incentives to manufacturing and processing industries. We propose
that the two-year capital cost allowance provision be put in place
for an initial period ending December 31, 1974. Moreover, the
government will establish a reporting and review procedure in order
to assess the effect of these corporate measures on prices and
jobs. :

It is our intention that a report be submitted to the
House before the end of 1974. This report will be based on
detailed information provided by a large number of individual
companies and in-depth study of some 200 of the largest corporatioms.
I believe that such an assessment will prove how constructive these
measures will have turned out to be in creating new jobs and



‘moderating prices. It will also be helpful to the government in
reviewing the .capital cost allowance provision to decide whether
and in what form to extend it.

In order to better evaluate not just the new fast write-
off, but all aspects of present capital cost allowances,
I propose to initiate a thorough examination of the entire
system. We intend to complete this review by the end of 1974
so that Parliament will be in a position to modernize our whole
approach to capital cost allowances. 1 am vitally concerned
that our system for business depreciation be fair and reasonable
and not a hidden method for avoiding taxation.

The Economic and Financial Situation

I would like now to review briefly the economic and
financial situation.

Honourable members may recall that last year we published
an annual Economic Review in April and we intend to follow that
practice again this year. Because the budget is so early this
year, it is not possible to issue the usual budget White Paper on
government accounts at this time. This will be made available to
the House as soon as possible after the end of the fiscal year.

~In 1972 the industrial world enjoyed a strong economic
expansion. When confidence returned after the international economic
crisis of August, 1971, faster rates of growth set in everywhere -
in Europe, in Japan and in North America. Output in the industrial
countries went up at almost double the rate of the previous year.
I would like now to give a brief account of how Canada fared during
this period.

In 1972, Canada's gross national product rose 103 to
11 per cent. Personal income per head was up close to 103 per cent,
and the standard of living of Canadians as shown by consumer
expenditures per capita - after deducting the effects of price
increases - was up by nearly 53 per cent. We started 7 per cent
more houses than we did in the previous record year. A total of
250,000 new jobs were created, as compared with 200,000 in 1971,
an increase of 25 per cent. Farm income rose strongly and the return
on business investment was restored to more normal levels.

v Although the current account of our balance of payments
moved back into deficit, we were relatively free of disturbance
from the international economy. It is obvious from recent events
that foreign exchange markets have been prone to crisis. But
our own experience with a floating rate has been favourable. The



Canadian dollar, having been above parity in terms of the U.S.
dollar through the middle part of the year, has fluctuated around
parity in recent months. This held true even last week. The
operations of the Exchange Fund Account have been limited to
maintaining orderly conditions in the exchange market and have not
complicated the task of managing the government's financial
position.

"In the first half of the year, competition among the
banks drove up interest rates and led to an excessive rate of
monetary expansion. But the agreement reached among the banks
with my approval in June to lower interest rates on large deposits
eliminated these distortions and the financial markets have been
reasonably stable since that time. A generally expansionary
monetary policy fostered economic expansion and encouraged
Canadians to borrow in domestic rather than in foreign markets.

The final record of the government's financial position
for the current financial year will not, of course, be known with
certainty until well after March 31. In fact, a somewhat more than
normal amount of uncertainty should be attached to this year's
forecasts. In particular, because this is the first year of
experience under the tax reform, the timing and size of tax refunds
and final tax payments may depart significantly from historical
patterns. 'On the basis of information available at this date, we
expect something close to a balance on budgetary accounts and
non-budgetary cash requirements of approximately $2 billion, giving
total cash requirements (excluding foreign exchange) of about
$2 billion. This total is the same as that anticipated in the
May 8 budget. As compared with that budget, the non-budgetary
cash requirements are higher largely because of the higher-than-
forecast unemployment insurance benefits; the budgetary position is
stronger because revenues have been buoyant. The fiscal stance of
the govermment is best expressed by the government's total cash
requirement, budgetary and non-bhudgetary. For several years now,
we have followed the practice of determining our fiscal policy on
the basis of total cash requirements and, indeed, this is the
practice of most modern states in presenting their over-all
financial position.

The economic expansion in Canada was interrupted in the
third quarter of 1972 by events beyond the ability of anyone to
predict or control. The weather was most unfavourable last summer
in much of Quebec and Ontario. This adversely affected farm output
and all the many industries and services which depend upon
agriculture. In addition, a series of strikes shut down important
parts of the mining industry, tied up the forest industry in
British Columbia, closed down Canadian and other ports, and disrupted
the movement of wheat, lumber, iron ore and other export commodities.



Since September we have seen a sharp rebound of economic
activity. The fourth quarter, I am confident, will turn out to
have been quite extraordinary. In the early weeks of 1973, all the
signs - including our own revenues — are pointing sharply upward.

This year we are expecting the expansion to be driven
mainly by business capital investment, inventory build-up and
exports. Consumer spending and house building, which contributed
so much to the earlier stages of the expansion, will continue at
high levels but could rise less rapidly. It is evident that
business investment is now accelerating in response to the growth in
the economy and in anticipation of the enactment of the May budget
measures. When these measures become law, the growth in business
investment will become even stronger. So far we have seen little
growth of inventories in this expansion. I expect that businesses
will be adding to their stocks in 1973 in order to maintain higher
levels of sales and shipments. Thus, we have the basis for a very
good economic performance in 1973,

Unemployment and Inflation

Two major problems confront us. The first is unemployment.
The second is the rise in prices and costs. These are the key
problems to which my budget measures are directed.

The most unsatisfactory feature of our economic performance
has been the continuing high level of unemployment, even after two
full years of economic expansion. We would have done better, it is
true, had it not been for the weather and the effect of strikes
last year in slowing down employment, production and exports. But
other factors have been at work as well. The labour force is growing
rapidly both because of the age structure of our population and
because a growing proportion of young people and of women have
joined the labour force.

It is a fact that while unemployment has remained high,
employers are reporting difficulty in filling the growing number
of vacancies. Certainly more generous provisions for the
unemployed and the availability of support for many unemployed
persons from spouses or parents permit people to take more time in
finding the jobs that suit them best. We need more information in
appraising the unemployment situation and I trust the study being
undertaken by the Economic Council of Canada will be helpful.

The hard truth remains, however, that unemployment
is too high. I attach the highest priority to the creation of jobs.
My May budget was directed toward creating jobs. In September,
a major prdgram'to create winter employment was announced. One of



the very first steps which this government took after the

recent election was also directed to this same goal. I refer to
the Winter Job Expansion Plan, which for some time now has been
putting people to work. This program was directed at alleviating
seasonal unemployment, particularly in the slower-growth regions.
Further action is needed to deal with the more general problem.
We need to stimulate a higher rate of economic growth. We must
achieve a growth of real output of goods and services in Canada
appreciably in excess of our long-term average if new job
creation is to keep up with our rapidly growing labour

force and cut into unemployment.

The second major problem is that of rising prices and
costs. We are by no means the only country with this problem.
Inflation has now reached epidemic proportions in many parts of
the world. Our own experience was less favourable in 1972 than it
was in 1971. The acceleration in consumer prices was concentrated
in foods, which rose sharply last year. 1In part this was due
to local conditions, but in large measure it reflected the world-
wide market forces pushing up the prices of grains, meat, sugar and
other basic foods. A committee of this House is now investigating
these matters. Non-food prices have not shown nearly as much
acceleration at the retail level, but there have been sharp increases
in the prices of a number of primary commodities in world markets.

All Canadians are concerned about the rise in the cost of
living and the decline in the value of money which that entails.
If nothing is done, there is a prospect that inflationary expectations
will rise. This could disrupt financial markets, drive up interest
rates, disturb the exchange market and impose a brake on the economy -
in short, frustrate our efforts to increase employment.

Many have argued that the best way to deal with this
problem is to set up direct controls over prices, wages and other
incomes. As members are aware, Mr. Speaker, the government has given
extensive study to the matter of controls and has prepared a
contingency plan to be used if necessary. But the government does
not believe that the present circumstances - hurtful as they are to
many Canadian families - warrant the imposition of controls.
Controls would demand a far wider public consensus and more
evidence of an emergency situation than is now the case. Our
approach is to increase the supply of goods and services, to
increase personal disposable income, to relieve the pressure on
those hurt, to restrict the government's own demands upon the
economy and, above all, to trust Canadians, in their own self-
interest - businessmen, working men and women, professionals,
farmers - to exercise restraint in their demands for higher income.
If that self-interest is not reflected in good judgment, then there
will be a self-defeating escalation of costs and prices.



We are, then, faced with the twin problems of unemployment
and inflation. An expansion of output will contribute to the
solution of both. The government, therefore, believe that in
its own fiscal policy it should continue to impart stimulus
to the expansion of employment and to the supply of goods and
services. It is essential to provide this stimulus in ways which
will offer maximum resistance to the forces of inflation.

In seeking to stimulatelthe economy, while at the same
time resisting inflation, I have taken into account the actions
which were included in my last budget. Their effects have not yet
been fully felt because of time lags. They will continue to have
a substantial impact for some years to come. The measures I shall
recommend tonight involve action on several fronts. I shall lean
heavily, however, on the side of cutting taxes, as opposed to
increasing expenditures. This reflects the government's determina-
tion to impose restraint on its own spending in order to avoid
aggravating inflation. It also reflects the govermment's
determination to do everything reasonably possible to encourage
business, labour and the professions to exercise price and income
restraint in the national interest and in their own interest.

Budget Measures

0ld Age Security

I turn now to the budget measures themselves. Let me
begin with a proposal to help our older people. This is a follow-up
to the important measures we put in place last year to raise the
guaranteed income supplement for old age pensioners and to increase
both the basic pension and the supplemental allowance automatically
in step with any annual rise in the cost of living.

We are very much aware of the position of elderly people
in our country and over the years successive governments have
attempted to improve their situation as rapidly as our resources
would permit. We can be proud of what we have been able to achieve
for the most needy among our elder citizens by provision of the
guaranteed income supplement. That unique system of allowances was
introduced in 1966 by the government of the late Rt. Honm.

Lester Pearson. It provides old age pensioners in Canada with the
highest guaranteed income in the world.

At the same time we recognize fully that there are many
individuals and couples, 65 years and over, who - through hard work
and careful saving - have made provision for retirement income out
of their lifetime earnings. As a result, they do not qualify for any
part of the guaranteed income supplement. In the great majority of
cases, the incomes of these elderly citizens are still small,
particularly in comparison to the rising incomes of other Canadians.
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Despite their hard work and careful planning for retirement,
inflation has eroded the real value of their incomes and savings.
Those on fixed pensions have been unable to share in the benefits
of the rapidly rising productivity of our country.

The government has, therefore, decided that a further
portion of the nation's strongly growing total production should
now be allocated to 1ncre381ng the basic rate of the old age
security pension.

Effective on April 1, 1973, this pension will be raised
to $100 per month. This represents an increase of more than 15
per cent over the pension level which would otherwise have come
into effect on April 1 of this year. The cost of this additional
increase is estimated to be $290 million for a full twelve-month
period. The basic pension will continue at this rate until
April 1, 1974. On that date, it will be escalated in accordance
with the cost-of-living increase as provided for in my May budget
and now prescrlbed in the 0ld Age Security Act.

Those entitled to the guaranteed income supplement will
be able to add this benefit to the enlarged basic old age pension.
The GIS, adjusted by the cost of living, will -bring the combined
OAS/GIS monthly payment for a single person to $170. For a married
couple, the guaranteed income level will be close to $325 monthly.
Over the past two years, therefore, the guaranteed income for all
elderly Canadians 65 and over will have been increased by
26 per cent. Canada will thus maintain its worldwide lead in the
care and support for elderly citizens.

Further, in line with the increase in the OAS pension,
War Veterans' Allowances and Civilian War Allowances will be
increased by similar amounts to a minimum of $151 per month for
single people and to $257 for married couples. For recipients
of the allowances over 65 years of age, the guaranteed income will
rise to $206 and $357 per month for single and married people
.respectively. This increase preserves the relationship between
veterans' allowances and old age pensions and is estimated to cost
$9 million in 1973-74.

My colleagues, the Minister of National Health and Welfare
and the Minister of Veterans' Affairs, will bring in legislation
to have these increased pensions and allowances enacted and paid as
rapidly as possible. With respect to disability pensions for
veterans, a report containing proposals for increases in basic
rates of pension is being referred to the Standing Committee on
Veterans Affairs and the government will await the recommendations
of that committee.
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Commodity Taxes

I would like to deal next with several measures in the
fields of tariffs, sales taxes and excise taxes designed to stimulate
the economy and to strike directly &dgainst the upward thrust in the
cost of living.

First, proposals concerning the customs tariff.

The government is now recommending to Parliament temporary
cuts in the tariffs on a wide range of consumer products. I am
tabling a Notice of Ways and Means Motion setting out the details.

In choosing the products that would be subject to these
tariff reductions, and in deciding how large the reductions should
be, every effort has been made to avoid any adverse impact on production
and employment in our factories and farms across Canada. At the same
time, we wished to ensure that the tariff reductions would be
sufficiently broad in scope, and of sufficient magnitude to have a
significant effect in dampening the upward pressure on consumer
prices.

Particular attention was given to foods and other consumer
goods for which tariff rates are higher than average, especially to
those that are dutiable at a rate of more than 15 per cent. This
rate is now pretty generally the basic protective rate in the Canadian
tariff. The measure also covers a number of products in short supply,
such as meats and out-of-season fruits and vegetables, for which there
is not now a good case for a protective tariff.

Among the non-food consumer products covered by the measure
are drugs and pharmaceuticals; kitchen and dinnerware, furniture,
electrical applicances, house trailers, photographic equipment,
sporting goods and toys.

. Substantial cuts are also proposed for a number of Most-
Favoured—-Nation tariff rates on goods that are not produced in Canada.
- These rates had been maintained to provide a sheltered market for
Commonwealth suppliers, whose goods enter free of duty or at
relatively low preferential rates. For such food products as bananas
and citrus fruit juices, these preferences no longer serve the purpose
for which they were intended.

The reduced rates proposed for raw and refined sugar and
related products are broadly consistent with the recommendations of
the Tariff Board, adjusted to take account of our obligations to
Australia and the Commonwealth Caribbean.
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To the extent possible, we are not cutting tariffs where
to do so would have an adverse impact on job opportunities in Canada,
where it would have little effect on prices, or where a tariff cut
would run counter to other government policies. It is not proposed,
for example, to cut tariffs on footwear, garments and textiles, on
dairy products or eggs, or on fruits and vegetables in the season
when Canadian-grown products are being marketed.

The total value of the imports that will be affected by
these tariff cuts is about $1.3 billion. The economic impact must be
judged not just by the reduction of charges on imports, but by the
effect of such reductions in moderating prices charged by Canadian
producers and. distributors.

Honourable members will note that I am proposing that these
tariff cuts remain in force for an initial period of one year. The
reduction will be reviewed thoroughly before the measure expires.
Furthermore, we are seeking parliamentary authority to delete items
from this special list at any time during the course of the year
should circumstances warrant such action.

There are several other tariff reductions which do not
form part of this broad proposal. The details will be found in
the Ways and Means Motion.

Next I would like to refer to several measures affecting
excise and sales taxes.

First, I propose to remove the sales tax on confectioneries,
chocolate bars, soft drinks, fruit drinks and other similar near-
food products. The effect of this measure will be to exempt from
sales tax all food and drink except alcoholic beverages.

Second, I propose to abolish the sales tax on all kinds
of children's clothing, including shoes and other footwear. This tax
reduction will provide welcome relief to young families with
growing children, who face a constant need to replace outworn
and outgrown clothes and shoes.

I have chosen to remove the sales tax on these particular
items, namely the near-foods and children's clothing, because these
products are consumed by virtually every Canadian family. Moreover,
food and clothing account for a proportionately larger percentage
of the budget of lower-income families, so that the tax on these
products bears most heavily on those who are least able to afford
it. This action should help to moderate prices for these basic
necessities.



- 13 -

Next, I propose that the special 10 per cent excise tax
on toilet articles and cosmetics be eliminated. I propose also
that the excise tax on clocks and watches be removed, except to
the extent that a manufacturer's price exceeds $50. It seems to
me that these are now articles of mass consumption and should not
be treated as luxuries.

The purpose of these commodity tax reductions is
to benefit Canadian consumers. I appeal to Canadian producers and
distributors to so price their products that their customers will
benefit in the form of lower prices and more value for their money.
Parliament will be watching for results and I expect that Canadian
consumers will, as well. These measures come into force immediately
and, taken together, reduce federal revenues in the next fiscal
year by about $190 million.

Income Tax
Mr. Speaker, I would now like to discuss income taxes.
Tax Reform

To begin with, I want to speak about tax reform. When I
presented my budget last May, I told this House that one of my
priorities would be to smooth out the rough edges of tax reform.
Last May I introduced a number of important amendments to the
Income Tax Act arising out of tax reform and those matters will be
debated by this House shortly. Tonight I want to propose a number
of further improvements.

First I want to mention a matter of concern to the small
corporation. As indicated in the Throne Speech, this government is
deeply concerned about the problems facing small business today.
Later in this session of Parliament, the government will announce
its specific proposals for assistance to this category of enterprise.
However, there is one aspect of the Income Tax Act which is of vital
importance to these businessmen, namely the small business deduction.
This is the measure which permits the active business income of
small corporations to enjoy a lower rate of corporate tax.

Under Part V of the Income Tax Act, the benefit of the
small business deduction was withdrawn to the extent that a
corporation used its retained earnings for the purpose of making
long-term investments unrelated to its business activities. I
believe that the policy which gave rise to the ineligible invest-
‘ment test was correct, but I have come to the conclusion that it is
too complicated. I believe that these small corporations which
enjoy the benefit of the lower rate of tax will, in fact, use these
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tax savings to expand their businesses, to improve their technology
and to create more jobs for Canadians. For this reason, the
ineligible investment test is not necessary. Accordingly, I propose
that, effective January 1, 1972, the ineligible investment test

be withdrawn.

Mr. Speaker, I would now like to draw your attention to
another matter which is of great importance, namely the preservation
of the family farm. Under the present rules, when a farmer dies
and leaves his farm to his children he is treated as if he has
sold his farm at its fair market value. 1In the result, there may
be a capital gains tax liability. For many of our farmers this
poses a serious problem. First, the value of a farmer's land is
often subject to fluctuations which have little bearing on the
real value of that land as a farm. Second, most small farmers
have little available cash and have already exhausted their credit.
Therefore, a tax liability at a time when there has been no real
sale may leave the family of the deceased farmer with no alternative
but to sell out.

To remedy this problem, I propose that, effective
January 1, 1972, when a farmer dies and leaves his farm to his
children there will be no deemed sale of his farm land. In
the result, capital gains tax will apply only if the farm is sold,
if the land is not being used as a farm at the time of death, or
if it is not left to the family.

‘ In my last budget speech, I mentioned that I was examining
a number of matters relating to the taxation of retirement income.
Tonight I am proposing a number of improvements which I am sure
will be welcomed by taxpayers. In addition, I would also mention
that I am continuing to examine a number of other problems in the
area of pension and other retirement income plans, with a view to

proposing further improvements as soon as possible.

In my remarks tonight, I have mentioned only two measures
of particular importance arising out of tax reform - and then only
in summary. There are many other important improvements dealing
with such matters as Registered Retirement Savings Plans, Deferred
Profit Sharing Plans, sale of milk quotas and other governmental
licences and a number of other amendments affecting individuals,
small corporations and farmers.

The Ways and Means motion I am tabling will describe
all of the proposed amendments and I urge members to review that
document carefully. Every one of these amendments is an improvement
to our tax system. :
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Personal Income Tax

I now wish to propose major reductions in the personal
income tax. I do this for three reasons:

First, to stimulate the economy by leaving more income in
the hands of those who have earned it, who will be stepping up
their purchases and in this way providing more jobs.

Second, to encourage restraint in wage demands which, in
combination with the restraint I am asking of business and of my
colleagues in government, is required to meet the inflation threat.
These income tax reductions will contribute to growth in a way that
does not threaten excessive cost increases.

Third, to offset the damaging effects of inflation
on our taxpaying citizens. Inflation is, after all, a kind of
tax which satisfies none of the canons of equitable taxation. It
is simple justice to offer some tax relief to those who have been
hurt.

Before referring to the new measures, may I remind this
House that there is already a tax decrease built into the system
as a result of tax reform. The rate of tax on the first $500 of
taxable income decreased from 17 per cent to 15 per cent effective
this year as a result of measures enacted in December, 1971. This
process will continue year-by-year to 1976, when the rate on the
first $500 will be reduced to 6 per cent, :

In recent years we have experienced an unwelcome and
unacceptable rate of inflation. I want to relieve the Canadian
taxpayer of as much of this burden of rising prices as I can. And,
in particular, I want to provide relief to that group of our citizens
who are least equipped to fight rising prices - our lowest income
earners. The tax reform introduced some 18 months ago removed
from the tax rolls a million Canadians. Some of these people
now find themselves back on the tax rolls. I want to exempt from
income taxes all these people who in 1973 would otherwise reappear
on the tax rolls not because their real incomes have grown, but
simply because of inflation. Moreover, I want these peéeople taken
off not only the federal tax rolls, but also provincial .income
tax rolls in provinces with which we have tax collection agreements.

Therefore, commencing in 1973, I propose to increase the
basic exemption for all taxpayers from $1,500 to. $1,600 and to
increase the marital exemption from $2,850 to $3,000. This means.
that there will be no income tax whatever for a single taxpayer
earning less than $1,700 and no tax on a married couple earning
less than $3,100. The benefit of these increased exemptions will,
of course, be enjoyed by taxpayers in all income brackets. )

-

/
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The combination of these proposed increases in exemptions,
together with the other measures I will announce in a moment, will
more than relieve every low and middle income earner of any increase
in his taxes due to the inflation which has occurred during the period
since the introduction of tax reform.

But this is not all that I have to say on this matter
of personal taxation. Starting January 1, 1973, I propose a
5 per cent reduction in the basic federal income tax up to a
maximum of $500 for every individual taxpayer.

However, there is one fundamental problem with a straight
percentage reduction in taxes, particularly when it is to be a
continuing part of the system. For that large body of our taxpayers
below the middle income levels, their tax liability is not large in
absolute terms. For these taxpayers, a percentage reduction in their
tax does not provide enough relief. For example, in 1973 the basic
federal income tax for a married man with an $8,000 income would be
$954, after taking into account the increase in exemptions. For
him, a 5 per cent reduction is worth only $47.70.

To deal with this problem, I propose that the tax reduction
be not just 5 per cent, but that there should also be a minimum
reduction of $100.

Mr. Speaker, may I illustrate how some typical Canadian
families will be affected this year by the combination of all these
new income tax measures which I have just announced. For a married
couple with two young children and the breadwinner earning $5,000,
the total tax will be reduced by $137. This represents a 47 per cent
reduction from what the tax otherwise would have been this year.

For that wage-earner, this reduction in tax is the same as if he
had received a wage increase of 3.6 per cent. If the same family
had an income of $8,000, the total tax reduction will be $141, or
13 per cent - the equivalent of a 2.4 per cent annual wage increase.
Another way of looking at the impact of these taxation cuts is to
note that a married wage-earner with two young children living in
any one of the provinces will pay no federal income tax until his
income goes above $4,473. These computations have been made for
residents of provinces having the lowest provincial rate of tax.
For taxpayers in other provinces, there would be minor differences
in the calculations.

For the 1973-74 fiscal year, these measures will leave in
the hands of Canadians an additional one billion, three hundred
million dollars by way of reduction of personal income tax. And
of this amount, 70 per cent, or about $900 million, will be concentrated
in the hands of people with incomes of less than $10,000.
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The value of these tax reductions is four times greater
than the value of last year's 3 per cent reduction. And,
furthermore, the principal benefits go to the most needy and the
most deserving.

in payroll deductions at source commencing early in April. This
will mean that there will be a very early improvement in the take-
home pa& of workers and, as a result, a quicker stimulus to the
growth of the economy.

// The full value of these 1973 reductions will be reflected

Mr. Speaker, let me sum up these income tax proposals

for 1973:

(1) - an increase of basic exemption from $1,500 to $1,600,

(2) - an increase of exemption for a married couple from
$2,850 to $3,000,

(3) - a reduction of basic federal tax by 5 per cent, with a
maximum of $500,

(4) - a reduction of basic federal tax of at least $100,

(5) - these measures have no termination date,

(6) - these measures give maximum relief to those whose need
is greatest,

(7) - three-quarters of a million people are dropped from

federal tax rolls.

Indexing The Personal Income Tax

Mr. Speaker, I come now to an income tax measure of
fundamental importance. I am deeply concerned about inflation and
the effect that inflation has on a tax system which is based on
a progressive rate schedule. I therefore propose to take steps
now to provide a lasting solution to this problem should inflation
continue.

First let me explain more clearly how the problem arises.

Our tax system is based on a progressive rate schedule.
This means that as a person's income increases, he pays a greater
percentage of his income in taxes. For example, under our present
system, in 1973 a person pays 15 per cent on his first $500 of
taxable income, but 18 per cent on the next $500. In other words,
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as his income increases from one bracket to the next, the rate of
tax on this additional income increases. Basically, this is a
sound and fair approach and most advanced countries have adopted
this progressive tax system. '

But an increase in a person's income may be real or
simply the result of inflation. Put another way, if a man gets
a 5 per cent raise in salary, but the cost of living has also
increased 5 per cent, he hlas the same real purchasing power he had
before, and nothing more. Yet, the progressive tax system can leave
him worse off than he was before because he has entered
a higher tax bracket. What I want to do is eliminate that unfair
and unintended result from our tax system.

Beginning in 1974, I propose to introduce the following
system. First, in each year an inflation factor would be determined
based upon the increase in the Consumer Price Index in an
immediately preceding period. Second, in each year the principal
exemptions would be increased by this inflation factor. This
would include the basic exemption, the marital exemption, the
two exemptions for dependents, and the exemptions for the aged and the
blind and the disabled. Third, every year each of the brackets
of taxable income would be adjusted upwards by the inflation factor.

For example, if in a particular year, the inflation factor
was determined to be 4 per cent, then the principal exemptions would
each be increased by 4 per cent. Similarly, each bracket of taxable
income would be adjusted upwards by the same percentage. Thus, the
first bracket of taxable income, which is taxed this year at 15 per
cent, would be raised from $500 to $520. The next bracket, which
would be subject to an 18 per cent rate, would commence at $520 and
would extend to $1,040, and so on right through the tax schedule.

The indexing of rates and exemptions will produce a tax
liability which will no longer erode a person's purchasing power
as a result of inflation interacting with the progressive tax system.
A person will no longer pay tax at a higher marginal rate simply
because inflation swept him up into a higher tax bracket. For a
person on a fixed income, the result of indexing would be to reduce
his taxes each year if prices rise. ,

Members may ask why delay implementation of this indexing
proposal until next year? There are two reasons. First, the
income tax reductions and increased exemptions I have already
announced for this year are far larger in magnitude than would be
the effect of this indexing system if applied in 1973. Second,
and more important, this proposal is a major innovation in tax

‘philosophy and practice. It is not complex, but it will take some

time for people and governments to adjust to it. For these reasons,
I have concluded that it should come into effect only next year.
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Mr. Speaker, a final comment on income taxes. I believe
that this proposal for indexing the personal income tax puts Canada
in the vanguard of countries with advanced tax systems. 1 suggest
that this new system will be recognized everywhere as a bold and
sensitive response to a rather fundamental tax problem. With the
introduction of this change, Canada will join a very select. group
of countries which have eliminated the hidden revenues accruing

to governments through the effect of inflation on a progressive

tax system.

Prices and Incomes Moderation

As 1 emphasized eariier, the budget of last May and the
budget I am proposing to the House tonight are complementary and
mutually reinforcing.

In proposing the reduction in the tax burden borne by
Canadian manufacturing and processing companies in my first budget,
I said I expected that, among other things, they would make use of
this benefit to hold down the prices of their products.

The wide-ranging measures that I have just outlined in this
budget will be of very direct and substantial financial benefit to
every Canadian. The reduction in income tax rates and the increase
in personal exemptions will increase the take-home pay of the
average Canadian worker. The proposal to offset automatically the
impact of inflation by the personal income tax indexing system will
further moderate the weight of taxes next year and in the future.

The  reduction in sales and excise taxes and customs duties I have
proposed will help to moderate prices of many foods and household
goods.

I want to see workers in this country receive a fair
‘return for their labour. I want to see them receive a fair share
of the real growth of our national income. But I expect them to be
reasonable in their demands. I expect union members and their
leaders to take full account of the increase in disposable income
that will flow from these tax reductions when they enter wage
negotiations. Indeed, I appeal to all income earners - and I
include members of the professions - to be reasonable and moderate
in their income expectations and demands. If we are to moderate
the rise in the cost of living, then we'must alsoc moderate the rise
in the. cost of producing the goods and services that consumers buy.

Federal-Provincial Relations

I should like to turn now to the question of federal-
provincial fiscal arrangements. Under the tax collection agreements,
all provinces except Quebec relate their personal income taxes to
the basic federal tax. The increase in the basic exemption for
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federal tax will cause some reduction in revenues for these
provinces. However, they are protected by the floor we have already
provided under the revenue guarantee provisions of the Fiscal
Arrangments Act. I have previously assured the provinces of

our readiness to make advance payments under that guarantee, in
connection with our tax cuts of last May. I re-affirm that
assurance as regards the personal income tax reductions which

become effective in 1973. I also propose to consult fully with

all provinces about the implications for them of the indexing

system for personal income taxes.

There is, moreover, a very important point which must
be emphasized. This is the obvious need for co-ordination in
fiscal policy between the federal and provincial levels of govern-
ment. Honourable members will be aware that over the past two
decades a very substantial shift in responsibility for taxing and
spending has been taking place - a shift away from the federal
government to the provincial-municipal level. This shift reflects
both the constitutional division of responsibility and the emerging
social priorities of our country. It reflects, as well, the
evident wish among Canadians for as much decentralization of .power
and authority as is consistent with a vigorous national unity.

But such a division of power also means that provincial
governments - and those of the largest provinces in particular -
must be prepared to carry an appropriate share of responsibility
in policies for stability and growth in the national economy. This
naturally means that substantial provincial deficits, as well as
federal deficits, may well be appropriate when there is a need to
accelerate growth in the economy.

I make this point having in mind particularly the unanimous
view of the provinces, expressed at last month's meeting of finance
ministers, as to the need for continuing economic stimulus. This
I have clearly proposed in the budget tonight. However, at our
recent meeting, the provinces pressed hard for federal action to
help them to obtain additional revenues. 1 feel sure they will
acknowledge that the faster growth in employment and-income which
will flow from this budget should bring an early and substantial
boost in their revenues. We estimate that this increase in
provincial revenues could be of the order of at least $400 million,
building up fairly rapidly over a period of two years. 1
expect — and in fact I have had some assurance - that the provinces
recognize that immediate tax increases on their part could stifle
the expansionary thrust of the federal budget at this critical time.

I hope, therefore, for full co-operation from the
provinces invnot taking any action to counter the forward thrust
of this budget. Of course, each of the provincial governments
must decide for itself what it must do in the light of its own
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circumstances. I stress, however, that the tax cuts announced
tonight have no termination date. The revenue growth resulting
from the accelerated economic upswing will mean that our tax
reductions can form part of the basic federal tax structure.

As the economy moves closer to full employment, and if provincial
expenditure requirements outrun their revenue growth, the

provinces may then decide that their longer-run fiscal situation
requires them to raise their taxes. If they do so, it will be as
responsible governments, accountable to their electors for decisions
to tax, as well as to spend.

In the present circumstances I have also considered care-
fully whether some further financial help to the provinces might be
possible and appropriate. One problem is clear. The largest part
of the increase in provincial tax revenues flowing from the
stimulating effects of the federal tax cuts will benefit those
provinces where tax capacity is above the national average. These
are also the provinces which are best able - at the appropriate
time - to raise taxes. Their rates of personal income or sales taxes
are low in comparison to other provinces. Similarly, their strong
economic growth contributes to their credit standing and their
ability to finance deficits.

The position of the seven lower-income provinces is
more difficult. They are handicapped by more limited tax
capacity, generally higher unemployment and slower growth.
Consequently, it is here where the strongest stimulus is needed.
These provinces will, of course, obtain some additional equalization
payments arising from the increased revenues which all provinces
will derive from the faster economic growth generated by this
expansionary budget. Given the need for balanced expansion across
the country, however, it is apparent that a further special effort
is required to assist the slower-growth regions.

The government, therefore, proposes that beginning
in the next fiscal year the general equalization system should be
substantially broadened to include new grants on account of
municipal taxes imposed for local school purposes. At our
recent finance ministers' conference, a widespread consensus in
support of this proposal was evident among the "have" and "have-not"
provinces alike. This is a major advance. It adds a new dimension
to a revenue equalization system already far superior to that of
any other federal country. One of its main advantages is obvious.
It will enable the lower-income provinces to come to the relief
of hard-pressed property owners and tenants, who have had to
- carry an increasing burden of local school taxes. Indeed, the
increase in equalization grants involved in this measure - about
$190 million in the next fiscal year - amounts to as much as
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28 per cent of the local school taxes collected in these provinces.
I would hope, therefore, to see significant benefits passed on to
their local ratepayers.

This proposal will increase total equalization paid in
1973-74 to the four Atlantic provinces, Quebec, Manitoba and
Saskatchewan to about $1.4 billion. Equalization can thus be
seen not only as.one of our most powerful weapons in combatting
regional disparity, but also as a major step at this time in the
application of regionally balanced fiscal policy.

Finally, I should say a word about a further matter
of great interest to the provinces. This is the so-called
"opting out" issue. '"Opting out'" is a concept which has been
actively discussed over the past several years. Under this
approach, the federal government would terminate its present shared-
cost payments to the provinces in support of the well-established
programs in health, social assistance and education, and instead
vacate some part of the tax field.

This basic approach was first put to the provinces by
the federal government in 1966. It would now appear that the
early concerns about this concept on the part of most of the
provinces have been substantially dispelled. However, we have
all come to realize that any such arrangement has to be carefully
designed to preserve the basic objectives of the programs which
have been legislated by Parliament. It will have to take account
of the projected costs of the programs and recognize the wide
variations in tax capacity among the provinces. It must be fair
and equitable, both among the provinces and between the provinces
and the federal government.

Above all, if the federal government is to carry the
main burden of economic stabilization, maintain harmony in an.
‘over—all national tax system - while fulfilling its responsibilities
for income redistribution among Canadians and among the regions of
Canada - it must clearly retain a strong and commanding position
in the personal income tax field.

Obviously there are important problems and issues in the
"opting out" system. We intend to consult closely with the
provinces about them. Our hope will be to work out better
arrangements, which will assure improved services to all our
‘citizens and fully respect the rights and responsibilities of both
levels of government. :
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Summary of Fiscal Position

I come now to a summary of the financial implications
of the budget. The measures which I have proposed tonight will
have the gross effect of increasing the government's cash require-
ments by approximately $2 billion. The more rapid expansion of
the economy which this budget generates will, however, bring in
some revenues and permit some saving in expenditures. The total
of these offsets will be of the order of $500 million. The net
financial requirement imposed by these measures I calculate to
be $1.5 billion in round numbers. Our cash requirements for
1973-74 will reflect this net figure. The most important impact
will, of course, be on our budgetary revenues. I now calculate
that our budgetary deficit will be some $975 million and our
non-budgetary requirements some $1.025 billion. Taken together,
our total requirement will, therefore, be $2 billion - as in the
current fiscal year.

The treatment of the unemployment insurance account
deserves special mention. The Act requires that the govermment's
share of the cost of unemployment insurance in 1972 be recorded,
when incurred, as a loan in the non-budgetary accounts. When the
actual costs have been established in 1973-74, they are charged
in that year as a budgetary expenditure and the proceeds used by
the Unemployment Insurance Commission to repay the loan, thus
reducing non-budgetary requirements in 1973-74. This is a very
good example of the point I made earlier that the distinction
between budgetary 'and non-budgetary outlays is artificial and that
the significant figure is the over—all cash requirement.

I should like to remind honourable members that these figures
are estimates, as were the figures I used earlier concerning the
outcome in the current fiscal year. The actual outcome of the
financial accounts will be determined in no small measure by the
decisions of this House with respect to bills currently before it
" and legislation which will be proposed in the course of the session.

, With the pefmission of the House, I should like now

to include in today's Hansard supplementary tables showing estimates
of Government of Canada cash requirements, federal government
revenues and expenditures on a national accounts basis and
reconciliations of these figures with those compiled on 'a public
accounts basis, and details of the budgetary revenues. The
information in these tables applies to the fiscal years 1972-73

and 1973-74,

I should also like to table several Notices of Ways and
Means Motions describing the changes I am proposing tonight and I
would ask that they be printed in the notice paper appended to
Votes and Proceedings.
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Conclusion

Mr. Speaker, the budget I have presented tonight is both
responsive and responsible. It is responsive to the two problems
challenging fiscal management at this time - thé problems
of unemployment and inflation. The budget measures I have
proposed attack these two problems by adding a further strong
thrust to the present pace of expansion. With average good fortune -
fair crops, labour peace and international stability - the economy
should grow in 1973 at a real rate in the order of 7 per cent.

This rate of expansion will not only provide more jobs,
it should provide them fast enough to bring about a significant
reduction in unemployment. Indeed, I expect that at this time
next year there will be some 300,000 more Canadians holding down
well-paying, steady jobs. The faster expansion will also supply
the additional goods and services needed to meet the increase in
total demand and maintain strongly competitive markets. Moreover,
the form of the budgetary stimulus will help to contain inflation,
because the personal tax reductions should diminish the pressure
Canadians now feel to demand higher pay and thereby relieve the
upward thrust on costs and prices. Other tax cuts attack the
rise in prices even more directly and immediately.

The indexing of the personal tax system removes an unjust
and unintended consequence of inflation. It will effectively
eliminate the tax penalty imposed upon our people by the application
of a progressive tax to an inflationary rise in income.

The budget is also responsible. It is responsible in
the built-in restraint it places upon the growth of government
expenditure, and in the consideration it has given to the
requirements of provinces and their municipalities. It is
responsible in the dimensions of the thrust it seeks to impart
to the economy. I am confident that our cash requirements can
be accommodated without bringing pressure upon financial markets.

I have made clear our objectives and the framework of
measures designed to achieve them. I cannot claim that we will be
fully successful in what we are trying to do. Economics is still
an imperfect art, not a science. Its subject is people and their
behaviour, not merely past facts and statistics. Even if it could
be reduced to simplistic measurement, the fact is that the data are
incomplete, imperfect, and often seriously contradictory. I do
not want to labour this point, but all of us, inside and outside
government, use the same basic information.
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If we could stand back only briefly from partisan politics,
I think we would all be ready to acknowledge that there is much about
the economy we do not know - and cannot forecast. This, of course,
does not absolve us from the responsibility of doing the best we can
with the information we have, and of trying to improve it over time.

Mr. Speaker, I have sought the views and advice of
knowledgeable people from all sectors of Canadian society - the
provinces, the academic community, businessmen, labour leaders -
and ordinary Canadians in many walks of 1life. The hard practical
views T obtained in this way have been applied rigorously to the
advice submitted by my professional staff inside the government.
In the end, of course, I have had to make my own judgments, and
reach my own conclusions, and carry the government with me.

That there will be criticism, I have no doubt. We shall be
attacked in some quarters for still not doing enough to stimulate
the economy. Others will say that we are doing too much and that by
over-shooting the target we will aggravate inflation. We recognize
that we are running a risk, and that the risk is on the side of
over-shooting. That is a risk worth taking at this time in
the interests of dealing more effectively with unemployment.

This budget is now in the hands of the House. Whether the
program I have outlined meets the challenge currently facing the
country is something members will have to decide. I have confidence
that Canadians will make it work: that business will provide the
jobs and moderate prices; that labour will take into account the
additional income now in the pockets and purses of working Canadians
when assessing their claims for a fair and just wage.

I commend this budget to you, Mr. Speaker, and to this
House of Commons. I am confident that Parliament and the people will
judge it to be responsive and responsible.



GOVERNMENT OF CANADA FINANCIAL REQUIREMENTS

1972-73 1973-74
Forecast(l) Forecast(l)
(millions of dollars)
Budgetary Transactions
Revenues 16,300 18,000
Expenditures -16,300 -18,975
Surplus (+) or Deficit (-) - - 975
Net Non-Budgetary Transactions
Excluding Foreign Exchange Transactions - 2,000 - 1,025
Total Government of Canada Financial Requirements
Excluding Foreign Exchange Transactions - 2,000 - 2,000
Foreign Exchange Transactions: Net Source ), 2)
Net Requirements (-) + 83
Total Government of Canada Financial Requirements
Including Foreign Exchange Transactions - 1,917

(1) Numbers in these columns should be interpreted as mid-points of ranges
of estimates. ‘

(2) This net amount arises from foreign exchange transactions in the
fiscal year up to January 31, 1973.



GOVERNMENT OF CANADA REVENUE AND ‘EXPENDITURE

ON A NATTONAL ACCOUNTS BASIS

1972-73;

1973-74

Forecast(l) Forecast(l)
(millions of dollars)
A - Revenue
Direct Taxes, Persons 9,765 11,075
Direct Taxes, Corporations 2,725 2,925
Direct Taxes, Non-Residents 305 330
Indirect Taxes 5,280 5,885
Other Current Transfers from Persons 5 5
Investment Income 1,640 1,775
Capital Consumption Allowances 255 275
Total Revenue 19,975 22,270
B - Expenditﬁre
Current Goods and Services 5,640 6,350
(Non-Defence) (1,970) .(2,100)
(Defence) (3,670) (4,250)
Transfer Payments to Persons 6,550 6,800
Subsidies 620 700
Capital Assistance 230 275
Current Transfers to Non-Residents 270 305
Interest on the Public Debt - 2,290 2,515
Transfers to Provinces 4,625 5,110
Transfers to Local Governments 205 205
Gross Capital Formation 620 650
Total Expenditure 21,050 22,910
C - Surplus (+) or Deficit (-) - 1,075 - 640

(1)

Numbers in these columns should be interpreted as mid-points of

ranges of estimates.



GOVERNMENT OF CANADA REVENUE

PUBLIC ACCOUNTS AND NATIONAL ACCOUNTS RECONCILIATION

1972-73 1973-74

Forecast(l) Forecast(l)
(millionsbof dollars)
Budgetary Revenue 16,300 18,000
Deduct
Budgetary Return on Investment --1,275 - 1,425
Post Office Revenue - 475 - 510
Other Non-Tax Budgetary Revenues - 120 - 145
(- 1,870) : (- 2,080)
Corporate Income Tax, Excess of
Accruals (+) over Collections (-) - 70 + 80
Add
Government Pensions and Social
Security Receipts 3,615 4,115
Government Investment Income (1,640) : (1,775)
Interest on Loans, Advances and
Investments 525 600
Interest Receipts on Social Insurance
and Government Pension Funds 710 755
Profits Before Taxes (Net of Losses) of
Government Business Enterprises 405 © 420
Capital Consumption Allowances 255 275
Miscellaneous (2) 105 105 -
Total Revenue, National Accounts Basis 19,975 22,270

(1) Numbers in these columns should be interpreted as mid-points of ranges of
estimates. :

(2) These miscellaneous adjustments represent special tax revenues from
" insurance companies, miscellaneous indirect taxes, miscellaneous transfers
from persons and adjustment for the supplementary period (i.e., the period
- between the close of the fiscal year and the closings of the books for
that year). In the national accounts, revenue in the supplementary period
is shifted into the following fiscal year.



GOVERNMENT OF CANADA EXPENDITURE.

PUBLIC ACCOUNTS AND NATIONAL ACCOUNTS RECONCILIATION

1972-73 1973-74
Forecast(l) Forecast(l)
(millions of dollars)
Budgetary Expenditure 16,300 18,975

Deduct

Budgetary Transfers to. Funds and Agencies (2) - 600 - 1,550

Post Office Expenditure - 460 - 585

Deficit of Government Business Enterprises - 100 o= 1257

Other Deductions _ - 120 - 120
(- 1,280) (- 2,380)

Add

Goﬁernﬁent Pensions and Social °

Security Benefits 4,885 . ... .5,090

Expenditure of Government Funds and

Agencies (2) : . 670 o . 735

Capital Consumption Allowances ' 255 275

Miscellaneous (3) 220 215

Total Expenditure, National Accounts Basis 21,050 22,910

Surplus (+) or Deficit (-),

‘National Accounts Basis - 1,075 - 640

Surplus (+) or Deficit (-), Budgetary Basis - - ’ - 975

(1) Numbers in these colums should be interpreted as mid-points of ranges of
estimates.

(2) 1In the National Accounts, budgetary appropriations to various funds and -
agencies are replaced by the expenditure actually made by these funds and
agencies.

(3) This item includes the supplementary period adjustment. In the National

Accounts, expenditures on goods and services in the supplementary period
(i.e., the period between the close of the fiscal year and the closings
of the books for that year) are divided between adjacent fiscal years;
most other expenditures are shifted entirely to the next fiscal year.



GOVERNMENT OF CANADA BUDGETARY REVENUE

1972-73
Forecast

1973-74
Forecast

1 (1)

(millions of dollars)

Personal Income Tax : 7,050

Corporatidn Income Tax , 2,515 2,585
Non-Resident Tax ' 290 325
Estate Tax A : - 60 15

_ Customs Duties - ' | 1,200 1,360
Sales Tax 2,270 2,580
AOther Duties aqd Taxes 1,045 _ 1,080
Total Taxes 14,430 15,920
Non-Tax Revenues | 1,870 | 2,080

Total Budgetary Revenues 16,300 18,000

(1) Numbers in these columns should be interpreted as mid-points of ranges
of estimates.



