
Deficit-reduciflg budget ta secure economic renewal

Finance Minister Michael Wilson presented a new federat budget, February 26, aimed

at controlltng public debt and reducing the federal defi stgnlflcantly by the end of

the decade. Reduction ln governiment spendlng, eliminaion of tax preferences and

raising finances to pay the fuît cost of present government programrs and a share of

the interest burden were the means of achieving this goal. The budget also contaîns

a number of new programrs to assisi tow-lncomre familles, farmers, trade, resaic job

creation, small business and other sectors. Followtng are highiights:

Today i wil announce further measures to
imptemenit the economi renewal plan set out
in November of 1984, measures that wlill re-
store fiscal atability by the end of the decade.

The deficit next year wil be $29.5 billion,
a reduction of 14 per cent from, this year.
Financiail requirements next year will faIt to
$22.6 billion, a decline of 22 per cent from
this year's level. By the end of the decade
financiai requirements will feul to $1 1 billion.

Increases in taxation contribute to this
resuit. But fully 70 per cent of the debt
reduction will be achieved by spending cuts.

As a resuit of expenditure reductions,
total program spending will be held to $86.6
billion - lower than lest year's spending.

Expenditure restraint
To echieve mhe goal of fiscal stability, the
govemrment ta adopting measures to restrain
government expenditurea even further.

The governiment wiil continue its efforts
to privatize those Crown corporations which
no longer have a public poiicy purpose.

ln govemrment management there will
be a $500-million special reduction in non-
statutory spending for the 1986-87 fiscal
year, equivelent to 2 per cent of the cost of
ail non-statutory governiment programa, with
the exception of foreign aid and defence.
Affer 1986-87, operating cost in ail depart-
ments witl not be permitted to rise by more
than 2 per cent per year. These initiatives
will resuit in savings of $850 million in 1986-
87, rising to $2.8 billion in 1990-91.

The government has requested Canada
Post te prepare a new operating plan that
will reduce ts operating def toit toi zero by
the end of fiscal 1987-88.

The govemrmerit has also re-examined ite
funding commitment for foreign aid In light
of the tight conatraints being Imposei on
domestic programa. Growth in Canadas aid
program la accordingly being reduced by
$1 .5 billion over the next five years. Over
mhis pertod, foreign aid wiil now grow, on
average, by 8.7 per cent per year.

The govemrment ia also reducing the rate
of growth of defence spending by 1 per cent
ln aih of the next two fiscal year. This wiil
reai Insavings of $285 millon.

6

Mr. Wilson le applauded by the governiment
during the budget presentation.

By the end of the decade, governiment
apending on programas will fali to the same
share of the economy as at mhe beginning
of the 1960s.

Tax rostructuriflg
The budget implementa the f irat phase of
the restructuring of the corporate incomne
tax, baaed on the proposais in the May
1985 budget.
a The 3 per cent inventory allowance will
be eliminated effective February 26, 1986.
e The generat investment tex credit wili be
phaaed out atartinig next year.
a The 20 per cent investment tax credit will
remain to encourage inveatment in Atlantic
Canada and the Gaspé Peninsula.
a The Cape Breton investment tax credit will
remain at 60 p er cent and wiii be improved.
* The special investment tax credit for
manufacturing investments ln deaignated
areas wil be extended pat its termination
date at the end of -this year at a reduced rate
of 40 per cent.
e Corporate tex rates wili be reduced over
a three-year period beginning July 1, 1987
from 36 per cent to 33 per cent of tax-
able income.
a The tax rate for manufacturing companies
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wiil fai from 30 to, 26 per cent by 1 989. ti
*The federat tax rate for smati business wl0

fai from 15 per cent to 13 per cent. M

The budget also proposes a number of
changes to, corporate and persona] incom0 E
taxes to tighten the system and prevent: ercO
sion of the tax base. These inctude: the intrO r
duction of new "at-risk" ruies for iimited part-
nerships; new provisions governing salarY
deferral arrangements; limita on the deferrý r
of tax through deductions for unpaid remwU
neration; changes to the married exemptioni
allowed in the year of marriage; and the
introduction of reporting requirements fort
treasury bilt incomre.

The budget announcea the foliowing tae
increasea: a 3 per cent surtax on fedelli
peraonat income taxes commencing July 1,t
1986; a 3 per cent surtax on ail corporationis
effective January 1, 1987; an increase of
1 percentage point ln federai saies tax,' effec,
tive April 1, 1986; and an increaae ln eX(
ciae taxes and duties on aicohol and tobaccO
of 4 per cent and 6 per cent respectveYý
effective midnight, February 26,' 1986.

The net effect of ait tax measurea wili be
to ràse $1 .5 billion in 1986-87 and $2.4 bil-I
lion the following year.

Programrs for those in need
To provide more timeiy assistance to low'
income families and to reduce the need for
tax discounting, a prepayment of $300 pee
child will be paid in November 1986 to falll
ilies whose income in 1985 was $15 000 0(
less; a refundabie sales tax credit of $50 Per
aduit and $25 per chiid will be provided fOr
families and individuelse with incomes below
$15 000; and the disabiity deduction Wil
be increased by $250 for disabied Cafl3'
dians. The govemment is committing up tO
$100 million a year for the next three yearS tO
target training programas to social assistance
recipienta and heip them find empioymnelt-

To preserve a viable farmi sector, the~
govemnment la adopting a new Farmn Fina1Ol
Assistance Policy that includes: increaSed
resourcea to, the Farmn Credit Coprt
establish commodity-based mortgages; the
establishment of Farmi Debt Review PanOtls
and the creation of a Rural Transition ProgrO
to assiat farmers who muet seek alternativ
empioyment. The Miniater of Agriculture WlO
also be announcing measures to assist tO'
bacco farmers to diveraify crop productia"'

Investing ln the future
The govemrmerit is pursuing more open bil8t
eral and multlateral trading arrangements. TM~
deficit reduction plan and the pro josed cor
porate and sales tax reforma forecast in tht'
budget wtill support Canlada'a trade Ini ve5

The governiment le prepared to facilitate


