
federal marginal tax rate on personal
income will be cut to 34 per cent, result-
ing in an average federal-provincial maxi-
mum rate of about 50 per cent (varying
according to province). The maximum
capital gains tax will accordingly be cut
to an average of 25 per cent. The special
federal tax credit which now ranges from
$200 to $500 will be cut to a flat $200,
with an additional $200 credit for depen-
dent spouses. This provision will be of
particular benefit to low-income families.

Full indexation of the personal income
tax is retained. This will provide a 12.2
per cent increase in exemptions and tax
brackets for 1982, effectively reducing
taxes by $3 billion for that year.

The existing corporate surtax will be
extended to 1982 at the current 5 per
cent rate and into 1983 at a 25 per cent
rate. In the year of acquisition of new
investment, depreciation allowances are
reduced to one-half the annual rate. Small
business will be exempt from the surtax
and the qualifying limit for the low tax
rate is raised to $200,000 a year with a
cumulative limit of $1 million.

Apart from continuing phased reduc-
tions agreed to in 1979 in the multilateral
trade negotiations, tariff changes are
being introduced in line with recommen-
dations of the Tariff Board to broaden
product coverage under the General Pre-
ferential Tariff (GPT) and reduce rates on
a range of products of interest to develop-
ing countries. As previously announced,
duties will be eliminated on goods
covered by the GPT when imported from
the least developed countries.

The net effect of income tax changes
is to raise revenue by $1.4 billion in
1982-83 and $2 billion in 1983-84. New
energy taxes agreed with the provinces
will add $900 million in 1982-83 and
$1.5 billion in 1983-84 more than pro-
jected in last year's budget. Total tax
revenues will rise in 1982-83 by 21.4 per
cent, to $58.8 billion, and total budge-
tary revenues by 19.6 per cent, to $65
billion.

Within this framework of over-all
restraint, economic development pro-
grams remain a priority. The NATO com-
mitment to increase defence spending by
3 per cent in real terms will continue, as
will that to raise officiai development
assistance to .5 per cent of GNP by 1985.
Special relief is provided to those home-
owners, farmers, and small business
operators who have been most seriously
affected by high interest rates. Construc-
tion of rental housing will be encouraged
by interest-free loans to builders in areas
where the housing market is tight.

The budget also proposes changes in
the fiscal arrangements with the pro-
vinces for the 1982-87 period. These are
to be discussed with the provinces at a
later date. These changes together with
reductions in energy and certain other
areas will help limit expenditure growth.

Economic development
The economic development policy frame-
work set out in a budget background
paper addresses structural change in the
economy, particularly investment, pro-
ductivity, and adjustment to strengthen
international competitiveness. The prin-
cipal focus is on resource-based expansion
and industrial restructuring with emphasis
on balanced regional growth and an
orderly pacing of development.

"The policies and programs of the na-
tional government are major instruments
for managing and exploiting these devel-
opment opportunities and ensuring that
the benefits are shared fairly. Harnessing
the resources of the economy is a
national enterprise which includes but
extends beyond the interests of particular
regions or sectors," said Mr. MacEachen.

Canada remains committed to an inter-
national competitive environment and
rejects protectionism. Foreign capital and
technology will continue to play an im-
portant role in Canada. The strategy is
not a blueprint for increased intervention
but rather a broad framework of prin-
ciples and priorities aimed particularly at
balanced growth among regions. The gov-
ernment's role is to support private sector
efforts by strengthening the economic
base and the performance of markets.

While reaffirming the government's
commitment to the National Energy
Policy, the framework paper states clearly
that special measures to achieve Canadian
ownership and control of the oil and gas
industry are not appropriate for other
sectors.

With respect to the Foreign Invest-

ment Review Act, no legislative action
intended on buy-back and prenotificatio
measures until progress on the majc
initiatives already undertaken by t'
government has been assessed. Mandator
performance review and reporting mech
nisms for major corporations are not beir
proposed. As part of regular governmenl
business dialogue, the government inten(
to consult with major Canadian corpor
tions, irrespective of ownership, conceri
ing development opportunities.

No new measures are proposed in ti
area of international trade and export pr,
motion. The provision of export servici
by government is seen as a complemel
to, and not a substitute for, trade cor
petitiveness. In export financing, ti
government supports international agre
ment to contain the use of concession
financing as a competitive instrument

Medium-term outlook
The budget is designed in a medium-ter
framework in recognition that econom
problems which have built up over mar
years cannot be resolved quickly. Ec
nomic and social goals can only t
realized with care, determination and pe
sistence. Interest rates will fall as inflatic
slows.

After strong expansion in the first hb
of 1981, the growth rate for the year
a whole is projected to be 3.6 per cer
Growth in the period ahead will like
be more graduai. The average grow
rate is projected to rise from 2.2 P
cent in 1982 to 2.7 per cent in 198
with business investment in plant ar
equipment providing the major source
strength over this period. Government e
penditures will grow more slowly thi
those of the private sector.

"The government intends to const
with the provinces, business and labo
concerning the five priority areas of ec
nomic development policy ... industri
development, resource developmer
transportation, exports promotion ai
human resources. In this decade of dev
opment we must work together to relE
the foundation for the fair sharing
wealth and opportunity that binds
together as Canadians," Finance Minist
MacEachen told the House of Commor

The unemployment rate will rei
high until 1984 when labour force grow
will faîl below 2 per cent for the fil
time. Inflation, as measured by the Ci
has peaked and will fal steadily from t
1981 rate of 12.7 per cent to 11.7 e
cent in 1982 and to 7.1 per cent by 19E


