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Perhaps, the Government will take the example of the
Canadian Armed Forces in relation to alcohol treatment. The
Canadian Armed Forces has to be considered one of the
leaders in developing treatment programs and rehabilitation
programs for its employees. It provides a service to the
employee in terms of alcohol and drug rehabilitation that can
return the individual to useful and productive service, can
remove the problems that are experienced by an employee’s
family, and the potential risks in a very delicate and serious
work situation where the abuse of alcohol and drugs, or
personal stress experienced by an individual, can lead to a
major safety problem. Of course, this applies to air, marine,
and rail safety, and in the Armed Forces these come together
in an even more crucial area. That branch has become one of
the leaders in Canadian society in the alcohol and drug
rehabilitation system.

It is my hope that the provisions that are in this legislation
will not be used as a punitive sanction, but to lay down an
example in Canada of how employers in the industrial, and
especially in the transportation environment, can provide
support services to their employees that aim at rehabilitation
and returning the individual to the workforce and in particu-
lar, preventing the types of accidents and difficult situations
that can occur before they happen by recognition and effective
treatment and rehabilitation.

o (1610)

I am appreciative of the Hon. Member for Surrey—White
Rock—North Delta for bringing this matter to the attention of
the House in the skilful and effective way he always does.
Incidentally, we are also opposed to the double tracking of the
CN through the Fraser Canyon.

Mr. Deputy Speaker: Is the House ready for the question?
Some Hon. Members: Question.

Mr. Deputy Speaker: Is it the pleasure of the House to
adopt the motion?

Some Hon. Mémbers: Agreed.

Motion agreed to, Bill read the second time and referred to
the Standing Committee on Transport.

Mr. Thacker: Mr. Speaker, there have been discussions
among the Parties and I think Your Honour would find
unanimous consent for suspending the sitting untif 4.30 p.m.

Mr. Benjamin: Mr. Speaker, the Parliamentary Secretary is
correct. We could adjourn for 18 and a half minutes, have
coffee, and wait for the next CPR wreck to present the Budget.

[Translation]

Mr. Deputy Speaker: Does the Hon. Member for Bourassa
(Mr. Rossi) also give his consent?

Mr. Rossi: Mr. Speaker, there is agreement that it be
postponed until 4.30 p.m.

[English]
SITTING SUSPENDED

Mr. Deputy Speaker: s it the wish of the House to suspend
the sitting until 4.30 p.m.?

Some Hon. Members: Agreed.
At 4.13 p.m. the sitting of the House was suspended.

SITTING RESUMED
The House resumed at 4.30 p.m.
Mr. Speaker: Order. It being 4.30 p.m., pursuant to orders
made Friday, January 29, and Monday, February 8, 1988, the

House will now proceed to Ways and Means proceedings No.
29.

THE BUDGET

FINANCIAL STATEMENT OF THE MINISTER OF FINANCE

Hon. Michael Wilson (Minister of Finance) moved:

That this House approves in general the budgetary policy of the Govern-
ment. .

He said: As Canadians look ahead to a new decade and a
new century, they have good reason to look forward with
confidence.

Our economy is growing stronger, more dynamic, better able
to compete.

Many more Canadian men and women have jobs.

Canadians are successfully meeting new challenges and
seizing new opportunities.

In three and a half years, our economic progress has been
dramatic. Overall, we have done better than any of the other
major industrialized countries.

We have been number one in economic growth since 1984.

We have been number one in employment growth.
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[ Translation]

More than 1,150,000 jobs have been created since we came
to office; the great majority are full-time jobs; the unemploy-
ment rate today is the lowest it has been in six years.

[English]

Economic and employment growth last year were more
evenly balanced among regions. Unemployment dropped in all
provinces.

Mortgage rates are 3 percentage points lower, saving
homeowners $1,200 per year on a $50,000 mortgage amortized
over 235 years.

Housing starts last year reached a 10-year high.
{ Transiation)

Business is confident; the pace of investment has increased
sharply.

Consumers are confident; consumer spending has continued
to grow strongly.

[English)
POLICIES FOR GROWTH AND JOBS
This solid record of progress didn’t just happen.

This government brought to office a vision for a stronger,
more prosperous Canada, now and into the next century.

Our vision is rooted in the belief that the source of real,
lasting jobs and economic strength is the creative energy of
Canadians themselves—their capacity to innovate and
produce, their desire to excel, their determination to build
greater opportunities for the future.

To make this vision a reality, we set out a long-term plan—
our Agenda for Economic Renewal--to transform the
economy so that it can meet the challenges of a more competi-
tive world.

Step by step, we have been putting in place a wide-ranging
series of actions. These actions complement one another.
Together they strengthen Canada’s economic and social fabric
and reinforce our place among the leading nations of the
world.

[ Translation]

We have revitalized the private sector and positioned
Canada’s economy to meet the challenge of international
competition in the 1990s.

[English]

We have restored fiscal responsibility by reducing the deficit
and cutting the growth of the national debt.

We have implemented priority programs, and we have
helped regions and sectors hurt by unexpected developments in
the world economy.

The budget I am tabling today is an accounting of the steps
we are taking to build a stronger economy to create praductive

The Budget—Hon. Michael Wilson

jobs. Tt reviews the economic and fiscal progress we are
making and sets out our prospects for the future.

It is a record of how our policies and initiatives have worked
in building the framework for the economic success we now
enjoy. It is also a statement about the economic and social
progress still to be achieved by holding to the course we have
set—progress measured in rising standards of living and an
improving quality of life that fully reflects the distinctive
priorities and values of Canadians.

REVITALIZING THE PRIVATE SECTOR

The driving force behind productive growth and job creation
is a dynamic private sector.

To encourage this dynamism, the government has taken far-
reaching measures to modernize the regulatory environment
for business, reform the federal tax system and secure markets
for our exports.

MODERNIZING THE REGULATORY ENVIRONMENT FOR
 BUSINESS

Before this government came to office in 1984, the confi-
dence of the business sector was at a low ebb.

The need for fundamental change was overwhelming.
We have acted to bring about this change.
We deregulated the energy and transportation sectors.

We opened financial markets to global opportunities and
stimulated greater competition in financial services.

We modernized business framework legislation for competi-
tion policy, copyright and patents, providing better protection
for the public interest.

[Translation]

We privatized Crown corporations to reduce the intrusion of
government in the market-place.

[English]

We created Investment Canada to encourage and welcome
investment capital from abroad, investment that is creating
jobs for Canadians.

Through these and other initiatives, we are providing the
environment for a stronger, more confident and growing
private sector to play its role as the dynamic force behind
growth and job creation. We are helping to build a more
flexible and outward-looking economy, one that will be
successful in the competitive and often volatile world economy.

Sceptics said the private sector would not respond; that jobs
would be lost. The record proves the sceptics were wrong.

MAKING THE TAX SYSTEM FAIRER AND MORE EFFECTIVE

To build a firm foundation for success in the 1990s, we need
a tax system that is fairer for individual Canadians. We need a
system that is effective in supporting growth and job creation.
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We need a system that helps our businesses and industries to
compete in the world.

o (1640)

We are meeting these objectives. On January [, 1988 major
reforms to the personal and corporate income tax systems went
into effect. The key to these reforms is our belief that the best
possible tax incentive for productive activity is lower tax rates.

For individuals, three federal tax brackets are replacing 10.
To make the system fairer we are converting personal exemp-
tions and many deductions to tax credits, and we are reducing
and eliminating many special tax breaks.

The results are compelling.

More than eight out of |0 households will see their personal
income taxes reduced. About 850,000 lower-income individu-
als will have their income tax reduced to zero. Almost nine out
of 10 Canadians aged 65 and over will have income tax
reductions. The vast majority of families with children will pay
noticeably less personal income tax.

For the corporate sector, many special tax breaks are being
eliminated or reduced, and tax rates are being lowered. This
will mean that the corporate tax system will be more competi-
tive with systems in other countries. Business and investment
decisions will be based more on economic merit than on tax
considerations. At the same time, many more profitable
corporations will pay tax and corporate income tax will
contribute a larger share of total tax revenues.

I will be presenting to this House legislation covering these
income tax reforms in the near future.

Still ahead of us is reform of the federal sales tax. We will
replace the archaic and distorting sales tax system we now
have with a multi-stage system that will be effective in
supporting growth and job creation.

We have been working with the provinces and others to
develop the most effective means of implementing this new
system—particularly the opportunity of an integrated
National Sales Tax. While the progress so far has been good,
we have more work to do. We are actively pursuing these
discussions to ensure that, coupled with the major reforms in
the personal and corporate income taxes, Canadians have a tax
system that meets both our shared commitment to fairness and
the demands we face in a competitive world.

I want to emphasize that tax reform is not a *“cut now, pay
later” proposition. There are many who have failed to
understand, or who choose to ignore, that stage two of tax
reform, like stage one, will neither increase nor decrease the
deficit. [t will not raise additional revenues. The revenues from
sales tax reform will be used only to replace the current sales
tax, support further income tax reductions for middle-income
Canadians, fund a generous sales tax credit for low-income
Canadians and remove the income tax surtaxes.

SECURING AND IMPROVING ACCESS TO WORLD MARKETS

Another key element of our strategy for the 1990s is to
secure improved access to world markets for Canada’s
exporters.

The government supports the liberalization of world trade.
That is why we are determined to resist the forces of protec-
tionism that ultimately damage the spirit and health of any
nation’s economy.

And it is why we worked so vigorously for a new round of
multilateral trade negotiations under the General Agreement
on Tariffs and Trade. The current negotiations in Geneva are
an important opportunity to overhaul and strengthen the rules
that are essential to an open world trading system.

In January, the Prime Minister signed a free trade agree-
ment with our largest trading partner, the United States.

[Translation]

The free trade agreement with the U.S. is a major building
block in the government’s strategy to strengthen Canada’s
competitive position in the world and enhance the prosperity of
our people.

[English]

The economic benefits of the free trade agreement will start
to be realized shortly after its implementation on January 1,
1989. Prices for a wide range of consumer goods will begin to
decline, expanding the purchasing power of Canadian
households. Investment in plant and equipment will expand as
Canadian firms move to take advantage of their enhanced
access to the huge U.S. market-place. Increased consumer and
investment spending will lead to stronger economic growth and
more job creation.

The free trade agreement will provide greater opportunities
for economies of scale in Canadian production and marketing
and this will encourage greater productivity and stimulate
innovation. In short, the agreement will lead to a more
efficient and lower cost Canadian economy. A stronger and
more productive economy will allow us to better support our
social programs and further advance our cultural identity.

The government has completed a number of detailed studies
on the impact of the free trade agreement on the Canadian
economy. We estimate that there will be a net increase of at
least 120,000 new jobs by 1993. We expect, too, that by the
time the agreement is fully implemented, the real incomes of
Canadians will be increased permanently by about $1,800 per
year for a family of four.

There are further benefits to the economy that cannot be
estimated in advance but that will be every bit as important—
intangible benefits that result from greater incentive to invest
and expand and the confidence built by broader horizons and
opportunities.

The agreement itself is a symbol of our maturity—of our
confidence as a sovereign and independent nation in our ability



February 10, 1988

COMMONS DEBATES

12841

to compete successfully with products from around the world
inside our own borders as well as in foreign markets.

REDUCING THE DEFICIT AND CONTROLLING THE GROWTH OF
THE DEBT

Nothing is more basic to a strong framework for economic
growth and job creation than responsible management of
government finances.

In 1984, the federal deficit and the national debt were out of
control. The deficit was more than $38 billion—up from $14.9
billion just three years before. The national debt had doubled
in the same period and was growing at an average rate of 26
per cent per year.

If we had continued to pile up public debt at the same rate,
today the debt would be more than $100 billion higher than it
is—equivalent to $16,000 more for a family of four.

When government loses control of its finances, everyone is
affected. It leads to higher interest rates for mortgages and for
business and consumer loans; it means declining economic
confidence, less growth and fewer jobs; it threatens our ability
to provide the kinds of government programs and services
Canadians need and want, .

I believe that this generation of Canadians wants to leave
our children and grandchildren a legacy of opportunities and
optimism, not one of crushing debt and crushed hopes.

Our challenge in 1984 was to restore fiscal stability and
rebuild credibility in the management of government finances.

[Translation]

The only way to do that was to set out a medium-term fiscal
plan with sustained deficit reduction—and then hold to that
plan.

That is exactly what we did. We embarked on a series of
actions to restore fiscal order by cutting government spending
and increasing revenues.

[English]
BRINGING SPENDING UNDER CONTROL

The first priority had to be to get government spending
under control.

In the four years before we came to office, government
spending on programs had increased at an average annual rate
of 14 per ceni—far in excess of the rate of inflation and
enough to double spending in about five years.

® (1650)

In the first three full years of our mandate, we cut the
average annual rate of increase in government spending to just
3.5 per cent—Iless than the rate of inflation.

We achieved this record because we put in place a new,
disciplined approach to the management of government and its
finances.

The Budgetr—Hon. Michael Wilson

An increase in government revenues is also an important
part of our fiscal progress. Almost 80 per cent of the increase
in revenues comes from the job and income growth that our
policies are helping to create. Tax increases account for a
relatively small part of the revenue gains.

With these actions, we have systematically reduced the
deficit. :

We said we would cut the deficit in each and every year. We
did.

For the current fiscal year, I said we would cut the deficit to
$29.3 billion. We will meet that target.

We said that control of expenditures would be the main
source of deficit reduction. It has been.

We said that we would respond to the priorities and needs of
Canadians in a fiscally responsible way. We have.

MAINTAINING FISCAL PROGRESS

Sound financial management was essential in 1984, It is
essential now and it will be essential in the future. We must
hold to our fiscal principles and we will.

First, we are reducing the growth rate of the national debt to
no more than that of the economy by 1990-91.

Second, we are achieving steady year-to-year declines in the
deficit. The reduction projected for 1988-89 will be the first
time in the post-war period that the deficit has declined four
years in a row.

Third, we are ensuring substantial reductions in the

government’s financial requirements.

And fourth, we are achieving the greater part of this
progress through expenditure restraint and disciplined
management.

Through continued adherence to our fiscal principles,
through the measures taken in this budget and through the
structural improvements designed to encourage our economic
expansion, we will stay on the fiscal course that I set out last
June.

In June, I proposed measures to prevent the erosion of the
sales tax base that results from the creation of marketing
companies by related manufacturers. Following consultations
on these proposals, an improved approach has been developed.
To ensure that sales tax revenues are maintained, the Excise
Tax Act will be amended as set out in the supplementary
information and technical notes tabled with this budget. We
will also tighten the provisions which permit the purchase of
inventory by wholesalers on a tax-free basis.

In 1988-89, government program spending will increase by
only 4.3 per cent. To ensure continued deficit reduction, this
budget includes further expenditure reductions.
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the private sector to position the economy to meet the chal-
lenges of the 1990s and beyond. We must stick to our fiscal
principles. We must continue to implement priority programs
and to deal effectively with unexpected developments in a
fiscally responsible way.

We will continue to support the individual and collective
efforts of the major industrial countries to strengthen the basis
for global economic growth.

o (1710)

At this juncture, the Group of Seven industrial nations has a
vital leadership role to play. The world’s trade problems and
the difficulties faced by developing countries will be the focus
of attention when the Prime Minister and the other leaders of
the major industrial nations meet this June in Toronto for the
Economic Summit. In addition, as Minister of Finance, I am
in close consultation with my counterparts in the other G-7
countries to assess global developments and to
co-ordinate economic policy action.

Canada is committed to this co-operative approach. By
carrying forward actions to revitalize domestic economies and
by working together, the major industrial nations can improve
the prospects of all countries, including the developing
countries. I will be introducing legislation which will allow
Canada to support the Enhanced Structural Adjustment
Facility of the International Monetary Fund to help address
debt problems of the poorest developing countries.

CONCLUSION

To grow and prosper in a more competitive world requires
the combined efforts of people in every sector of the economy,
every part of the country.

[Translation]

From the day we took office, we invited Canadians to share
in these efforts. We have benefited greatly from the advice and
co-operation that we have received through our extensive
consultations. We have also worked closely with provincial
governments on a wide range of initiatives essential to
Canada’s future.

[English]
Through the policy course that we charted in 1984, this
government embarked on a series of carefully planned actions

to strengthen the fundamental components of economic growth
and job creation.

We are staying the course because we know that our policies
are working. We also know from the experience of the 1970s
and early 1980s the approaches and policies that do not work.

We will continue to take actions requiring tough decisions,
difficult adjustments and firm resolve. There are no short cuts
to achieving Canada’s economic potential.

We must continue to improve our ability to adapt, to seize
the opportunities created by an ever-changing world.

In the decade to come we cannot be satisfied simply to do as
well as other countries. We must continually strive to do
better, o be the best.

For the next two weeks Canada and the world will witness
many of the [inest athletes competing in the Winter Olympics
in Calgary. Their commitment and quest for excellence must
be what we as a nation bring to the task of building our
economy.

[Translation)

This commitment and this pursuit of excellence are essential
to ensure an economic future that provides challenging
opportunities for our children, jobs and economic security for
all Canadians.

[English]
Some Hon. Members: Hear Hear!

Mr. Speaker: Order! Pursuant to orders made Friday,
January 29, and Monday, February 8, 1988, the House will
now revert to introduction of government Bills.

ROUTINE PROCEEDINGS
(English]
BORROWING AUTHORITY ACT, 1988-89
MEASURE TO ENACT

Hon. Michael Wilson (Minister of Finance) moved for
leave to introduce Bill C-109, an Act to provide borrowing
authority.

Mr. Speaker: Shall the Minister have leave to introduce the
Bill?

Some Hon. Members: Agreed.

Motion agreed to, Bill read the first time and ordered to be
printed. ‘

Mr. Speaker: When shall the Bill be read the second time?
At the next sitting of the House?

Some Hon. Members: Agreed.

GOVERNMENT ORDERS
[Translation) |
THE BUDGET
FINANCIAL STATEMENT OF THE MINISTER OF FINANCE

The House resumed consideration of the motion of Mr.
Wilson (Etobicoke Centre) that this House approves in general
the budgetary policy of the Government.



