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Honourable Speaker, I am pleased to present the 1997/98 budget to the Legislature and to the people of British Columbia.  It is a budget that has been developed in challenging circumstances. It has required us to make difficult choices as a government. But it is a budget of which I am proud. It is a budget that: 

* shows real progress in placing the province's finances on a sound, sustainable path; 

* is based upon prudent economic assumptions; and 

* is consistent with the priorities of British Columbians. 

This government has made a clear commitment to the priorities of British Columbians: 

* to build on an already strong job creation record; 

* to protect health care and education; 

* to ease the burden on middle- and lower-income British Columbians; and 

* to achieve these goals in a fiscally responsible manner. 

Honourable Speaker, we are delivering on these priorities -- and that is what this budget is about.  We do so in the face of an economy which has not grown as strongly as expected in 1996. Government revenues are below projections for the fiscal year just ending and, because of the delayed effect on corporate income tax collections, will remain low in the coming fiscal year.  To meet these challenges we have, over the past six months, significantly reduced government expenditures: 

* first, by cutting the size and cost of government itself, including cuts to management and administration, eliminating positions, and tough restrictions on government travel and contracts; 

* second, by reducing subsidies to business and other levels of government; and 

* third, by eliminating funding for other activities while protecting the core priorities of health care, education and job creation. 

These actions have set the stage for the budget I am presenting today. 

Honourable Speaker, the highlights of the 1997/98 budget are: 

* for the first time in almost 40 years, overall government spending is down -- down by more than $100 million. The projected deficit is the smallest of any year this decade; 

* while overall spending is down, spending for health care and education is up. There's $300 million in additional resources for front line health services; $63 million in new resources for kindergarten to grade 12; and 2,900 new spaces at colleges and universities; 

* support for the creation of 40,000 new jobs throughout the province, building on the best job creation record in Canada; 

* additional tax cuts for middle- and lower-income families. A further two per cent income tax cut will build on last year's cut. Combined with continued freezes on Hydro rates, ICBC premiums, and college and university tuition fees, this means more than $500 in savings this year for the average family; 

* and 200,000 low- and modest-income families get further help through the BC Family Bonus -- $235 million to help with the cost of raising their children. 

So, Honourable Speaker, what this budget comes down to for ordinary British Columbians is this: 

* spending on health care and education is up, while total spending is down; 

* support for middle- and lower-income British Columbians is up, while taxes for average families are down; 

* jobs for British Columbians are up, while the B.C. deficit is down. 

Let me now turn to the details. 

   

First, Honourable Speaker, let me review our province's economic performance last year and the prospects for the coming year. Our economy is becoming more diversified, but it is still significantly affected by developments in the volatile natural resource sector. While the price of lumber strengthened through 1996, pulp and paper prices weakened significantly during the year, taking the forest sector as a whole from a strong profit position in 1995 to a loss position in 1996.  This resulted in lower employment and investment levels in that sector, affecting other areas of the economy and reducing consumer and business confidence.  Current estimates are that real economic growth in 1996 will have been one-half of one per cent -- far below what was predicted by every major forecaster at this point last year.  Despite the problems in the forest sector, job growth remained strong in 1996 -- 44,000 jobs were created in this province, an increase of 2.5 per cent over 1995. That's almost one-quarter of all the new jobs in Canada in a province that has 12 per cent of the population. This indicates the underlying strength of our economy, our diversifying economic base, and the resourcefulness of British Columbians -- all of which provide reason for longer-term optimism. 

  

Honourable Speaker, as part of my consultations for developing this year's budget, I met with independent experts to get their views on our economic prospects. Their forecasts for economic growth in 1997 ranged from 0.5 per cent to 3.75 per cent. The average forecast was 2.4 per cent, reflecting a consensus that 1997 will be a better year than 1996.  Consistent with these forecasts, the Ministry of Finance's forecast for 1997 is for economic growth of 2.2 per cent. We see a further strengthening in 1998, with projected growth of 2.5 per cent.  The factors contributing to this anticipated improvement include: 

* an increase in housing starts and consumer spending resulting from lower Canadian interest rates and provincial income taxes; 

* an increase in capital investment, as indicated by the recent Statistics Canada survey that showed a 5.1 per cent increase in planned investment in British Columbia; 

* a stabilization and strengthening in the prices of pulp and newsprint; and 

* a continued diversification of the B.C. economy with growth in sectors such as tourism, film and knowledge-based industries. 

Honourable Speaker, all commentators agree 1996 was a disappointing year for the economy. This has resulted in lower than forecast revenue.  We are now estimating total revenue to the consolidated revenue fund will be $20.2 billion, $465 million below budget estimates. On the spending side, the need for higher-than-forecast spending for public safety, reducing hospital wait lists, and programs for lower-income British Columbians was offset by spending reductions in other areas. This means that total spending is now estimated at $20.6 billion, just $28 million over budget estimates.  The resulting deficit for 1996/97 is now forecast at $395 million. 

Honourable Speaker, let me put that into perspective. In 1991 when our party took office, we inherited a record $2.5 billion deficit. Spending had increased 12 to 14 per cent in each of the three final years of the previous Social Credit government.  We've worked hard to reverse that trend. And we've made steady progress.  This year, with careful management, we will reduce total spending on a year-over-year basis for the first time since the early years of W.A.C. Bennett's government.  We will do this while dealing with the challenge of the fastest-growing population in Canada -- almost 100,000 new British Columbians in 1996, equal to the population of the city of Kelowna. 
Honourable Speaker, this government remains committed to the goals of eliminating the deficit and reducing taxpayer-supported debt as a percentage of the provincial gross domestic product.  But we do not believe eliminating the deficit is an end in itself. Rather, it is the means to an end. What makes balancing the budget and controlling the province's debt important is that these goals provide the fiscal foundation for building a strong economy from which all our citizens can benefit.  With sound fiscal management, we can be sure that taxpayers' valuable dollars are not targeted toward paying interest on the debt, but pay for schools, hospitals and infrastructure necessary to encourage investment, jobs and economic growth.  For these reasons, we are determined to provide the fiscal management necessary to keep our province's finances on a sustainable path and to ensure British Columbia's debt burden remains among the lowest in the country. 

  

Honourable Speaker, government is a large, complex enterprise. There is not one simple benchmark for fiscal performance. I want to outline the four principles of fiscal sustainability which will guide us and against which we will measure our progress. 

 

1.  Balance the consolidated revenue fund. 

The CRF still represents the best summary of each year's program expenditures. Like a household budget, the CRF represents the groceries, heating bills and day-to-day spending.  While some items, such as education, can be considered an investment, the lessons of the household budget are clear: in managing the provincial accounts, we must continue to reduce the deficit and move into surplus. 

 

2.  Debt financing of capital assets must be sustainable. 

In particular, we must stabilize and then reduce taxpayer-supported debt as a percentage of provincial GDP. To continue the household analogy, it's okay to finance the family home with a mortgage, but the carrying costs must not exceed the family's capacity to pay. 

 

3.  Budget forecasts must be built on prudent economic assumptions. 

These assumptions must be prudent for estimates of expenditures and revenues. And they must be combined with strong management that monitors performance against the budget, and takes corrective action when variances appear. 

 

4.  Economic growth and job creation must be a central component of any complete fiscal plan. Managing expenditures is only one-half of what is necessary to balance a budget. A strong revenue base is also key, and that requires an active economic growth and job creation strategy.  These principles underlie this budget and our financial management plan, now and for the years to come. 

  

Honourable Speaker, as I said earlier, the budget I'm presenting today cuts overall government spending for the first time since 1958, while increasing funding for health care and education.  The projected deficit is the smallest this decade, at an estimated $185 million. Some may argue that we should have cut deeper to ensure a balanced budget this year. We have decided not to do so for two reasons. First, unlike some other provincial governments, we are not prepared to sacrifice our commitment to protect health care and education. Second, we are determined to maintain an environment for future investment and job growth. Our economy is recovering from a difficult year. We must be careful government does not withdraw too much purchasing power from the economy, undermining the return of business and consumer confidence.  For this very reason the Business Council of B.C. has cautioned us not to go too far too fast in reducing the deficit.  This budget cuts the deficit by more than half of what it was last year. As outlined in the financial management plan I am releasing today, this places us in position to put the budget in balance next year, and to achieve a significant surplus in the year that follows. 

  

As we move to balance the government's operating budget, taxpayer-supported debt will only be used to invest in the capital assets necessary to maintain our social and economic fabric -- such as schools, hospitals, and highways.  The combination of the deficit left by the previous Social Credit government, and the need to make up for their failure to fund necessary capital investments, resulted in taxpayer-supported debt as a proportion of GDP rising from 1991 through 1993/94. Since then it has stabilized, although the ratio was pushed up again last year by lower-than-projected economic growth.  Recently, I reconvened the private sector group that advised the government on its debt management plan.  The financial management plan shows the result of that consultation -- a plan to cut taxpayer-supported debt as a proportion of GDP to 20 per cent within the next three years and reduce it to 15 per cent by the year 2015.  The capital spending review is an important element in achieving this goal. It shows us how to do more with less, identifying $200 million in savings.  The review demonstrated we can find new and creative ways to balance the need for public infrastructure with what we can afford. 

  

Honourable Speaker, this budget is based on prudent economic assumptions. On the spending side, we have worked hard to ensure each vote in the estimates reflects underlying spending pressures. That includes anticipating pressures and meeting the need for additional services that come from our continuing population growth. On the revenue side, while my ministry forecasts a growth rate of 2.2 per cent, I have chosen to base the budget's revenue forecast on a prudent economic assumption of 1.6 per cent growth.  We are determined to meet the spending and deficit estimates presented in this budget. In addition to using a prudent economic assumption for revenue forecasting, we will monitor performance against budget and take corrective actions as they are required.  I want to turn now to the government's key priorities for the coming fiscal year: job creation, health care and education, and support for middle-income and working families. 

 

Honourable Speaker, we recognize that the only way to get to a sustainable fiscal path is through strong economic growth. And we also recognize that for British Columbians, new jobs and economic opportunities are a central priority.  Over the past five years British Columbia's job performance has far surpassed that of the rest of Canada -- more than 220,000 new jobs. This is an impressive record, but we are determined to do even better. Accordingly, government's job strategy is designed to maximize the employment capacity of B.C.'s economy. There is no one easy way to create enough well-paying, family-supporting jobs. An effective jobs strategy has to explore all avenues to achieve this goal, and it must reflect the contributions of people from all parts of our society. 

The five major elements of our job creation strategy are: 

* a sustainable fiscal foundation; 

* better skills and training for young people; 

* investment in infrastructure; 

* partnerships with the private sector; and 

* initiatives targeted at key sectors of the economy. 

Let me review each of these elements. 

 

1.  A sustainable fiscal foundation. 

To create the jobs and economic climate that will bring opportunities for new businesses and for communities, we must start with a sustainable fiscal foundation.  Providing this level of certainty is necessary for businesses to make their investment plans and be confident about the future. The plan for fiscal sustainability I've already outlined is a critical part of our strategy for higher growth and job creation. 

 

2.  Better skills and training for young people. 

This government is committed to helping secure the job opportunities young people seek, and providing them the tools to prosper. We're protecting funding to ensure high quality education and greater access to our colleges, universities and institutes. We're investing $23 million in the Guarantee for Youth program to create 12,000 new jobs.  And we're making sure work is a better deal than welfare.  Our $20 million YouthWorks initiative replaces welfare with training and work experience. It will help more than 40,000 young people this year, making sure the social safety net doesn't become a web in which they are trapped, but serves as a trampoline to lift them up into the workforce. 

 

3.  Investing in infrastructure. 

This government will be investing more than $1 billion annually in schools, hospitals and transportation infrastructure over the next few years. Not only does this investment provide the vital services that our people need, it will directly create more than 13,000 jobs throughout the province each year.  New schools in Williams Lake, Richmond, Surrey, Langley and many other communities, replacement of the Hudson's Hope hospital, the Vancouver Island cancer clinic, and our commitment to light rapid transit in the Lower Mainland are just some of the investments that government will be making.  We will also soon be signing a renewed infrastructure agreement with the federal government that will lead to cost-shared projects and additional jobs for British Columbians. 

 

4.  Partnerships with the private sector. 

The interests of business and government are not always identical -- but both share a common interest in fostering a strong economy and a healthy business climate.  In preparing this budget, I have benefited from the consultation and advice offered by business and labour leaders on province-wide issues such as fiscal management and capital spending.  Today I'm announcing that government will establish a forum for business, labour and government to work together to discuss issues of mutual concern, develop economic strategies, and identify measures to generate employment, increase investment and protect competitiveness. In addition, the Minister of Employment and Investment will be undertaking a wide-ranging review of business regulations with the goal of cutting red tape and making government less burdensome. We are also committed to pursuing more public-private partnerships that allow cost-effective solutions to developing and financing new facilities. As examples, the partnership to build a new Vancouver Trade and Convention Centre will provide investment of over $200 million and create 2,750 direct and indirect jobs. And the partnership to add a large-format theatre to the Royal British Columbia Museum in Victoria will create jobs and add to the region's tourism appeal. 

 

5.  Sectoral initiatives. 

As part of government's jobs strategy, certain sectors are being targeted for special attention. Let me touch on a few of the initiatives under way to protect and create jobs in forestry, small business, tourism, the airline industry, film and fisheries. 

* This government is working on a framework agreement for a Jobs and Timber Accord with the forest industry. Its aim is to increase the economic return and the number of jobs from every tree harvested, while maintaining our world-class environmental standards. Overall, the goal is to create 21,000 new jobs in the forest sector by the year 2001. 

* Small business is the fastest-growing sector in our economy, and is the biggest generator of new jobs. Last year, we cut the small business income tax by 10 per cent and introduced an income tax holiday for eligible new companies. These incentives, now available through the 1997/98 fiscal year, will reduce costs for small business by about $29 million. 

* Tourism continues to be a source of economic strength in every region of our province, employing many thousands of British Columbians. We will further assist the industry to reach its full potential. In partnership with the tourism industry, this government will establish a new agency with a dedicated revenue source to promote tourism in British Columbia. 

* Through the leadership of the premier, this government played a key role in the restructuring of Canadian Airlines International, helping to protect some 12,000 direct and indirect jobs in British Columbia. To keep B.C. competitive and attract new carriers, we will reduce the international jet fuel tax rate for all carriers over the next three years. The current rate of four cents per litre will be reduced to three cents per litre on April 1, 1998, and to two cents per litre on April 1, 1999. 

* B.C.'s film industry outpaced Ontario last year and recorded the highest film production of any province. More than 8,000 British Columbians were directly employed in productions. To ensure continued development, we will work with the industry to expand opportunities and, in particular, find ways to encourage Canadian productions. We want to see maximum opportunities for B.C. workers in this dynamic field. 

* The future of our fisheries is critical to the future of our province. This government is working with communities, industry, owner-operators and workers to develop a made-in-B.C. vision for the future. Our priority in this area is conservation of the resource and protection of the workers and communities that depend on it -- success here means the jobs will follow. In the near future, we will create Fisheries Renewal BC to invest profits back into the sector and protect the fish and jobs. 

Honourable Speaker, creating jobs for all British Columbians is a central objective for this government. Our jobs strategy ensures that we will continue to lead the way in creating new jobs for the people of this province. 

  

Let me turn now to another priority -- health care.  Canada has the finest health care system in the world and British Columbia has one of the best health care systems in Canada. This budget ensures it will stay that way.  We are protecting the health care services British Columbians rely on -- funding for health care will increase by more than $300 million in 1997/98, Honourable Speaker.  This year's funding level is particularly important, as it is a year of transition. Management of major elements of the system will become the responsibility of regional health boards and community health councils. In making this change, the government will be making a good system better. British Columbia faces a number of health care funding challenges: a growing and aging population; increasing health care costs; and large reductions in federal transfer payments.  Other provinces have chosen to meet these challenges with funding cuts and reductions to services. That is not our choice.  Since 1990/91, the rate of spending growth on health care in British Columbia has been two-and-one-half times the national average and the highest in Canada. Our health care spending per person leads the country. This year we are increasing funding for hospitals across B.C. by more than $80 million, including a $28 million increase for new equipment. Funding for physician services, ambulance services, mental health and continuing care are all up significantly from last year's level. And a particular priority will be further reductions to wait lists for heart surgery, cancer treatment and kidney dialysis. At the same time, to sustain our standards and our system's affordability, we must find savings in the system and reallocate them to front-line services so that new pressures can be accommodated and all our needs can be met. 

  

A third key priority of this government, Honourable Speaker, is education. Education is an investment in our children's future. This government's track record in support of education is exemplary. From 1990/91 to 1995/96, spending on kindergarten to grade 12 education has risen 5.5 per cent annually. This is more than any other province. In this budget, funding for the K-to-12 system will rise by $63 million. As a result, our investment in each student in B.C. remains well above the national average. In addition, reforms introduced last year have cut the number of school districts and are reducing administration costs, both through amalgamation and increased co-operation among districts. A similar level of government support is being provided to post-secondary institutions. Since 1991, British Columbia's overall investment in post-secondary education has increased an average of four per cent -- the largest increase in the country. In the same period, Canada's overall investment in post-secondary education declined by an average of 1.5 per cent annually. This government is also increasing access for young people to post-secondary institutions -- tuition fees remain frozen for the 1997/98 school year. This is in marked contrast to other provinces, such as Ontario, where last year college students saw a tuition increase of 15 per cent and university students 20 per cent. In addition, we have added thousands of new spaces for post-secondary students. Today, there is a place for all qualified students in B.C.'s colleges and universities -- almost 10,000 new spaces opening last year and this year combined. 

  

Honourable Speaker, these major investments in jobs, health care and education demonstrate this government's resolve to work for the people of this province -- responding to their priorities and meeting their needs. That is why we have also cut income taxes for B.C. families by a further two per cent. Combined with last year's cut, this lowers income taxes by $142 million per year. We have supported this income tax reduction with a freeze on other taxes for individuals and families until the year 2000. We've frozen BC Hydro rates for three years. And we've frozen ICBC premiums and college and university tuition fees for two years. These tax cuts and rate freezes will save the average B.C. family more than $500 per year. And we are investing $235 million to provide more than 200,000 families with a monthly BC Family Bonus check. This is a groundbreaking program that is making work a better deal than welfare and has become the model of choice in the fight against child poverty in Canada. 

  

Honourable Speaker, we are protecting health care, education and job creation, and providing support for working families. This achievement is remarkable because at the same time we are reducing total spending compared to last year. For the first time since 1958, there will be a year-over-year decline in budget expenditures. Spending from the consolidated revenue fund will go down by more than $100 million, to $20.47 billion. 

This has required some difficult decisions, given an expected increase in the population of over two per cent and inflation exceeding one per cent. We have cut the size of government, cut costs in administration and overhead, and eliminated some programs, grants and subsidies. The budget for government salaries alone has been cut by more than $100 million. As a result, government positions have been cut, and cut significantly. 

Much of the reduction has been achieved through measures such as voluntary severance and early retirement, not forced layoffs. That this was done in a humane manner is to be welcomed, not derided. In the process of making cuts, it has been necessary to reduce or eliminate services and grants to many worthy groups and individuals. Let me say to those affected: these decisions have not been taken lightly. But making decisions is about setting priorities, and this government's priorities are to create jobs, and protect health care and education for the people of B.C. 

Honourable Speaker, our total revenues will increase less than one-half of one per cent this year to $20.29 billion. That is just $80 million over the revised forecast for 1996/97. But it is not simply because we have used prudent economic growth assumptions in developing our estimates. Federal government cuts to transfer payments for health care and education mean a loss to British Columbia of another $200 million for 1997/98, on top of $400 million lost last year. Provincial corporate income tax payments are expected to be down this year by more than $300 million due to the fall in corporate profits during 1996. In addition, maintaining our tax cuts and the BC Family Bonus program will further reduce our available revenues by $400 million. In the face of these pressures we have sought other ways to enhance revenue: 

* A program to review asset disposition has begun, looking at the hundreds of millions of dollars of assets owned by the government to see if they still serve a useful purpose. This year we expect to receive $170 million by disposing of some assets which are no longer needed. For example, we are negotiating to have the private sector take over operation of the Royal Victorian ferry to Seattle. 

* We have asked our Crown corporations to increase efficiencies and income, and to dispose of any unneeded assets in order to increase returns to government. Including $50 million from already-announced gaming expansion, these initiatives are expected to generate an additional $150 million in revenue this year. 

* We have undertaken a review of fees for government services to ensure that their costs are, where fair and appropriate, recovered from those who benefit rather than from the general taxpayer. In addition, we have taken steps to improve tax enforcement and to ensure that all tobacco products are taxed on the same basis.
These new revenues will help offset other revenue losses and contribute to reducing the provincial deficit. Honourable Speaker, as I said at the outset we have had difficult choices to make. We face major pressures -- reduced revenues, a growing population, increased demands for services. But we've accepted our responsibility to meet the needs of British Columbians in a fiscally responsible way. We have reduced spending on a year-by-year basis for the first time in 40 years, and cut the deficit to its lowest level this decade. At the same time, we are protecting health care, education and job creation.  With an anticipated improvement in the economy this year and next, and a federal commitment not to further reduce transfer payments, we are establishing a solid foundation for the future. With this budget, we are meeting the challenge on behalf of the people of British Columbia. For our children, there is assurance of a good education and access to our colleges and universities. For people who are ill, there will be treatment available when they need it. For middle- and lower-income families, there is money in their pockets to help them raise their children.  And for all British Columbians, there's the prospect of good jobs for the future. 

Honourable Speaker, we are confident the road we've chosen -- to protect these services while reducing the deficit in a prudent, careful way -- is the right one for the people of British Columbia. 

