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Mr. Speaker, I would like to begin my address on the 1979-80 Budget by congratulating you on your appointment as Speaker of the Legislative Assembly of this Province. I know that you will carry out the duties of Speaker with dedication and fairness.

The task of preparing this year's Budget has again been difficult. The national background against which we must plan is by no means encouraging. Prolonged slow growth poses problems for both government and the private sector in sustaining employment and services; and the balance of payments difficulties which persist, in spite of the deep depreciation of the Canadian dollar, are a continuing indication of weakness in our economy. The outlook for the decade of the 1980's depends on how successful Canadians are in resolving these difficulties.

Mr. Speaker, because of the magnitude of the challenge ahead of us, there have been more inter-provincial and federal-provincial discussions in the past year or two. As a result of these meetings, the broad economic objectives of Canadian governments have been established. Basically, these are to sustain growth of output and employment, and to reduce unemployment and the rate of inflation. While all governments agreed that the focus of growth must lie with the private sector, they also endorsed continued restraint on public sector current spending, greater efficiency and effectiveness in the public service, and tough but fair bargaining with public sector employees. 
At the provincial level we have kept these national objectives in mind in framing this budget. We must live within our means. There must be no extensive new programming. Effective management of the public purse is as much a key to good government as effective management of personal affairs is to each of us in these inflationary times. That is why the maintenance of a financially sound position has once again been given a high priority in this budget.

Mr. Speaker, I would now like to review the outcome of the 1978-79 fiscal year and to comment on federal-provincial fiscal relations before presenting the 1979-80 budget plan.
Review of the 1978-79 Fiscal Year

Mr. Speaker, I would first like to touch on the highlights of the performance of the New Brunswick economy last year. The 1978-79 budget was based on an expectation that the provincial economy would grow at approximately the same rate as the Canadian economy. Real growth in New Brunswick did indeed match the 3.4% rate achieved by Canada, but was nevertheless below the 3.5% to 5% projected at budget time.

Consumer spending was a dominant factor in the growth of the provincial economy in 1978. While export growth was weak in the early months of 1978, it improved later in the year, particularly in the resource based industries, reflecting the impact of the depreciation of the Canadian dollar. Manufacturing was the strongest sector; the value of shipments increased by some 20% with the main contribution coming from the output of lumber and pulp and paper. Continued strength in the province's service industries and recovery in the goods-producing industries resulted in employment growth of 5.3% with manufacturing employment increasing by 5000 persons. The unemployment rate declined from 13.2% in 1977 to 12.6% last year.

Mr. Speaker, I would now like to outline the budget results for fiscal 1978-79. Last year at this time I introduced a budget which provided for a surplus on Ordinary Account of $38.5 million, an increase in the net debt of $75.2 million and financial requirements of $170.3 million. Although final financial data for the 1978-79 fiscal year will not be available until June, I am pleased to report that budget results for the current fiscal year will be substantially better than outlined in the budget plan.

Gross ordinary revenues in 1978-79 are now estimated to be $1267.1 million or $12.6 million higher than the budget estimate. Gross ordinary expenditures are now estimated at $1208.9 million or $7.1 million lower than the budget estimate. I would like to commend my colleagues on Treasury Board for the vigilance which they have displayed in keeping expenditures below the budgeted level for the second consecutive year. Due to these higher revenues and our continuing efforts to control expenditures, we now expect to have an Ordinary Account surplus for 1978-79 of $58.2 million compared to the $38.5 million estimated in my budget last spring.

This next paragraph is interesting, Mr. Speaker. Hon. members will recall that, during the budget debate last spring, the Leader of the Opposition said, and I quote, ". . . total government revenues in the 1978-79 budget are substantially overstated and the $38.5 million forecast as surplus on Ordinary Account is unrealistic and unbelievable." Well, Mr. Speaker, perhaps he will be a believer now.

Capital expenditures are now estimated at $175.6 million, $5.2 million lower than the budget estimate. Capital recoveries are also lower, a $7.1 million decrease from the budget, reflecting lower than budgeted expenditures on shared-cost capital programs. As a consequence, although the Capital Account deficit is now forecast to be $135.6 million, which is $1.9 million more than in the budget plan, the overall deficit, which is the deficit on budgetary accounts, is estimated at $77.4 million or $17.8 million lower than the budget estimate.

When provision is made for sinking fund earnings of approximately $22.5 million, the increase in the net debt during the year will be $54.9 million rather than the $75.2 million estimated in the budget plan. This, Mr. Speaker, represents year-over-year growth of 7.3%, best performance since 1973 the Net loans and advances are now estimated to be about $3.5 million lower than budget. Because of the lower overall deficit and lower net loans and advances, financial requirements are now estimated to be $149 million, or $21.3 million lower than budget.

Mr. Speaker, this favorable outcome of the 1978-79 fiscal year has resulted in a significant strengthening of our financial position, and will reduce our borrowing requirements for 1979-80 capital spending. I submit that this financial outcome, in an election year, clearly displays the ability of this government to manage the province's financial affairs in a very responsible way.

Mr. Speaker, I shall now briefly review the province's Capital Financing Program during the current fiscal year. Interest rates continued to increase throughout the past fiscal year. In March 1978, the chartered bank prime rate averaged 8.75%, but by the middle of March 1979, it had risen to 12%. Average long-term provincial bond yields at this time last year were around 9.75%, but are now in the 10.5% range. This phenomenon has been a response to rising interest rates in the United States and stems from the Bank of Canada's policy of maintaining a margin between United States and Canadian rates in defence of the Canadian dollar.
Indications are that long-term interest rates in the United States will continue to gradually move upwards from their present levels) perhaps to record heights) and a similar performance can be expected on the Canadian bond market. Predictions as to when interest rates will start to decline range from sometime later this year to several years away.

The province's borrowing program during the past year was completed through the placement of the following issues:

- $60 million of 9-7/8% debentures due in 1998 on the Canadian market;

-$75 million of 10-1/8% debentures due in 2004 on the United States market; and

$53 million of twenty-year debentures issued to the Canada Pension Plan Investment Fund at interest rates ranging from 9.35% to 10.16%.

The average interest rate on provincial debenture borrowings was 9.88%.

The province also guaranteed the following obligations issued by the New Brunswick Electric Power Commission:

-$61 million of 4k% debentures due in 1985 issued privately in Swiss francs;

-$75 million of 10k% debentures due in 2003 issued on the Canadian public market;

-$75 million of 9'l;% bonds due in 1994 issued in United States dollars on the Eurodollar market; and $100 million of 9-5/8% notes issued to Atomic Energy of Canada Ltd.

-$100 million of 9-5/8% notes issued to Atomic Energy of Canada Ltd.

In December 1978, the province made a major presentation to the two principal bond rating firms in New York. Subsequently, both firms maintained their ratings of A-I and A+ on debenture issues of the province and the New Brunswick Electric Power Commission. The past year has been a busy one in federal-provincial fiscal relations, involving several key ministerial meetings on fiscal matters and the economy.

Mr. Speaker, although I was pleased with the results of some of these meetings, unfortunately some of our joint discussions were less satisfactory. In the former category, I would place the Sales Tax Reduction Program which constituted one of the most unusual initiatives in the public finance field in Canada of recent years. Compensation for the program to all participating provinces except Quebec took the form of a temporary transfer of income tax and a cash payment. New Brunswick, like other Atlantic Provinces, was fully compensated for a six-month three percentage point reduction in the sales tax rate.

Although it is not possible to determine the precise impact of the program, there does appear to have been a positive impact on consumer spending, particularly on sales of automobiles and other durable goods. There remains the possibility, how ever, that some purchases which might normally have been made in 1979 or later, took place earlier because of the tax savings afforded by the program.

Mr. Speaker, another successful federal-provincial initiative that I would like to highlight is the 1978 Review of Resource Taxation. New Brunswick played a leading role in that Review, with the Hon. Roland Boudreau ac ting as spokesman for his fellow Mines ministers. New Brunswick stressed throughout the process the need for both levels of government to indicate by specific policies that they wished to promote the continued health and expansion of mining in Canada.

I was pleased with subsequent federal mining tax changes introduced in the federal budget of last fall. The federal measures followed the same direction as the amendments to the Mining Income Tax Act introduced by this government in 1977 after a two-year period of consultations with federal officials and mining industry representatives.

Mr. Speaker, because of New Brunswick's successful initiatives in the mining tax field, both in terms of our own legislation and in the larger national scene, I am even more optimistic about the future of our provincial mining industry. This Government intends to pursue the spirit of federal-provincial cooperation established during the 1978 Review of Resource Taxation. We attach high priority to creating a stable tax structure within which the mining industry can expand and develop. In particular, we have made a commitment not to offset tax reductions that the federal government may introduce.

Mr. Speaker, I come now to federal-provincial issues which were not resolved to our satisfaction. Last summer and fall, federal ministers announced a number of reductions and reallocations in expenditures to bring about a total net reduction of some $2.5 billion from their previously planned expenditure levels. Of this total, $500 million was cut from 1978-79 expenditures and $2 billion was to be taken from planned or forecasted expenditures in the 1979-80 fiscal year.

These reductions and reallocations represented a sudden and major shift in federal fiscal policy. The main objectives were not only to achieve a significant reduction in the recent rapid growth in government expenditure, but also to divert a further $1 billion to new federal initiatives in income redistribution, employment creation, and economic development. Important reforms were also announced for the Unemployment Insurance program, which would eventually reduce total annual benefit payments across Canada by over $500 million.

These proposals presented all provinces with real difficulties, but for New Brunswick and the other Atlantic Provinces, which are more reliant on federal transfers and programs, the burden was much greater. One effect was to create pressure for increases in provincial expenditures to offset the federal cuts while at the same time reducing the revenues available to us. The Land Registration and Information Service operated by the Council of Maritime. Premiers, is an example of how federal reductions have forced additional spending upon us.

In view of the large reductions in Unemployment Insurance benefits, I propose that this province should receive a relatively larger share of the federal funds being reallocated for employment creation and economic development. Although some of the Unemployment Insurance amendments have been withdrawn or modified, and New Brunswick has been included in the announced employment creation and economic development Initiatives, I am not satisfied that our particular situation has been adequately taken into account. The government will continue to press Ottawa to make appropriate adjustments in their programs and initiatives.

From the outset, federal ministers made clear that cuts would also affect payments to the provinces. Initially they indicated that these would include a reduction in major unconditional transfers to the provinces by $220 million and cuts from the Health Resources Fund, Bilingualism Development, and the Public Utilities Income Tax Transfer Act, totalling some $150 million. In spite of protestations, the federal government went ahead with their reduction program and, according to my estimate, reduced payments to New Brunswick in fiscal 1979-80 by approximately $18 million. The programs affected are as follows: The Social Services Financing Act will not be implemented as planned and consequently New Brunswick revenues for various social and community services currently cost-shared fewer than three agreements will be $5 million lower in 1979-80 than they would have been had the federal government proceeded with that legislation. The Community Services Grant Program, designed to provide global funding to municipalities by replacing the Sewage Treatment Program, the Neighbourhood Improvement Program and the Residential Rehabilitation Housing Program, is to be deferred for one year, creating a further reduction in 1979-80 New Brunswick revenues of $4 million. Although projects for funding may be approved in 1979, the federal contribution will not be available until 1980-81.

Mr. Speaker, two 8I1endments are to be made in the equalization formula. Equalization payments in respect of provincial revenues from the sale of Crown leases on oil and gas lands will be phased out over a two-year period, reducing New Brunswick revenues by $4 million in fiscal 1979-80, and by a further $4 million in fiscal 1980-81.

The federal government has also announced its intention to reduce formula payments under the Bilingualism in Education component of the Bilingualism Development Program from $170 million to $140 million. This is a move that bears disproportionately hard on New Brunswick, Canada's only province with two official languages.

I am particularly displeased by the way the federal government has handled this matter. The Bilingualism Development Program is in the "special purpose grants" category, which includes several other programs: for example, the Public Utilities Income Tax Transfer, which was to be removed altogether, but which does not affect New Brunswick. While the federal government has refused to modify the cut in the Bilingualism Development Program, they have subsequently reduced planned cuts in the Public Utilities Income Tax Transfer. We believe this is inequitable. New Brunswick has put a great deal of effort into providing services in both official languages in this province. I am perplexed at the federal government's position on this, particularly in light of their stated policy in favour of bilingualism in Canada. I am continuing to press for a satisfactory resolution of this matter.

I should note, Mr. Speaker, that implementing parts of the federal reductions and reallocations program requires amendments to federal legislation which have not yet been passed by Parliament.

Mr. Speaker, our dealings with the federal government last year included an item that I dealt with in some detail in last year's budget speech. I refer to shortfalls in the province's 1977-78 revenues which resulted from downward adjustments in equalization payments from Ottawa totalling over $33 million. These adjustments resulted from revised population estimates for New Brunswick based on the 1976 Census of Canada. We do not accept certain of these revised estimates and contend that the equalization adjustments should be reduced by $10.9 million because they are predicated on inaccurate population estimates for 1972, 1973, 1974 and 1975. I have proposed a further meeting with Mr. Chretien to resolve this matter. He informed me last month that he will re-examine the issue and I expect to hear from him again in the near future. I am smiling a bit, now.

Mr. Speaker, much of the difficulty concerning joint federal provincial activity is that it is not based on agreed perceptions of economic potential and problems. We are not proceeding on the basis of an agreed economic strategy for Canada extending over a period of years, despite the effort toward developing a medium term economic strategy initiated by the First Ministers in February 1978. I believe that such a strategy could provide for recognition of the special economic problems and development opportunities in New Brunswick. Furthermore, it is possibly a means whereby we can get away from abrupt changes in direction, such as that evidenced by the recent federal expenditure reduction and reallocation effort. 

Before outlining the budget plan, believe it would be useful to elaborate on the broad context in which the plan was developed and within which it will be implemented. In considering options for the 1979-80 budget plan, it was apparent that we were victims of events beyond our control. To a large extent, we are in environment created by world conditions and by the national policies of the past decade or more and in the year ahead, the federal government has further limited our options by effectively transferring a significant proportion of their expenditure cuts to the provinces.

Taking action on the limited options before us is also complicated by public sentiment and expectations. While most people favour restraint, many also believe that government can, or should, address all of society's problems. We are far from a consensus on the issues confronting us; even the experts differ widely in their prescriptions. It is therefore essential that, as a responsible provincial government, we should act decisively in the best immediate and long-term interest of New Brunswick, while doing our part to support national objectives.

A responsible government must act on the basis of its best judgment after considering all the facts, and provide the leadership that the electorate expects. For that reason, Mr. Speaker, I also consider it extremely important that the reasons for our actions are clearly understood so that we are judged on the basis of a full understanding of our decisions and why we made them.

In this respect there are several key factors that I wish to explain for they are crucial to the budget plan. Firstly, the Canadian economy has not performed anywhere near its potential in recent years and it is unlikely that this potential will be achieved quickly. This is a matter beyond the control of the New Brunswick government. Secondly, our ability as a province to insulate the provincial economy from forces operating nationally is very limited. Thirdly, we fully support the national consensus on government restraint because we think that it is the right policy for the Canadian economy. It is a position that seems to have wide public support, but I am not sure that it has wide public understanding.

Mr. Speaker, restraint is necessary today to ensure that the government sector will not take a larger share of the economic pie by further increasing taxes. Governments cannot indefinitely increase spending at a faster rate than the economy is growing without eventually raising taxes. A significant increase of the tax burden on people would lower disposable income and would probably generate demands for inflationary wage increases. If taxes on industry were increased substantially, we would run the risk of reducing the cost competitiveness of our industrial base. Exporting companies would become less competitive in the international marketplace, and this would only hamper the growth of our economy. In short, there are solid economic reasons for restraint, which I fully endorse.

Mr. Speaker, when the economy is growing slowly. Government expenditures must also grow slowly. In our society there are many special interest groups whose effect on public opinion appears disproportionately strong. They all make the point that this expenditure or that expenditure is a small part of the total budget and should never be cut. Mr. Speaker, the whole budget is made up of many small parts and to overlook so-called small expenditures would only encourage expenditure growth to get out of control. The vast majority of New Brunswickers appreciate that the money government spends does not arrive in our coffers by magic; it is money that either comes out of the pockets of taxpayers of today or the pockets of taxpayers of tomorrow.

The fourth factor that I want to touch on is the growth of social programs. In my view: Canada has an enviable system for ensuring that our people are cared for, regardless of their income level. Our accomplishments in this realm have been substantial. Much of what has been achieved has resulted from joint federal-provincial effort, with the leadership role belonging, quite appropriately, to our national government. Mr. Speaker, when these social programs were initiated, the Canadian economy was strong and the federal government confident they could be funded. Now that economic conditions are different and revenues are growing more slowly, the federal government has found itself in a squeeze. In recent years the federal government has tried to solve its problems by leaving the provinces to carry more of the financial burden.

While the previous Fiscal Arrangements Act was in effect, they placed limits on federal contributions to Medicare and on the post secondary education grant, and imposed changes to the formula for calculating the revenue guarantee. The federal reallocation and reduction program is a more recent example. At the provincial level, the impact of these factors is clear. While revenues from our present tax base are growing only slowly, the demands placed on these funds by programs already' in place for the advancement of the province and care of our citizens have grown dramatically.

Mr. Speaker, this set of circumstances poses a tough challenge to us all. In spite of numerous optimistic forecasts, the relatively poor economic performance of this country continues. We have to ensure that we can live within our means and that our position is not jeopardized by persistent imbalances between revenue and expenditure growth. 

Mr. Speaker, having outlined the situation which the budget plan for 1979-80 sets out to address, I shall now describe the four components of the budget plan:

1. Measures to sustain and strengthen our economic development thrust.

2. Measures to improve the province's financial flexibility.

3. Measures to restrain expenditure growth.

4. Responses to changing social needs.

I will now deal with each of these components of the budget plan in some detail.

Measures to sustain and strengthen our economic development thrust. Economic development continues to be a major concern of the government. While continuing our own development initiatives and our own services to producers, a major part of our effort is tied to our cooperative approach with the federal government under the General Development Agreement. Mr. Speaker, this is a vital means of strengthening our economic development effort.

The only limit placed on the funds available for economic development under the General Development Agreement, Mr. Speaker, is the limit imposed by the federal government on the Department of Regional Economic Expansion for spending in New Brunswick for fiscal 1979-80. In other words, we will be matching under the terms of our several agreements whatever DREE funds are available. Thus we have planned for ordinary expenditures of $32.5 million and capital expenditures of $28 million on economic development initiatives.

We have joined with DREE in planning, programming and implementing five-year development agreements in our various economic sectors. In general, the first five-year agreements were designed to establish a secure base on which further development could take place. We are now in the process of preparing a second series of five-year plans for these sectors which will build on the achievement of those now nearing completion. In fact, our second agreement for agricultural development was concluded in March 1978, and provided for the implementation of many of the recommendations of the Agricultural Resources Study.

In addition, Mr. Speaker, provision is made in the spending estimates presented to this House for new development purposes. For example, provision is made for initial work under the Developing Regions Agreement now under negotiation with DREE, for spending under an agreement pertaining to major downtown development in Saint John, and for the possibility of an agreement respecting the expansion of shipbuilding facilities in Saint John. 

We are now preparing to participate in the program recently announced by the federal government for the modernization of pulp and paper mills. I should, however, point out that we have not yet been advised as to what matching funds may be available to the province from DREE for this purpose. More important, Mr. Speaker, I should point out that there will be no new federal money available next year under this program in order for us to participate, we will have to review our spending under other agreements and redirect funds from present spending plans.

As I have already noted, the government is engaged in a continuing review of the efficiency and effectiveness of development efforts funded entirely by the province. As a result, a number of new proposals are presented to this House, Mr. Speaker.

In recent years, we have instituted several measures to encourage and facilitate development of the small business sector in New Brunswick. These include the lower corporation income tax rate on small businesses introduced in 1977. the small business assistance program. and successive reductions in the business tax rate on real property in both 1978 and 1979. The tax measures alone represent a saving to the small business sector of about $3.5 million in the 1979 taxation year.

In the budget plan for 1979-80, we are expanding our efforts to help small business. I am pleased to announce that the first phase of our promised tax allowance for small businesses will be implemented. The allowance will apply to business assessment as follows: 30t per $100 on the first $100 000, and 20d per $100 on the balance up to $200 000. This program will benefit more than 90% of New Brunswick businesses, and will provide a financial incentive worth about $1.1 million in 1979.

Mr. Speaker, we are increasing loans and advances available from the Farm Adjustment Board from $5 million to $7 million. It is our intention to ensure that new investment opportunities in agriculture are not foregone because of a lack of capital. Another undertaking in our efforts to promote agriculture development is the establishment of a potato industry development branch within the Department of Agriculture and Rural Development.

The government is very much aware of the potential created for our fisheries by the 200-mile limit, and an increase in capital available to provincial fishermen is an important element in our response to that potential. We are therefore increasing loans and advances available from the Fisheries Development Board by $3 million.

The 1979-80 capital budget is an important component of the government’s contribution to the growth of the economy. This budget provides for record capital spending of $202 million, a $26.4 million increase from fiscal 1978-79. This is a sizeable contribution to construction and related industries in the province.

Mr. Speaker, I will conclude this part of the budget plan by reiterating our contention that government must create a supportive and stable environment for economic growth. In practice, this means that we must vigorously pursue our economic development objectives, avoiding tax burdens that will reduce the competitiveness of our industry. Over the long term, our ability to improve our educational system, health care and welfare programs depends on a strong and growing economy. I am confident that New Brunswickers will agree that their provincial government is doing its part to facilitate such growth and development.

Measures to improve financial flexibility: In the early years of this decade when economic conditions were very good, the government achieved significant budget surpluses. When this government came to office there was an accumulated surplus on the books of only $9.6 million. By fiscal 1974-75, successive budget surpluses were responsible for an increase in the accumulated surplus to more than $118 million. In other words, in the good years we chose to strengthen our financial position. This strategy paid off for us and for the people of New Brunswick. Because we had strengthened our finances in the good years, we had the capacity to deal with the more difficult ones when they came along.

One of the government's principal objectives over the past year was to assure a solid surplus for budget year 1979-80. Mr. Speaker, this budget plan provides for a very substantial surplus on Ordinary Account of $61.7 million. Even after deductions for sinking fund instalments and serial redemptions, we will have a surplus of $14.9 million. This amount plus the $15.2 million surplus now indicated for the current year serves to substantially augment our financial strength. We have accomplished this goal over the past two years in a way that has not hampered our ability to respond to the needs of New Brunswickers, nor have we been forced to saddle the economy with major tax increases. That is good fiscal management based on a clear set of objectives for our budget, objectives that extend beyond the confines of a single year.

We have approached the task of maintaining financial flexibility from both the revenue and expenditure side of the issue. On the revenue side we have instituted several minor tax increases which are estimated to yield $9.8 million in fiscal 1979-80. These tax increases do not put us out of line with other provinces. Effective immediately: 

(a) the tax on cigarettes will be increased to 20t per package of twenty, and the tax on cut tobacco will be raised to 10d per ounce.

(b) the tax on diesel fuel will be increased to 6t per litre (27.3d per gallon).

(c) the insurance premium tax will be increased from 2% to 3%. 

Mr. Speaker, we are also proposing a number of adjustments in our revenue structure aimed at simplifying administration and eliminating actual or potential loopholes, thereby cutting costs and increasing revenue by $8.3 million. These are as follows:

(a) ready-mix concrete and asphalt producers will be exempted from payment of tax on currently taxable materials, such as cement. However, the sales tax will be applied to the selling price of asphalt and ready-mix concrete.

(b) the commission paid to vendors under the Social Services and Education Tax Act will remain at 2% on the first $250 of tax collected, but will be changed to 1/2% on the remainder. The maximum amount to be received by a vendor during a given fiscal year, however, will not exceed $500.

(c) the Gasoline and Motive Fuel Tax Act will be amended to rationalize the current approach to exemptions.

(d) finally, the fee structure for motor vehicle registration will be reviewed to produce a 20% increase in revenue in fiscal year 1979-80.

In light of the many forces restricting our revenues and increasing our expenditures, our performance in increasing financial flexibility has been impressive. According to revised current year estimates, we achieved a good surplus in fiscal year 1978-79 and have provided for another substantial surplus for 1979-80. The result is the best financial performance since 1973-74.

Measures to restrain the growth of provincial expenditures

Mr. Speaker, I now come to the measures we have undertaken to restrain the growth of the provincial budget in the interest of improving our financial situation. The government has made wise use of the time elapsed since the last budget was presented. We have focussed a great deal on management matters, fully recognizing the importance of administrative efficiency. Among the results of this are a major overhaul of our accounts receivable systems, implementation of more efficient, standardized procedures for receipt and disbursement of public monies, streamlining policies and procedures concerning personnel and services common to government departments, and reallocation of the functions of the Provincial Secretary's Department into other departments.

I should also mention that a government-wide revamping of our accounting and financial reporting system is well under way. This new system, expected to be fully operational in 1980, will provide better financial information to both senior and operational managers. Mr. Speaker, it will result in improved administration efficiency of the government as a whole.

During the review of expenditures in the 1979-80 budget process, attention was focussed on high-growth expenditure programs. Particular attention was paid to major programs which are open-ended in nature and where failure to act now could make expenditure control more difficult in the future. These programs, Mr. Speaker, are in the social area.

Expenditures on social programs in New Brunswick have grown more rapidly than either the economy or the provincial budget, and now take a substantial and larger share of total spending than twenty years ago. Social programs in New Brunswick now account for more than 62% of total Ordinary Expenditures, and increases in total Ordinary Account Expenditures largely reflect increases in spending on social programs.

As a result of some rigorous policy decisions, the overall rate of growth in spending on social programs for 1979-80, budget-over-budget, will be limited to 7.8%. This compares to a rate of growth exceeding 20% in 1975-76, during a period of rapid economic expansion and inflation.

Achieving this result, Mr. Speaker, has involved particularly close scrutiny of escalating costs in the field of health care. The costs of labour, drugs, supplies and equipment, for instance, have increased dramatically in the past few years. Not on1y'is it becoming more and more costly to do the things we have done before, but the newer programs and technologies are expensive additions to the system.

Faced with this situation, the government has two options: reduce or curtail services, or implement some form of user charges to help mitigate demand and recover a fraction of the actual costs of health services. Mr. Speaker, the former option was unacceptable.

In developing the budget, hospitals of the province were asked what the effect of further budget cuts would be. From their responses, it was obvious that a major reduction in hospital budgets would lead to decreased availability and accessibility to certain services. Indeed the most common single recommendation of the hospitals in their response .to budget reduction was that user charges should be implemented. Further, the New Brunswick Hospital Association has for sometime supported such a concept.

On the basis of our own analysis and the judgment of the hospital boards and the Hospital Association, the government has decided to implement a program of participation fees or user charges in the coming year.

First of all, a charge of $8.55 per day will be instituted for medically discharged persons remaining in hospital. This charge will apply only to patients discharged by their physicians and no longer requiring hospital care.

Secondly, user charges for certain services provided by emergency and out-patient departments will be implemented. The basic charge will be $6 per visit; residents over age 65 will pay $2. The charge will be waived for social assistance recipients and their dependents. These charges will apply for emergency room services, day care surgery and diagnostic services. Residents will not be required to pay for more than one service on a given day.

For all other treatment services such as physiotherapy, speech therapy, occupational therapy or chemotherapy, patients will be charged only for the first visit in a given calendar year for treatments of a specified condition. A hospital admission charge will be brought into effect. The basic charge will be $10, and for residents over 65 years of age, $4. This charge will also be waived for social assistance recipients and their dependents.

Finally, to ensure that no individual or family is overly burdened by these charges, a partial refund scheme will be established. The Department of Health is developing a detailed set of guidelines to explain the application of all the above charges for communication to hospitals. It is envisaged that these fees will become effective May 1, 1979.

As far as social spending generally is concerned, I would emphasize that the government cannot effect restraint entirely on its own. As hon. members are aware, about 85% of social policy expenditure is made in the form of grants and contributions to other organizations such as school boards, hospital boards, universities and libraries as well as to students, physicians and other individuals.

We depend on these organizations to assist us in reducing the growth in expenditures. In past years when these boards and organizations have been faced, as has the government, with less money than they otherwise would wish, they have reacted responsibly. I would ask for their continued cooperation and understanding.

Mr. Speaker, we have allowed ourselves the flexibility to respond to changing social needs. Notwithstanding restraint measures, provision will be made for slow but deliberate growth in certain areas to protect the less fortunate in our society. Also, some programs have been allowed to expand because they are considered to be absolutely essential even during a period of significant restraint. Continued slow growth in the budgets of local school boards will occur, reflecting declining school enrolments, continued consolidation of the school system, and no new provincial programs. However, additional funds will be provided for expansion and development of the comprehensive plan for learning disabilities, together with additional services for the blind through the Atlantic Provinces Special Education Authority. There will be provision for modest growth in the student aid budget, reflecting a combination of declining enrolment in universities and continued increases in the cost of living. As well, additional assistance will be provided to promote sport for the disabled.

Increased emphasis will be given to treatment and rehabilitation in the field of alcoholism and drug abuse. Developments will proceed at Ridgewood and the Victoria Health Centre to ensure that modern treatment centres are available at the earliest possible date. As well, outpatient services will be expanded at existing treatment facilities throughout the province so that a larger number of patients can be served. Gradual implementation of education and prevention programs, employee assistance programs, programs for women, and justice intervention programs, including inmate group counselling and workshops, will take place.

Additional funds will be provided to finance new nursing home beds in 1979-80 funds will be available for financing the second phase of the program of rental assistance to the elderly.

The budget plan also calls for continued development and consolidation of the correctional system. In order to expedite the provision of judicial services in both official languages, funds will be provided for the translation of judicial regulations, as well as judgments of the Appeal Court.

Finally, Mr. Speaker, the loans and advances budget of the New Brunswick Housing Corporation has been increased by 34%. This is to compensate for a reduction in the role of Central Mortgage and Housing Corporation in the field of social housing.

Mr. Speaker, the 1979-80 budget provides for expenditures of $1583.8 million, inclusive of capital expenditures and gross loans and advances. Ordinary Account expenditures of $1330.8 million will exceed the 1978-79 budget by 9.4% and the revised estimate by 10.1%. With revenues forecast at $1392.5 million, the surplus on Ordinary Account will be $61.7 million. Financial requirements will be $173.7 million.

Budget making, by its nature, is a selective exercise which is never entirely satisfying. There are always programs which receive less money than some people would hope. This is particularly true in the economic situation confronting us, which I outlined earlier to this House. In these difficult circumstances, great care must be taken to ensure that the budget is fair and not arbitrary; that it builds on our strengths and does not diminish them, and that it provides a solid and stable base for future generations. Given the resources that we have and the complex economic world in which we find ourselves, I believe, Mr. Speaker, that I have met these criteria.

As you can imagine, Mr. Speaker, it was difficult for the government to decide to impose charges to help to mitigate the demand for health services. As you are aware, we are joining the ranks of a number of other provinces who have been forced to take similar action. We do not believe that the accessibility to or the quality of health care in the province will suffer as a result of this decision.

It is a budget which enhances our financial position by stressing effective management, and by increasing our flexibility to seize future opportunities and to deal with future problems. It is a budget which explains our situation as it is rather than as we might like it to be. It is a budget that allows us to live within our means without a significant addition to our tax burden.
