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Introduction

A NEW
APPROACH

In 2015, Canadians were presented with a
plan for real change.

David and Neera are two Canadians looking
for that change.

David grew up in Canada and has seen the
sense of optimism for his family’s future—one
enjoyed by his parents and grandparents—
steadily erode. Though he loved the
community he lived in as a child, when it
came time to buy his own family home, he
had to look elsewhere. His old
neighbourhood simply wasn't affordable.

Neera came to Canada as a student. But she
worries about whether they will be able to
afford to send their own children to
university. Paying for the basics is sometimes
tough, even though she and David both
work full-time.




Canadians like David and Neera are willing to work hard to build a better future
for themselves and their children, and they want a government that will work
with them to make that goal a reality.

Budget 2016 is a clear step toward that future. It offers immediate help to those
who need it most, and lays the groundwork for sustained, inclusive economic
growth that will benefit families like David and Neera’s in the years to come.

Most important, Budget 2016 focuses squarely on Canadians and the things that
matter most to them. Things like growing the economy, creating jobs,
strengthening the middle class and helping those working hard to join it.

Every Canadian deserves a real and fair chance at success. Budget 2016 delivers
the first steps in that promise—for David, Neera and all Canadians.

THE PROMISE OF PROGRESS

For generations, Canadians worked hard, secure in the belief that their hard
work would be rewarded. They trusted that in exchange for their honest efforts,
they would realize greater opportunities for themselves, and for their families.

Older Canadians, young Canadians, new Canadians—all believed that with hard
work, everyone could build a better life: find a job, get an education, build
a family.

It was an era of optimism, an era of new scientific discovery and economic
growth, and a time of nation-building. Projects that needed the vision and
leadership of government came to life. From the Canadian Pacific Railway
opening up the West, to the St. Lawrence Seaway serving as a foundation for
prosperity in Ontario and Quebec, to the Trans-Canada Highway, airports,
pipelines and canals—these projects enabled Canada to develop its natural
resources, power cities, and connect Canadians to each other and the world.

This sense of optimism, paired with government policies that strengthened the
middle class, helped to make Canada the country that it is today.

It helped build the many strong communities that Canadians like David and
Neera are justly proud to call home.




AN UNCERTAIN FUTURE

In the decades since, however, the benefits of economic growth have been
shared by fewer and fewer Canadians.

Chart 1
REAL MEDIAN \XYAGE INCOME OF CANADIANS, 1976-2015

$2015
$60,000

Median wage income of men

$50,000

$40,000

Median wage income of women
$30,000

$20,000
1976 1981 1986 1991 1996 2001 2006 2011

Note: Last data point is 2015. Figures are for full-year full-time workers (persons who usually worked 30 hours or more per week
at their main job).
Sources: Statistics Canada; Department of Finance calculations.

Over the past 30 years, the median wage income has barely risen.

For younger Canadians, this unacceptable trend has been a reality for their
entire working lives. David, who just turned 40, is finding it difficult to increase
his salary without changing jobs or relocating to a different city—something
that is less attractive now that his children are in school.

The cost of living for some Canadian families has continued to rise. This is true
for things needed today—like healthy food and child care—as well as for post-
secondary tuition, something that Canadians rely on for upward mobility.
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Chart 2

NOMINAL INCREASE IN HOUSEHOLD COSTS, SELECTED ITEMS, 2000-2015
per cent
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Shelter costs are a weighted average of rent, mortgage, insurance, property taxes, water, fuel and electricity costs.
Source: Statistics Canada.

Neera worked hard in school and earned scholarships to help with the cost of
her university tuition, but not every student can count on them. Her sister had
to take on nearly $30,000 in debt to finish her education, and is still making
payments 10 years after graduating from college.

Even though Canadian families have worked hard and are working longer, with
flat real wage income, families that face rapidly rising costs are seeing their
family budget strained.

Some Canadian families are also taking on more debt to make ends meet. For
David and Neera, this debt is a constant source of worry. They took out a line of
credit to repair their roof last year, but that necessary repair added to their
monthly bills, leaving little room in their budget to save for things like back-to-
school clothes and family vacations.




Chart 3
HOUSEHOLD DEBT-TO-DISPOSABLE INCOME RATIO, CANADA, 1990-2015
per cent
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The more that families owe, the harder it is for them to save and plan for their
future. As a result, more and more middle class Canadians like David and Neera
feel that they are working harder than ever, and not getting any further ahead.

Chart 4
PERCEPTIONS ON FUTURE STANDARD OF LIVING

per cent of survey respondents

Higher mSame mLower mUnsure

Source: Nanos Research, February 12, 2016.
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As the ability to pay for their kids’ education, for their aging parents’ care and
for their own retirement diminishes, Canadians are questioning whether the
promise of Canadian progress has passed.

THE RISE OF INEQUALITY

This isn’t true for all Canadians, however.

Among the wealthiest 0.01 per cent of Canadians, after-tax after-transfer
incomes have risen dramatically in the past 30 years. Individuals earning more
than $1.8 million per year have, on average, seen their incomes rise by nearly
156 per cent in that time (or 3.1 per cent per year on average) after taking
inflation into account.

Chart 5
AVERAGE ANNUAL GROWTH IN REAL FAMILY INCOME, 1982-2013

per cent
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Notes: Base year for growth rates is 1982. Growth for the top 1, 0.1 and 0.01 per cent is based on individual real after-tax after-
transfer income of Canadian tax filers from the Longitudinal Administrative Databank. Growth for the bottom 90 per cent is
based on real after-tax, after-transfer household income (adjusted for family size) from a combination of the Survey of Consumer
Finances, the Survey of Labour and Income Dynamics and the Canadian Income Survey data. After-tax, after-transfer income is
the sum of all income from market and government sources, minus income tax.

Source: Statistics Canada.

The net result is that even though there has been economic growth over the
past three decades, it hasn’t much benefitted the middle class. Too often, the
benefits have been felt only by already wealthy Canadians, while the middle
class and those working hard to join it have struggled to make ends meet.




David is grateful to have a full-time job with good benefits, but a lot of the time
he feels like he’s treading water. Friends who earn more are already talking
about when they will retire. David isn’t sure if he will be able to retire any

time soon.

It’s time to invest in growth that will benefit all.

REALIZING CHANGE

The need for more inclusive growth is not new. It has long been understood
that a strong economy starts with a strong middle class. When middle class
Canadians have more money to save, invest and grow the economy,
everyone benefits.

When middle class Canadians have confidence in their disposable income,
consumer demand is strong and businesses have the confidence to invest.

When middle class Canadians have the ability to save and invest, they have
greater confidence in their ability to adapt to unforeseen downturns.

‘When middle class families are secure in their jobs, they have the ability to
invest in the education of their children and save for their retirement.

For example, Neera loves taking her daughters to the Saturday morning market
in their neighbourhood. The new middle class tax cut means that she has a few
more dollars on her paycheque every two weeks that she and her girls can
spend together, supporting local businesses.

With Budget 2016, the Government seeks to restore the confidence that has
been missing for too many Canadians, for too long. By listening to Canadians,
by putting their interests at the heart of this and future budgets, a better future
for all Canadians is possible.
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RESTORING HOPE, REWARDING
HARD WORK

For decades, Canada succeeded in part because Canadians felt optimistic about
the country’s future.

That’s true for David and Neera’s parents. They believed that their hard work
would be rewarded with a good standard of living, a secure retirement and
better prospects for their children. It’s why David’s parents worked so hard, why
Neera’s parents immigrated to Canada and why both families made education
such a priority.

It is of vital national interest that this sense of hope and optimism be restored.

The new Government is taking a fundamentally different approach, guided by
the things that matter most to Canadians.

Budget 2016 focuses on growth, not austerity. It includes measures that will
grow the economy for the benefit of every Canadian.

In an environment of sustained economic weakness and low interest rates, fiscal
policy is the right policy lever to use to support long-term growth. Indeed,
international organizations, including the International Monetary Fund (IMF)
and the Organisation for Economic Co-operation and Development (OECD),
have called on countries to make use of available fiscal room.

Investment is needed and the time to invest is now. Smart investments can
strengthen and expand the middle class, reduce inequality among Canadians
and position Canada for sustained economic growth in the years to come.




POSITIONING CANADA IN A SHIFTING

\XORLD ECONOMY

In the Canadian economy—and indeed, in economies the world over—dramatic

shifts are taking place. Each one has the potential to disrupt economic growth;

taken together, they represent both challenges to, and opportunities for,

Canada’s economy.

One such challenge is a demographic shift. For the first time in Canada’s
history, there are more seniors over the age of 65 than there are children under
the age of 15. Over time, this means that there will be fewer Canadians working
to support the overall population. This fact, combined with disappointing
productivity gains, will make achieving strong, inclusive growth even

more difficult.

Chart 6
CANADIAN POPULATION
PROJECTIONS BY AGE
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Note: Broken lines indicate projections.
Source: Statistics Canada.

LABOUR PRODUCTIVITY GAP
BETWEEN U.S. AND OTHER G7
COUNTRIES, 2014
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Canadian productivity is about 25 per cent lower than the
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Managing this demographic shift requires that Canada do more to invest in its
next generation, in post-secondary education, and in training and innovation.
The standard of living of all Canadians—not just senior Canadians—relies on it.

Global shifts in trade and the uncertain prospects for emerging economies
present another challenge. For example, over the past 15 years, Asia’s share of
the global economy has risen dramatically, a trend that is expected to continue
in the short term.

Chart 7
SHIFTING SHARE OF GLOBAL GROSS DOMESTIC PRODUCT
per cent
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Sources: IMF, October 2015 World Economic Outlook (WEOJ; Department of Finance calculations.

For Canada, this shift underscores the importance of strengthening economic
ties with Asia—but also suggests that any economic shocks in the region will
have a bigger effect on the Canadian economy than in the past.

Shifts in technology—toward cleaner economies and more digitally connected
ones—also cannot be ignored. Canada can either take advantage of these
opportunities or be left behind. For example, over the past decade, global new
investment in clean energy has increased fivefold from about US$60 billion in
2004 to almost US$330 billion in 2015.

The Government has a responsibility to make investments that will position
Canada for future growth. That means greater investments in the infrastructure
that allows Canada to move people and goods, as well as in the skills and
technology that make Canada competitive.
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It also means that to keep building its workforce, Canada needs to be a
welcoming country. This year, Canada intends to welcome more than 300,000
new permanent residents.

And it means taking steps to ensure that Indigenous peoples, Canada’s fastest-
growing population, are able to prosper and succeed.

A LONG-TERM PLAN FOR GROWTH

Budget 2016 recognizes that there are no quick solutions to the challenges
facing Canada’s economy.

The good news is that Canada is starting from a relatively strong fiscal position
in 2016, with the lowest total government net debt-to-GDP (gross domestic
product) ratio of all G7 countries.

Chart 8
IMF FORECAST FOR TOTAL GOVERNMENT NET DEBT-TO-GDP RATIOS, 2015
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This low debt ratio gives the Government room to make strategic investments
now that will grow the economy well into the future. Investing in things like
better roads and public transit will help David and Neera to get home sooner at
the end of a long day—but it will also help to move the people and the products
that help grow our economy.
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And whether it’s expanded public transit or infrastructure that will help
mitigate the effects of climate change or build stronger communities that feel
like home, David and Neera’s daughters will also benefit from these
investments, especially if they are made now, when interest rates are at
historic lows.

Chart 9
EFFECTIVE INTEREST RATE ON GOVERNMENT OF CANADA DEBT

per cent
12

10

1983- 1988- 1993- 1998- 2003- 2008- 2013-
1984 1989 1994 1999 2004 2009 2014

Notes: Effective interest rate is defined as gross public debt charges as a percentage of interest-bearing debt. Last data point is
2014-15 fiscal year.

Source: Department of Finance, Fiscal Reference Tables, September 2015.
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When it comes to competing globally, Canada is also well positioned—
Canadian workers like David and Neera are highly educated, and Canada’s
corporate tax rate is one of the lowest among G7 countries.

Chart 10
STATUTORY AND EFFECTIVE CORPORATE TAX RATES, G7 COUNTRIES
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Source: Department of Finance.

Challenges like the ones Canada is facing cannot be solved with short-term
solutions, and opportunities can’t be realized without smart, sustained
investments. By investing in the things Canada’s economy needs to prosper over
the long term, Budget 2016 sets the stage for stronger economic growth that
will benefit more Canadians in the years to come.
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TOWARD MORE INCLUSIVE GROWTH

Whatever their own economic circumstances, Canadians overwhelmingly
believe in fairness, and in the idea that benefits that come from a strong and
growing economy should be accessible to all who work hard for them.

The Government agrees. It is committed to strengthening the middle class, by
giving more help to those who need it, and less to those who don’t.

Budget 2016 sets a course for fairer, more inclusive growth. It reflects the
priorities of Canadians like David and Neera, who expect the Government to be
on their side. The Government’s priorities are Canadians’ priorities.

These priorities include:

Help for the middle class—A strong economy starts with a strong middle class.
Budget 2016 introduces the new, fairer, tax-free Canada Child Benefit,
eliminates poorly targeted tax breaks and boosts investments in student
financial assistance. These measures, combined with the new tax cut for the
middle class and a new tax bracket for individuals with more than $200,000 in
taxable income per year, will give Canada’s middle class the help it needs to
grow and prosper.

Growth for the middle class—To strengthen the middle class and deliver more
inclusive growth for more Canadians, Budget 2016 makes historic investments
in infrastructure and innovation. These investments will both provide
immediate help to Canada’s middle class and help expand opportunities for
those working hard to join it.

A better future for Indigenous peoples—It is time for a renewed relationship
between Canada and Indigenous peoples, one based on trust, respect and a true
spirit of cooperation. The investments in education, infrastructure, training and
other programs contained in Budget 2016 will help to secure a better quality of
life for Indigenous peoples—and build a stronger, more unified and more
prosperous Canada.

A clean growth economy—A clean environment and a strong economy go hand
in hand. Budget 2016 recognizes this, making strategic investments in clean
technology and taking concrete steps to address the causes and effects of
climate change.
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An inclusive and fair Canada—Canada is at its best and most prosperous when
all Canadians have a real and fair chance at success. The investments in
Budget 2016 help to extend opportunities to more Canadians, and will help to
build a healthier, more creative, more generous and more just Canada.

CONCLUSION

Budget 2016 is about Canadians. About the willingness of people like David and
Neera to work hard, and about their hopes for a brighter, more prosperous
future for themselves, their children and their future grandchildren.

Canadians understand that a country can’t cut its way to prosperity. The
Government understands that hard work alone is not enough. A new
approach—one that includes smart investments and fair choices—is needed.

Budget 2016 reflects this new approach.
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Economic and Fiscal Overview

THE PATH
FORWARD

INTRODUCTION

There is a growing consensus, in Canada and
around the world, that fiscal policy has an
important role to play in delivering stronger
economic growth today, and in expanding
the economy’s growth potential over the
long term. The Government will deliver on its
promise to help strengthen and grow
Canada’s middle class to recognize

this potential.

In December 2015, the Government began
the important work of strengthening

the middle class, by introducing significant
tax cuts. Budget 2016 makes further targeted
investments to grow the economy and
create opportunities for the middie class.

..A comprehensive approach is
needed to reduce over-reliance on
monetary policy. In particular, near-
term fiscal policy should be more
supportive where appropriate and
provided there is fiscal space,
especially through investment that
boosts both the demand and the
supply potential of the economy.

—INTERNATIONAL MONETARY FUND,
G20 FINANCE MINISTERS AND CENTRAL
BANK GOVERNORS" MEETINGS,
FEBRUARY 26-27, 2016




In challenging economic times, Canadians and the Canadian economy need
help. The Government is committed to providing that help in a fiscally
responsible way. In particular, the Government is committed to reducing the
federal debt-to-GDP (gross domestic product) ratio to a lower level over a five-
year period, ending in 2020-21. Where new spending is introduced, it will be
focused on boosting Canada’s long-term growth potential while preserving our
low-debt advantage.

This section outlines the major global and economic developments over the
past year and lays out the Government’s fiscal plan, including measures in
this budget.

Notes: This section incorporates data available up to and including March 17, 2016, unless otherwise indicated. All
rates are reported at annual rates unless otherwise noted.
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GLOBAL ECONOMIC DEVELOPMENTS
AND OUTLOOK

The global economic situation remains challenging. Global growth continues to
slow, financial market volatility has risen, equity values have declined and
commodity prices have fallen significantly.

GLOBAL GROWTH HAS SLOWED

Global economic growth slowed in 2015 to its weakest pace since the 2008-2009
recession, led by slower growth in emerging economies.

In China, real GDP growth in 2015 eased to 6.9 per cent, its slowest rate of
growth in 25 years, reflecting weaker growth in the country’s industrial sector
(manufacturing and construction). This slowdown reflects the transition of the
Chinese economy toward slower but more sustainable growth based on
household consumption and the service sector, rather than on investment

and manufacturing.

The International Monetary Fund (IMF) expects that growth in China will
continue to decelerate modestly over the near term, but there are risks that
growth could slow more sharply than expected (Chart 11). Years of strong
investment and a large increase in corporate sector debt pose the largest risks.

Growth in other emerging economies also slowed in 2015, particularly
commodity-producing countries. However, growth in these other emerging
economies is expected to pick up modestly over the near term as the outlook for
commodity-producing countries stabilizes.
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Growth in China is expected to continue slowing, while the outlook
is for firmer growth in other emerging economies

Chart 11
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Growth in most advanced economies remains modest. In the euro area, real
GDP growth improved to 1.5 per cent in 2015 from 0.9 per cent in 2014, as lower
crude oil prices helped to boost consumer spending growth to its fastest pace
since 2007. Progress towards a more robust recovery remains tentative, however,
as high levels of non-performing loans have restricted lending to businesses,
hampering the investment needed to sustain stronger growth.

The IMF expects euro area growth to remain slow over 2016 and 2017.
Significant risks to growth persist, including high levels of sovereign debt, still-
weak bank balance sheets, geopolitical uncertainty with regard to Russia, and
the ongoing refugee and migrant crisis.
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In contrast, the United States has been a relatively bright spot in the global
economy (Chart 12). Real GDP growth in the U.S. held steady at 2.4 per cent in
2015—above its recovery average of 2.1 per cent—thanks to strong consumer
spending. The U.S. labour market also continues to show strength—net new job
growth has averaged 235,000 per month over the past six months and the
unemployment rate has fallen to 4.9 per cent. The improvement in the U.S.
economic situation has been accompanied by moves from the Federal Reserve
to normalize monetary policy, first by ending asset purchases and, more
recently, by raising its policy interest rate for the first time since the 2008-2009
recession. Fiscal policy was broadly neutral in 2014 and 2015 following
significant tightening earlier in the recovery, but is now expected to be
modestly supportive of growth in 2016, primarily reflecting increased spending,
including a new five-year program on transportation infrastructure.

The United States has been a relatively bright spot
in the global economy

Chart 12
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That said, the U.S. is not immune to the effects of a challenging global
economic environment. The roughly 20 per cent appreciation of the U.S. dollar
since mid-2014, combined with restrained global demand, has hurt U.S. net
exports. The manufacturing sector has been particularly hard hit (Chart 13).
During 2015, the decline in net exports subtracted 0.6 percentage points from
U.S. real GDP growth.
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In addition, amid the decline in global oil prices, oil and gas investment is down
by half, weighing on broader economic activity and employment in the energy-
producing regions of Texas, North Dakota and Alaska.

A weak global environment and strong dollar are weighing
on U.S. manufacturing and exports

Chart 13
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At the same time, lower gasoline prices appear to have boosted household
saving and balance sheets rather than spending. As a result, the overall impact
of lower oil prices on U.S. growth has so far been broadly neutral.

According to the survey of private sector economists conducted by the
Department of Finance in February 2016, real GDP growth in the U.S. is
projected to remain steady over the next few years. Growth is expected to be in
the range of 2-2.5 per cent through 2020, due to a solid labour market, sound
corporate and household balance sheets, and a continued gradual recovery in
the housing market.

That said, the average private sector forecast has been marked down from
previous surveys. This primarily reflects the negative impact of the stronger
U.S. dollar on exports and the related external forces of weaker-than-expected
global economic activity.
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In this context, owing to a fragile global environment, the risks to the American
economy are tilted to the downside. In particular, the U.S. could be negatively
affected by further financial turbulence emanating from China and other
emerging economies. While the effects of global headwinds have so far been
confined to manufacturing and resource industries, this weakness could spread
to the broader economy. Indeed, survey data on non-manufacturing activity has
shown a softening in recent months, indicating that momentum may have
already slowed.

Overall, the IMF has revised down its outlook for the global economy and
expects growth will continue to be modest in 2016 and 2017, well below the
pace at the beginning of the decade. Important risks remain to global growth,
including the possibility of a hard landing in China and continued weaker-than-
expected growth in the U.S. and other advanced economies.

FINANCIAL MARKET VOLATILITY HAS RISEN

As global growth has continued to slow, financial market volatility has risen.
Concerns over China’s slowing growth, and uncertainty about how Chinese
authorities will respond, have led to turbulence in Chinese equity markets,
which has spilled over to equity markets in advanced economies (Chart 14).

Financial market volatility also seems to reflect concerns about how rapidly the
Federal Reserve will raise its policy interest rate, and worries about the negative
impacts lower commodity prices may have on emerging economies. These
factors have led to a tightening of external financing conditions for many
emerging economies—capital inflows have declined, sovereign spreads have
widened and currencies have depreciated further.

This has increased the risks to growth in emerging economies, particularly
those with high levels of corporate debt (often denominated in U.S. dollars) or
large current account deficits. Financial conditions have also tightened in some
advanced economies, notably the United States.
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There has been a re-pricing of riskier assets, reflected in declines in
global equity prices and many emerging economy currencies

Chart 14
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COMMODITY PRICES HAVE FALLEN SHARPLY

Persistent oversupply and rising inventories, along with generalized financial
market turmoil and weak demand, have continued to weigh on commodity
prices. This is particularly true for crude oil prices. West Texas Intermediate
(WTT) oil prices declined to close to their lowest level in over a decade in early
2016 before firming somewhat in March.

Most analysts expect oil prices to remain low and volatile, but given rising
global demand and easing supply, expect market conditions to balance and
prices to begin to recover later this year or in early 2017. Current futures prices
suggest that oil prices could remain low for an extended period (Chart 15).

Given weak global growth and resilient supply,
oil prices will likely stay low through the medium term

Chart 15
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CANADA’'S ECONOMIC SITUATION

The fragile and uncertain global economic environment has weighed on
Canada’s own economy. Over the last four years, growth in Canada has slowed
to below 2 per cent on average and the sharp decline in global crude oil prices
since the end of 2014 has placed more significant downward pressure on the
economy. However, the conditions are in place for the economy to begin to
regain momentum, and post more solid GDP growth and job creation

going forward.

THE EFFECT OF LOW OIL PRICES ON
NATIONAL INCOME, INVESTMENT AND
EMPLOYMENT

These challenging external economic conditions—in particular the large and
rapid decline in global crude oil prices—had a significant impact on the
Canadian economy in 2015, and will continue to cast a shadow over the
country’s prospects in 2016.

The magnitude of the shock facing the Canadian economy is substantial.
Commaodity prices began to decline in mid-2014. Oil prices have now
dropped by about 65 per cent and are expected to recover only slowly in
the coming years.

Compared to what was expected at the time of the Department of Finance June
2014 survey of private sector economists, conducted before the collapse in
commodity prices, the level of nominal GDP for planning purposes is more
than $150 billion lower, equivalent to about 7 per cent of GDP, by the end of
2017 (Chart 16).
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Canada has suffered a substantial income shock relative to what was
expected in mid-2014, and compared to the U.S.

Chart 16
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Because low crude oil prices led to significant declines in investments in the oil
and gas sector, real GDP growth was negative or weak over much of 2015
(Chart 17). Estimates from Statistics Canada and the Canadian Association of
Petroleum Producers suggest that oil and gas investment dropped by between
30 and 40 per cent in 2015—a negative shock to the economy of $30 billion or
more, equivalent to 1%% per cent of nominal GDP.
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Canadian real GDP growth was weak in 2015 as business investment
in the oil and gas sector dragged on growth

Chart 17
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The declines in business investment in the oil and gas sector have been felt
most dramatically in related sectors and in the major oil-producing provinces of
Alberta, Saskatchewan, and Newfoundland and Labrador, where the impacts of
the sharp decline in oil prices continue to unfold.

In Alberta, paid employment1 has fallen by about 65,000 since October 2014
(when oil prices began to fall notably), with over 95 per cent of these positions
lost in industries directly related to the oil sector. Many indicators of broader
economic activity, such as retail trade and housing sales, have also weakened,
and there is a risk that both will fall further in the coming quarters as
employment in the province continues to decline. The spillover effects of
weakness in Alberta’s economy—traditionally a strong contributor to Canada’s
economic growth—are already having direct negative impacts on the broader
Canadian economy.

Paid employment as measured in Statistics Canada’s Survey of Employment, Payroll and Hours (SEPH).

36



Lower investment in the oil and gas sector is reducing demand for goods and
services across Canada. Simulations conducted using Statistics Canada’s Input-
Output model suggest that a 50 per cent decline in oil and gas sector
investment (in line with current industry expectations for the cumulative
decline over 2015 and 2016) could reduce output outside of major oil-producing
provinces by almost % of a per cent (Chart 18).

This finding is supported by the Bank of Canada’s Winter 2015-16 Business
Outlook Survey, released in mid-January. The Survey noted that over the course
of 2015, an increasing number of firms located outside energy-producing
regions and active in non-energy sectors have begun to report negative impacts

from the oil price shock.

Lower oil sector investment is having negative impacts
outside the oil sector and major oil-producing provinces

Chart 18
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POSITIVE DEVELOPMENTS OUTSIDE
THE ENERGY SECTOR

Though current circumstances are challenging, the Canadian economy shows
signs of resilience. Energy-related output contracted sharply over the first half
of 2015, but output outside the energy sector remained largely stable. Moreover,
over the second half of the year, despite significant ongoing weakness in the
energy sector, non-energy sector output regained momentum, rising at an
annual average rate of 2.2 per cent. This spurred average growth in total
industry GDP of 2.0 per cent over the second half of the year (Chart 19).

Output growth outside the energy sector has showed resilience in spite

of ongoing weakness in the energy sector

Chart 19
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In addition, despite job losses in oil-producing regions, total employment in
Canada has risen by almost 125,000 since October 2014, reflecting gains outside
the resource sector (Chart 20). This growth was not strong enough to offset
labour force population growth, however. As a result, the national
unemployment rate increased to 7.3 per cent in February 2016, up

0.7 percentage points from its level in October 2014.

Non-oil-producing regions have posted job gains and more stable

unemployment rates

Chart 20
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THE CONDITIONS FOR MORE ROBUST
GROWTH GOING FORWARD

Looking ahead, the Canadian economy is well-positioned to begin recovering
from the global oil price shock, gain traction, and post more solid GDP growth
and job creation.

As the economy gradually adjusts to weaker commodity prices, a lower
Canadian dollar and ongoing growth in the U.S. economy are offering some
support. Canadian exports have shown signs of improvement, particularly
forestry products, motor vehicles and consumer goods, in line with increased
demand for vehicles and strengthening housing market activity in the U.S.
(Chart 21). Stronger exports at the end of 2015 and in early 2016 are also
translating into solid gains in real manufacturing sales.

Canadian exports have shown signs of improvement, supported by a
lower dollar and ongoing growth in U.S. domestic demand

Chart 21
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The potential for stronger exports, along with the expectation of steady U.S.
growth, will also boost incentives for Canadian firms to invest in additional
productive capacity. Over the last six years, manufacturers have operated near
capacity, but investment has performed quite poorly. As of 2014, manufacturing
sector investment had fallen by 16 per cent from its pre-recession level. To meet
increased demand, Canadian producers will have to increase investment,
boosting near-term economic growth and longer-term productive

capacity (Chart 22).

Boosting investment will be somewhat more challenging due to the lower
Canadian dollar, given that imports account for a significant portion of
machinery and equipment purchases. However, this is likely to be outweighed
by the positive impacts of stronger external demand on profits and therefore
incentives to invest.

Stronger external demand will boost incentives for Canadian
manufacturers to increase investment going forward

Chart 22

MANUFACTURING SECTOR CAPACITY UTILIZATION AND INVESTMENT
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Source: Statistics Canada.
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Beyond restoring Canada’s exports of existing goods to our traditional markets,
if Canadian exporters are to succeed over the long term it will be essential that
they exploit rapidly growing emerging markets and shifts in technology toward
cleaner and more connected economies. In particular, by the end of this decade
Asia is expected to represent almost half of the world’s economy. While
Canadian exporters have made some inroads into these markets, there is
potential for a stronger contribution to growth from exports to these markets
going forward (Chart 23).

The Government is acting to support Canada’s exporters
in a shifting global economy

Chart 23
SHARE OF CANADIAN GOODS EXPORT BY REGION OF DESTINATION
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OUTSTANDING RISKS TO
THE ECONOMIC OUTLOOK

In light of recent developments in the global and Canadian economies, private
sector economists have revised down their near-term outlook for real GDP
growth and GDP inflation (Chart 24). Private sector economists now expect real
GDP growth of 1.4 per cent in 2016 and 2.2 per cent in 2017.

These economists are also forecasting an average price of US$40 per barrel for
WTI crude oil in 2016. These lower expected crude oil prices have led to revised
expectations for GDP inflation (the broadest measure of economy-wide price
inflation). Economists expect GDP inflation of 1.0 per cent in 2016.

Nominal GDP growth in the February survey is expected to be 2.4 per cent in
2016. Further details on the average private sector forecast can be found in
Annex 1, Table Al1.1.

Private sector economists have revised down their near-term outlook
significantly for real GDP growth and oil prices compared to the 2015
Update of Economic and Fiscal Projections

Chart 24
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Sources: Statistics Canada; for the November 2015 Update of 2016 survey of private sector economists.

Economic and Fiscal Projections (2015 Fall Update),
Department of Finance October 2015 survey of private
sector economists; Department of Finance February 2016
survey of private sector economists.
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The Canadian economy continues to face the risks outlined in the Department
of Finance’s February 22 outlook.

In particular:

e Growth in the U.S. economy could fail to meet expectations. This could
have negative implications for Canada’s exports and could also limit the
incentives for increased investment in non-energy sectors of
Canada’s economy.

e Crude oil prices could fail to rebound as quickly as expected. Indeed,
futures markets suggest crude oil prices in 2020 could remain about
US$14 per barrel below expectations in the February private sector survey.

e Further sharp exchange rate movements and large capital outflows could
lead to financial strains in vulnerable emerging economies. This could spill
over to global financial markets, with impacts on Canada.

e Rebalancing in China could result in a sharper-than-expected slowdown in
growth, prompting further volatility in financial markets and greater
declines in global commodity prices.

Beyond these risks to the global economy, there are also downside risks specific
to Canada.

e There is a risk that the positive effects of a lower dollar on Canada’s
manufacturers and exporters could take longer than expected to materialize
and be less beneficial than anticipated—and that the adjustment process
may prove costlier and more challenging than expected.

Canada’s manufacturing industry underwent significant structural changes
over the last decade, as a result of a much stronger dollar. In order to take
advantage of the new lower exchange rate environment, manufacturers will
once again need to undergo a period of adjustment.

Further, many of our competitor countries in the U.S. market (such as
Mexico) have also seen declines in the value of their currencies relative to
the U.S. dollar, which could reduce the boost to Canada’s international
competitiveness resulting from the lower dollar.

e Canada’s household debt-to-disposable income ratio remains high, which
could limit the contribution to growth of both housing and consumer
spending to a greater extent than is anticipated in coming years.

Given these risks, for fiscal planning purposes, the Government has judged it
appropriate to adjust downwards the private sector forecast for nominal GDP by
$40 billion per year for 2016 through 2020.
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The size of the $40 billion forecast adjustment takes into account the
following factors:

o  Firstly, this adjustment is consistent with oil prices averaging about $25 per
barrel in 2016, rather than the $40 assumed in the February survey, and real
GDP growth of 1.0 per cent in 2016, rather than the 1.4 per cent in the
February survey. Real GDP growth of 1 per cent is within the range of
private sector outlooks in the February survey, while oil prices declined to
close to $25 per barrel in both January and February.

e Secondly, this downward adjustment is broadly equivalent to the average
downward revisions to the private sector forecast for nominal GDP in
Budget 2015, the November 2015 Fall Update and the February 2016
survey (Chart 25).

The downward adjustment to the private sector forecast for
nominal GDP is consistent with prior forecast revisions

Chart 25
2-YEAR AHEAD FORECAST REVISIONS TO NOMINAL GDP LEVEL IN
PREVIOUS SURVEYS
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Note: Figures have been restated due to historical revisions to the Canadian System of National Accounts up to the third
quarter of 2015, released on December 1, 2015.

Sources: Department of Finance September 2014, March 2015, October 2015 and February 2016 surveys of private
sector economists.

This forecast adjustment translates into a fiscal impact of approximately
$6 billion per year in 2016-17 and over each of the next four years. The
Government will continue to evaluate economic developments and risks to
determine the appropriateness of this forecast adjustment in the future.
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CANADA'S FISCAL STRENGTH
TAKING ACTION TO GROW THE ECONOMY

The G20 must plan now for coordinated demand
support using available fiscal space to boost public
investment.

—IMF, G20 FINANCE MINISTERS AND
CENTRAL BANK GOVERNORS" MEETINGS,

FEBRUARY 26-27, 2016

Governments in many countries are currently able to
borrow for long periods at very low interest rates, which
in effect increases fiscal space. Many countries have
room for fiscal expansion to strengthen demand. This
should focus on policies with strong short-run benefits
and that also contribute to long-term growth.

—OECD, INTERIM ECONOMIC OUTLOOK,

FEBRUARY 18, 2016

In an environment of sustained economic weakness and historically low interest
rates, fiscal policy is the right policy lever to use to support long-term growth.
Indeed, international organizations, including the IMF and the OECD, have
called on countries to make use of available fiscal room.

The Government believes strongly that the best way to deliver more prosperity
to more Canadians is by investing in the economy today. From Canada’s
position of fiscal strength, with a low debt burden (Chart 26), with public debt
charges as a percentage of budgetary revenues at near-historic lows (Chart 27),
and with interest rates at historic lows, now is the time to make

those investments.
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Canada’s net debt-to-GDP ratio is the lowest in the G7

Chart 26
IMF FORECAST FOR TOTAL GOVERNMENT NET DEBT-TO-GDP RATIOS, 2015
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Notes: The total government net debt-to-GDP ratio is the ratio of total liabilities, net of financial assets of the central, state and local

levels of government, as well as those in social security funds, to GDP.

For Canada, total government includes the federal, provincial/territorial and local government sectors, as well as the Canada
Pension Plan and the Quebec Pension Plan.

Source: IMF, October 2015 Fiscal Monitor.

Public debt charges are at their lowest level in decades

Chart 27
PUBLIC DEBT CHARGES AS A PERCENTAGE OF REVENUES
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With this budget, the Government is seizing the opportunity to make targeted
investments totaling $50.2 billion over six years (Table 1, “Budget 2016
measures”). Using the February outlook! for planning purposes, and accounting

for budget measures, the budgetary balance is expected to show a deficit of

$29.4 billion in 2016-17, gradually declining to a deficit of $14.3 billion in 2020-

21. Further details are provided in Annex 1.

Table 1

SUMMARY OF FISCAL DEVELOPMENTS SINCE THE FEBRUARY OUTLOOK

billions of dollars

Projection

2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

February outlook' -23 -18.4 -155 -13.9 -11.0 -1.2

Budget 2016 measures® 3.1  -110  -135 -8.9 6.7 7.0
Budget 2016 budgetary balance 54 294 290 228 -17.7  -143
Budget 2016 financial highlights:

Budgetary revenues 2912 2877 3020 3153 3293 3444
Program expenses 2709 2914 3046 3087 3142 3232
Public debt charges 25.7 25.7 264 29.4 328 355

Total expenses 2966 317.1 331.0 3380 3470 3586

Federal debt 6193 6487 6777 7005 7182 7325
Per cent of GDP 312 325 324 3217 316 209

Note: Totals may not add due to rounding.
1

The fiscal outlook released on February 22, 2016 is based on the average private sector economic forecasts in the February 2016 survey, the

adjustment of $40 billion per year to the private sector projection for nominal GDP, and fiscal developments since the Fall Update.

? Includes the impact of budget measures on public debt charges.
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ECONOMIC IMPACTS OF MEASURES

The Department of Finance estimates that the measures contained in

Budget 2016, along with the middle class tax cut announced in December 2015,
will raise the level of real GDP by 0.5 per cent in the first year and by

1.0 per cent by the second year, compared to what would have been the case
without these measures. This is expected to translate into 100,000 jobs created
or maintained by 2017-18 (Table 2).

Table 2
IMPACTS ON REAL GDP AND EMPLOYMENT

per cent, unless otherwise indicated

2016-17 2017-18
Housing investment measures 0.1 0.1
Infrastructure investment 0.2 0.4
Personal income tax measures 0.0 0.0
Measures for modest- and low-income households 0.2 0.4
Other spending measures 0.1 0.2
Corporate income tax measures 0.0 0.0
Total GDP impact 0.5 1.0
Employment impact (jobs created or maintained) 43,000 100,000

Note: Totals may not add due to rounding.

The planning assumptions for nominal GDP and the fiscal balance presented in
this budget do not explicitly account for this positive impact. However, most
private sector forecasters anticipated that additional government measures to
promote growth would be announced in this budget, and thus included the
economic impact of assumed measures in their individual forecasts. As a result,
the February private sector survey to some extent incorporates the economic
impacts of the measures announced in this budget.

This analysis was performed using the Department’s detailed macroeconomic
model that estimates the contributions of government spending or tax policy to
economic activity. Further details on this analysis, and the associated
multipliers, can be found in Annex 2.
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A RESPONSIBLE APPROACH
TO FISCAL MANAGEMENT

Canada’s fiscal strength rests largely in its low debt burden, and protecting this
source of strength is of paramount importance. Low debt ensures that future
generations are not hampered by excessive interest payments. It also maintains
market confidence in the soundness of Canada’s public finances and preserves
Canada’s capacity to respond decisively to potential future economic crises.

To maintain Canada’s low debt burden and its fiscal advantage compared to its
G7 peers, the Government is committed to reducing the federal debt-to-GDP
ratio to a lower level over a five-year period, ending in 2020-21.

In doing so, the Government is ensuring that the hard-fought gains attained in
the 1990s and 2000s—which saw the federal debt-to-GDP ratio fall by more than
half from its peak of 66.8 per cent in 1995-96—are preserved (Chart 28).

Federal debt-to-GDP ratio to remain low throughout
the forecast horizon

Chart 28
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A RESPONSIBLE RETURN TO
BALANCED BUDGETS

The Government remains committed to returning to balanced budgets, and will
do so in a responsible, realistic and transparent way.

While this budget presents a baseline fiscal forecast for planning purposes,
transparent fiscal planning also means recognizing that a variety of economic
scenarios will have different fiscal outcomes. It is the responsibility of the
Government to clearly communicate to Canadians these forecasts and

future intentions.

It is important, for example, to consider the impact that alternative economic
growth scenarios can have on fiscal projections, and to recognize that the
accuracy of economic and fiscal projections is prone to more error when those
projections extend further into the future. Economic forecast errors on the
level of nominal GDP can have sizeable impacts on the budgetary

balance (Chart 29).

Economic forecast errors can have sizeable impacts on the budgetary
balance

Chart 29
PAST ECONOMIC FORECAST ERROR AND IMPACT ON BUDGETARY BALANCE
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nominal GDP) at each forecast horizon (one- to five-years ahead) in private sector surveys underlying each Budget and Update
since Budget 1994. It is then applied to the projected level of nominal GDP in the February 2016 survey to get comparable

$ billion figures.

Sources: Department of Finance surveys of private sector economists; Department of Finance calculations.
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Further, small changes in economic growth assumptions can also have large
impacts on the level of nominal GDP and thus on the budgetary balance over
an extended projection horizon. For example, if the Government based current
fiscal projections on the average of the upper four individual forecasts (or top
four) for nominal GDP growth—which is equivalent to nominal GDP growth
being 0.4 percentage points per year higher, on average, than in the full
February survey—the budget would effectively be balanced by 2020-21, and the
federal debt-to-GDP ratio would be well below its 2015-16 level (Charts 30

and 31).

For comparison, the Budget 2016 fiscal track is based on the private sector
forecast for nominal GDP adjusted downward by $40 billion per year for 2016
through 2020, which is equivalent to nominal GDP growth being 0.3 percentage
points per year lower, on average, than in the February 2016 survey.

Alternative growth scenarios have a significant impact on timelines
for a return to balanced budgets...

Chart 30
PROJECTED BUDGETARY BALANCE
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Note: The February 2016 survey scenario is based on the average private sector economists’ projection for nominal GDP,
without any forecast adjustment. The top four scenario is based on the average of the four most optimistic projections for
nominal GDP growth among the economists surveyed.

Sources: Department of Finance survey of private sector economists; Department of Finance calculations.
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...and on Canada’s financial position

Chart 31

PROJECTED FEDERAL DEBT-TO-GDP RATIO
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nominal GDP growth among the economists surveyed.

Sources: Department of Finance survey of private sector economists; Department of Finance calculations.

Going forward, the Government will continue to work with private sector
economists to develop a baseline economic outlook for fiscal planning purposes.
The Government will also develop alternative growth scenarios around the
average private sector outlook, and these alternative economic scenarios—
including their fiscal implications—will be communicated to Canadians as
projections are updated. The Government will set a timeline for balancing the
budget when growth is forecast to remain on a sustainably higher track.

REPEALING THE FEDERAL BALANCED BUDGET ACT

The balanced budget legislation enacted under the previous Government is
inconsistent with the Government’s plan to return to balanced budgets
responsibly, and in a manner that supports economic growth. An immediate
return to balance in 2016-17 would require fiscal consolidation in the order of
1 per cent of nominal GDP. As a result, the Government will propose legislative
repeal of the Federal Balanced Budget Act.

The Path Forward 53






A |

sl |

Chapter 1

HELP FOR THE
MIDDLE CLASS

INTRODUCTION

A strong economy starts with a strong
middle class.

Canadians understand this, and the
Government does, too. That's why building
an economy that works for middle class
Canadians and their families is this
Government'’s top priority.

Today, too many middle class families
struggle with the costs of raising their
children, and too many children continue to
live in poverty.

To build the brighter future that all
Canadians deserve, investments are needed:
investments that will strengthen and grow
the middle class, that will help young
Canadians to succeed, and that will support
those who need help entering or re-entering
the workforce.

Budget 2016 invests in Canadians, sets the
stage for greater economic equality, and
positions Canada for sustained economic
growth in the years to come.

This chapter outlines the Government'’s plan
to help Canada’s middle class and those
working hard to join it.



STRENGTHENING THE MIDDLE CLASS

On December 7, 2015, as one of its first actions, the Government delivered on
its commitment to strengthen the middle class.

It did so by introducing a tax cut for Canada’s middle class, reducing the second
personal income tax rate to 20.5 per cent from 22 per cent—a 7 per cent
reduction. Beginning January 1, 2016, Canadians with taxable income between
$45,282 and $90,563 saw their income tax rate fall, leaving more money on their
paycheques to save, invest and grow the economy.

In total, nearly 9 million Canadians are now benefitting from this tax cut.
Single Canadians who benefit from this measure will see an average tax
reduction of $330 every year, and couples who benefit will see an average tax
reduction of $540 every year.

To help pay for this middle class tax cut, the Government raised taxes on the
wealthiest Canadians by introducing a new top income tax rate of 33 per cent
for individuals with more than $200,000 in taxable income each year.

Taken together, these changes give middle class Canadians a tax break by
making taxes fairer, as shown in Chart 1.1.

Chart 1.1
PERSONAL INCOME TAX RATE CHANGES, 2016

Tax rate (%)

35
33%
30 T
29%
25
22%
20 v
20.5%
15
0 45,000 90,000 140,000 200,000

Taxable income ($)

56  Chapter 1



With more money in their pockets, middle class families will be able to save
more, enhancing their own financial security. They will also have a greater
opportunity to invest—in their own future and that of their children. Finally,
they will have more money to spend, which will boost economic activity in the
short term, and also put Canada on a firmer growth path over the long term.

It is widely recognized that increasing support for low-income families also has
a positive and long-term effect. Poverty is not just a problem for individual
Canadians—all of Canada is affected. It makes it more difficult to get and stay
healthy, and more difficult to find and keep good work.

Poverty is particularly challenging in the case of children, and its effect can be
long term. When children are lifted out of poverty, they are better able to
develop to their fullest potential, an opportunity that every Canadian deserves.

Canada’s existing child benefit system is complicated, consisting of a tax-free,
income-tested Canada Child Tax Benefit with two components (the base benefit
and the National Child Benefit supplement) and a taxable Universal Child Care
Benefit received by all families, regardless of income.

It is a system that is both inadequate (it does not provide families with the
support they need) and not sufficiently targeted to those who need it most
(families with very high incomes receive benefits). Canadian families deserve
better, and with this budget, will get the help they need to succeed.

INTRODUCING THE CANADA CHILD BENEFIT

Budget 2016 gives Canadian families more money to help with the high cost of
raising their children, by replacing the current complicated child benefit system
with the new Canada Child Benefit. The introduction of the Canada Child
Benefit represents the most significant social policy innovation in a generation.

The Canada Child Benefit will be:
e simpler—families will receive a single payment every month;

e tax-free—families will not have to pay back part of the amount received
when they file their tax returns;

e better-targeted to those who need it most—low- and middle-income families
will receive more benefits, and those with the highest incomes (generally
over $150,000) will receive lower benefits than under the current system;
and

* much more generous—families benefitting will see an average increase in
child benefits of almost $2,300 in the 2016-17 benefit year.
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The Canada Child Benefit will provide a maximum annual benefit of up to
$6,400 per child under the age of 6 and up to $5,400 per child for those aged 6
through 17. Families with less than $30,000 in net income will receive the
maximum benefit.

Under the current system, families with $30,000 in net income and one child
would have received $4,852 in child benefits, after tax, if their child is under the
age of 6 and $3,916 if their child is aged 6 through 17.

To recognize the additional costs of caring for a child with a severe disability,
Budget 2016 proposes to continue to provide the Child Disability Benefit, an
additional amount of up to $2,730 per child eligible for the Disability

Tax Credit.

More details on phase-out thresholds and rates for the Canada Child Benefit and
the Child Disability Benefit can be found in the accompanying document 7ax
Measures: Supplementary Information.

The Canada Child Benefit will be paid monthly to eligible families, beginning
in July 2016, replacing the Canada Child Tax Benefit and the Universal Child
Care Benefit.
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It is estimated that families will receive approximately $23 billion in Canada
Child Benefit payments during the 2016-17 benefit year. Nine out of ten
families will receive more in child benefits than under the current system
(see Charts 1.2 and 1.3 for illustrations).

Chart 1.2A
CHILD BENEFITS FOR ONE CHILD UNDER 6, 2016-17 BENEFIT YEAR

Annual benefit amount ($)
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Notes: Benefits received under the current system are illustrative and reflect federal and provincial/territorial taxes paid on the
Universal Child Care Benefit. The actual after-tax amounts would depend on the family's province or territory of residence. It is
assumed that the single parent includes the Universal Child Care Benefit in the child’s income. The family income referred to in
this chart is known as “adjusted family net income.” This income is a family’s net income (the net income of the individual and the
individual's spouse or common-law partner reported on line 236 of the income tax return) minus any Universal Child Care Benefit
and Registered Disability Savings Plan income received plus any Universal Child Care Benefit and Registered Disability Savings
Plan amounts repaid. Adjusted family net income will be used to determine entitlement to the Canada Child Benefit.

Source: Department of Finance.
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Chart 1.2B

CHILD BENEFITS FOR ONE CHILD UNDER 6, 2016-17 BENEFIT YEAR
(DETAILS ON CURRENT SYSTEM)
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Notes: Benefits received under the current system are illustrative and reflect federal and provincial/territorial taxes paid on the
Universal Child Care Benefit. The actual after-tax amounts would depend on the family's province or territory of residence. It is
assumed that the single parent includes the Universal Child Care Benefit in the child's income. The family income referred to in
this chart is known as “adjusted family net income.” This income is a family’s net income (the net income of the individual and
the individual’s spouse or common-law partner reported on line 236 of the income tax return) minus any Universal Child Care
Benefit and Registered Disability Savings Plan income received plus any Universal Child Care Benefit and Registered Disability
Savings Plan amounts repaid. Adjusted family net income will be used to determine entitlement to the Canada Child Benefit.
NCBs = National Child Benefit supplement; CCTB = Canada Child Tax Benefit; and UCCB = Universal Child Care Benefit.

Source: Department of Finance.
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Chart 1.3A

CHILD BENEFITS FOR TWO CHILDREN (ONE CHILD UNDER 6 AND ONE CHILD
OVER 6), 2016-17 BENEFIT YEAR
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Notes: Benefits received under the current system are illustrative and reflect federal and provincial/territorial taxes paid on the
Universal Child Care Benefit. The actual after-tax amounts would depend on the family's province or territory of residence and
the amount of income earned by each spouse. The family income referred to in this chart is known as “adjusted family net
income.” This income is a family’s net income (the net income of the individual and the individual’s spouse or common-law
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partner reported on line 236 of the income tax return) minus any Universal Child Care Benefit and Registered Disability Savings

Plan income received plus any Universal Child Care Benefit and Registered Disability Savings Plan amounts repaid. Adjusted
family net income will be used to determine entitlement to the Canada Child Benefit.

Source: Department of Finance.
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Chart 1.3B
CHILD BENEFITS FOR TWO CHILDREN (ONE CHILD UNDER 6 AND ONE CHILD
OVER 6), 2016-17 BENEFIT YEAR (DETAILS ON CURRENT SYSTEM)
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Notes: Benefits received under the current system are illustrative and reflect federal and provincial/territorial taxes paid on the
Universal Child Care Benefit. The actual after-tax amounts would depend on the family's province of residence and the amount
of income earned by each spouse. The family income referred to in this chart is known as “adjusted family net income.” This
income is a family’s net income (the net income of the individual and the individual's spouse or common-law partner reported
on line 236 of the income tax return) minus any Universal Child Care Benefit and Registered Disability Savings Plan income
received plus any Universal Child Care Benefit and Registered Disability Savings Plan amounts repaid. Adjusted family net
income will be used to determine entitlement to the Canada Child Benefit. NCBs = National Child Benefit supplement;

CCTB = Canada Child Tax Benefit; and UCCB = Universal Child Care Benefit.

Source: Department of Finance.

Another key feature of the Canada Child Benefit is that it will deliver enhanced
support to low-income families, including many single parents. As Charts 1.2
and 1.3 illustrate, the maximum benefit will be much more generous than that
provided by the current system. Moreover, the benefit will start to be reduced at
a higher income level, and will be reduced more gradually as income rises.

With the introduction of a much better-targeted Canada Child Benefit, about
300,000 fewer children will be living in poverty in 2016-17 compared with
2014-15. This represents a major step forward towards the goal of ensuring that
all children have a fair shot at succeeding. The Canada Child Benefit will
continue to play a leading role in supporting poverty reduction in future years.
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Increased
Benefits for a
Family of Four
\With $90,000—
Example

Increased
Benefits for a
Single Parent
\With One Child
and $30,000—
Example

Increased
Benefits for a
Family of Four
\With $120,000—
Example

Increased
Benefits for a
Family With One
Child Eligible for
the Child
Disability
Benefit—
Example

HOWX CANADIAN FAMILIES WILL BENEFIT
FROM THE NEWW CANADA CHILD BENEFIT

Aveen and Sarita have two children aged 8 and 5.
Aveen earned $30,000 and Sarita earned $60,000 in
2015. Together, they would have received $3,145
under the current system (for the July 2016 to June
2017 benefit year). In comparison, the Canada Child
Benefit program will deliver $5,650 in tax-free
payments—a net after-tax increase of $2,505.

Samantha is a single parent with one child aged 3.
She earned $30,000 in 2015. Samantha would have
received $4,852 under the current system (for the
July 2016 to June 2017 benefit year). Instead, she will
receive $6,400 in tax-free Canada Child Benefit
payments—a net after-tax increase of $1,548.

Ann and Derek have two children aged 7 and 4. Derek
earned $84,000 and Ann earned $36,000 in 2015.
Together, they would have received $1,901 under the
current system (for the July 2016 to June 2017 benefit
year). They will receive $3,940 in tax-free Canada Child
Benefit payments—a net after-tax increase of $2,039.

Marion and Jacques have one child aged 4 who is
eligible for the Child Disability Benefit. Marion earned
$40,000 and Jacques earned $20,000 in 2015. Marion
and Jacques would have received $5,129 under the
current system (for the July 2016 to June 2017 benefit
year). Instead, they will receive $7,030 in tax-free
Canada Child Benefit payments—a net after-tax increase
of $1,901.

These additional child benefits include:

e Anincrease of $1,607 from the introduction of the
Canada Child Benefit; and

e Anincrease of $294 from the change to the Child
Disability Benefit.

Note: The benefits received by families in these examples are illustrative. The amount
that a family would receive under the current system takes account of federal and
provincial/territorial taxes on the Universal Child Care Benefit, and thus would
depend on the family's province or territory of residence. It is assumed that these
parents do not report any other types of income (other than the Universal Child
Care Benefitin 2015, which is not taken into account in adjusted family net income),
and that they do not claim any deductions.
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The Canada Child Benefit will be complemented by other investments for
families with children proposed in Budget 2016, such as funding towards
establishing a National Framework on Early Learning and Child Care
(see Chapter 2—Growth for the Middle Class).

ELIMINATING INCOME SPLITTING FOR
COUPLES WITH CHILDREN

To better deliver help to those families who need it most, Budget 2016 proposes
to eliminate income splitting for couples with children under the age of 18 for
the 2016 and subsequent taxation years. Pension income splitting will not be
affected by this change.

ELIMINATING THE CHILDREN'S FITNESS
TAX CREDIT AND THE CHILDREN'S ARTS
TAX CREDIT

The Children’s Fitness and Arts Tax Credits are currently worth up to $150 and
$75 per child on up to $1,000 and $500 in eligible expenses, respectively. As part
of the Government’s efforts to simplify the tax code and better target support
for families with children, Budget 2016 proposes to reduce the maximum
eligible expenses for the Children’s Fitness and Arts Tax Credits by half for
2016, and to eliminate both credits as of 2017.

The Government’s measures for families with children, combined with the
middle class tax cut, will provide these families with additional net after-tax
benefits of approximately $14 billion during the 2015-16 to 2020-21 period.
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HELPING YOUNG CANADIANS SUCCEED

For generations, Canadian parents have told their children a similar story: if
you want a good job, stay in school. At the same time, employers are constantly
seeking highly skilled workers. It’s what our economy needs to grow and
remain competitive.

Young Canadians took this message to heart. They knew that studying hard in
school would guarantee entry into an affordable college, university or
apprenticeship program, which would in turn lead to a steady and secure job
that made it possible to pay down what little debt they had accumulated.

Unfortunately, for too many Canadians, rising costs have made post-secondary
education less affordable. Fewer are able to save for their education, and those
who receive financial assistance often find it difficult to repay their loans.

As Canada’s population ages, its prosperity will increasingly depend on young
Canadians getting the education and training they need to prepare for the jobs
of today and tomorrow. Now more than ever, it is important that post-secondary
education remains affordable and accessible, and that young Canadians have
access to meaningful work at the beginning of their careers.

The future of young Canadians—and indeed, the future of all Canadians—
depends on it.

MAKING POST-SECONDARY EDUCATION
MORE AFFORDABLE

Budget 2016 proposes a package of reforms to the Canada Student Loans
Program that will make post-secondary education more affordable for students
from low- and middle-income families and ensure that student debt loads are
manageable. These measures will also simplify the application process for
student financial assistance, making the Canada Student Loans Program more
transparent and predictable.

ENHANCING CANADA STUDENT GRANTS

Budget 2016 proposes to increase Canada Student Grant amounts by
50 per cent:

e from $2,000 to $3,000 per year for students from low-income families;
e from $800 to $1,200 per year for students from middle-income families; and

e from $1,200 to $1,800 per year for part-time students.
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Increased grant amounts will be available for the 2016-17 academic year.

Enhancing the Canada Student Grant amounts, which have not been updated
since 2009, will ensure that students receive help that reflects the rising costs of
post-secondary education, and that keeps debt loads manageable.

Middle-income families that struggle to save for their kids’ education will
benefit from these increased amounts. Nearly 100,000 students from middle-
income families will receive increased assistance each year as a result of

this measure.

The results are even greater for low-income families, many of whom find it
impossible to save for post-secondary education. Approximately 247,000
students from low-income families will benefit from these changes.

Part-time students, who often attend school while working or caring for families
of their own, will benefit as well. Approximately 16,000 part-time students will
receive more financial assistance.

In total, these measures will provide assistance of $1.53 billion over five years,
starting in 2016-17, and $329 million per year thereafter.

Going forward, the Government will work with the provinces and territories to
expand eligibility for Canada Student Grants so that even more students can
receive non-repayable assistance. Under the new model, the existing low- and
middle-income thresholds will be replaced with a single progressive threshold
under which grant amounts will gradually decline based on income and
family size.

The new eligibility thresholds are expected to be in place for the 2017-18
academic year, following consultations with provinces and territories. Budget
2016 proposes to provide $790 million over four years, starting in 2017-18, and
$216 million per year thereafter to expand eligibility thresholds.

The Canada Student Grants Program has been a
great success and has had a tremendous impact on
students in this country. To remain relevant it must
be increased to keep up with the rising costs
associated with attaining an education...Targeted
grants are the best mechanism to reduce student
debt loads, and are associated with higher rates of
successful debt repayment over time

—CANADIAN ALLIANCE OF STUDENT ASSOCIATIONS
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MAKING STUDENT DEBT MORE MANAGEABLE

Too often, former students are confronted with sizeable outstanding loans that
they are unable to repay.

Budget 2016 proposes to increase the loan repayment threshold under the
Canada Student Loans Program’s Repayment Assistance Plan to ensure that no
student will have to repay their Canada Student Loan until they are earning at
least $25,000 per year.

This new threshold will provide increased flexibility in repayment and better
reflects minimum wages, helping to ease students’ transition into the workforce.

This measure will provide assistance of $131.4 million over five years,
beginning in 2016-17, and $31 million per year thereafter. The Government
will also increase efforts to make sure that students eligible for assistance under
the Repayment Assistance Plan are making full use of the program.

Making Student o\ cny 5 recent post-secondary graduate, earns

Debt More $23,000 per year at his current job. He is finding it

Manageable difficult to repay his outstanding Canada Student Loans
debt of $12,000. Under the proposed changes to the
Repayment Assistance Plan, Steven will not be required
to make any immediate payments on his Canada
Student Loan since his annual income is below the
new $25,000 income threshold for repayment. The
Government will cover the interest owing on Steven’s
Canada Student Loan until he has the financial flexibility
to repay his loan.
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INTRODUCING A FLAT-RATE STUDENT CONTRIBUTION

Budget 2016 proposes to introduce a flat-rate student contribution to determine
eligibility for Canada Student Loans and Grants to replace the current system of
assessing student income and financial assets.

This change would allow students to work and gain valuable labour market
experience without having to worry about a reduction in their level of financial
assistance. It would also benefit adult learners, many of whom may work while
studying or have significant financial assets. This measure will provide
assistance of $267.7 million over four years, starting in 2017-18, and $73 million
per year thereafter.

The Government will work collaboratively with provinces and territories to
finalize the flat-rate contribution model in time for implementation in the
2017-18 academic year.

ELIMINATING THE EDUCATION TAX CREDIT AND
THE TEXTBOOK TAX CREDIT

In support of the Government’s commitment to improve the affordability of
post-secondary education for low- and middle-income families, Budget 2016
proposes to eliminate the Education and Textbook Tax Credits, effective
January 1, 2017. These credits are not targeted based on income and often
provide little direct support to students at the time they need it most.

Savings realized from eliminating these credits will be used to enhance student
financial assistance, to help provide timely assistance to students from low- and
middle-income families. Tax credit amounts carried forward from years prior to
2017 will still be claimable in 2017 and subsequent years.

Measures proposed in Budget 2015 related to the Canada Student Loans
Program and Canada Student Grants will not be pursued in order to better
target support to students from low- and middle-income families.

68  Chapter 1



Summary of Proposed Measures to Make Post-Secondary
Education More Affordable

Current Program

Proposed Changesl

Impact

Enhancing Canada
Student Grants

e 52000 per year
for students
from low-
income families

e $800 per year
for students
from middle-
income families

e $1,200 per year
for part-time
students

e 53,000 per year
for students from
low-income
families

e $1,200 per year
for students from
middle-income
families

e $1,800 per year
for part-time
students

These changes will
help students cover
the costs of their
education without
increasing student
debt loads.

Further
enhancements to
expand eligibility for
Canada Student
Grants will be in place
forthe 2017-18
academic year.

Introducing a Flat-
Rate Student
Contribution

Students must
estimate their
financial assets and
income earned
while studying to
determine eligibility
for Canada Student
Loans and Grants.

Students will be
required to contribute
a flat amount each
year towards the costs
of their education, and
financial assets and
student income will
no longer be
considered.

This change will allow
students to work and
gain valuable labour
market experience
without having to
worry about a
reduction in their level
of financial assistance.
It will also benefit adult
learners, many of
whom may work
while studying or
have significant
financial assets.

Making Student Debt
More Manageable

Loan repayment
threshold under the
Repayment
Assistance Plan is
$20,210

Loan repayment
threshold under the
Repayment Assistance
Plan will be $25,000

This change will
ensure that no
student will have to
repay their Canada
Student Loan until
they are earning at
least $25,000 per year.

Proposed changes to be implemented for the 2016-17 academic year, with the exception of the flatrate contribution, which will be
implemented for the 2017-18 academic year.
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HELPING YOUTH OBTAIN VALUABLE
\XORK EXPERIENCE

A RENEWED YOUTH EMPLOYMENT STRATEGY

Each year the Government invests more than $330 million in the Youth
Employment Strategy to help young people gain the skills, abilities and work
experience they need to find and maintain good employment.

To expand employment opportunities for young Canadians, Budget 2016
proposes to invest an additional $165.4 million in the Youth Employment
Strategy in 2016-17.

Funding will be used to:

e create new green jobs for youth, to help young Canadians gain valuable work
experience, learn about our natural environment and contribute to economic
growth in environmental sectors;

e increase the number of youth who access the Skills Link program, which
helps young Canadians—including Indigenous and disabled youth—make
a more successful transition to the workforce; and

e increase job opportunities for young Canadians in the heritage sector, under
the Young Canada Works program.

This funding would be in addition to the $339 million already announced for
the Canada Summer Jobs program, to be delivered over three years, starting
in 2016-17.

Going forward, the Government will make additional investments in the Youth
Employment Strategy in 2017-18 and 2018-19. These investments will be
targeted toward supporting employment opportunities for vulnerable youth.
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Investing in Summer Jobs for Youth

The Government of Canada understands that to successfully transition into the labour market,
young Canadians need meaningful work at the beginning of their careers. A summer job is an
important way for youth to gain work experience.

To that end, on February 12, 2016, the Government announced that it will invest $339 million
over three years, starting in 2016-17, to create up to 35,000 additional jobs in each of the next
three years under the Canada Summer Jobs program. This investment will more than double
the number of job opportunities supported by the program.

The Canada Summer Jobs program helps employers create summer job opportunities for
students. The program provides funding to not-for-profit organizations, public-sector employers
and small businesses with 50 or fewer employees to create summer job opportunities for young
people aged 15 to 30 years who are full-time students intending to return to their studies in the
next school year. The program is part of the Government's Youth Employment Strategy.

PRIME MINISTER’S YOUTH COUNCIL

To ensure the Government does a better job of understanding and addressing
the needs of Canada’s youth, over the course of the next year, the Government
will develop and establish a Prime Minister’s Youth Advisory Council,
consisting of young Canadians aged 16-24 from diverse communities and from
all regions of Canada. The Council will provide non-partisan advice to the
Prime Minister on key issues such as employment and education, building
stronger communities as well as climate change and clean growth.

YOUTH SERVICE

The Government is committed to helping young Canadians gain valuable work
and life experience while providing support for communities across Canada.
Budget 2016 proposes to provide $105 million over five years, starting in
2016-17, and $25 million per year thereafter in support of youth service.
Further details will be announced in the coming months.

EXPERT PANEL ON YOUTH EMPLOYMENT

More can—and should—be done to improve job outcomes for vulnerable youth.
To that end, Budget 2016 proposes to establish an Expert Panel on Youth
Employment to assess the barriers faced by vulnerable youth in finding and
keeping jobs, and to examine innovative practices used by governments, non-
governmental organizations and employers both at home and abroad to
improve job opportunities for vulnerable youth.

The Panel will report back to the Minister of Youth and the Minister of
Employment, Workforce Development and Labour by December 2016. The
Panel’s findings will help inform future investments in this area, including
enhancements to the Youth Employment Strategy.
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INCREASING CO-OP PLACEMENTS AND
STRENGTHENING WORK INTEGRATED LEARNING

Recognizing the importance of demand-driven education and training, the
Government will launch the Post-Secondary Industry Partnership and Co-
operative Placement Initiative in 2016. The Initiative will support partnerships
between employers and willing post-secondary educational institutions to better
align what is taught with the needs of employers. The Initiative will also
support new co-op placements and work-integrated learning opportunities for
young Canadians, with a focus on high-demand fields, such as science,
technology, engineering, mathematics and business. Total costs of this measure
would be $73 million over four years, starting in 2016-17. Further development
of support for co-op placements will be integrated in the Government’s
commitment to advance an Innovation Agenda to spur economic growth

(see Chapter 2—Growth for the Middle Class).

IMPROVING EMPLOYMENT INSURANCE

Canada’s Employment Insurance (EI) program provides economic security to
Canadians when they need it most. For some, help is needed because they have
lost their job through no fault of their own. For others, extra support is required
because they are out of the workforce to raise children or provide care for a
loved one. Whatever the circumstance, no Canadian should struggle to get the
assistance they need.

To better make sure that Canadians get the help they need, when they need it,
the Government is taking immediate action to improve Employment Insurance.
This includes making changes to the eligibility rules for new entrants and re-
entrants, temporarily enhancing benefits in certain regions, and investing in
improved service delivery. In addition, starting in 2017, the waiting period for
benefits will be reduced. This means that when a worker loses their job and
applies for Employment Insurance, they will be without income for a shorter
period of time.
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EXPANDING ACCESS TO EMPLOYMENT
INSURANCE FOR NEW ENTRANTS AND
RE-ENTRANTS

Many new workers—such as young Canadians and recent immigrants—find it
difficult to access EI support. At present, new entrants and re-entrants to the
labour market must accumulate at least 910 hours of insurable employment
before being eligible for EI regular benefits. Budget 2016 proposes to amend
the rules to eliminate the higher EI eligibility requirements that restrict access

for new entrants and re-entrants to the labour market. With these changes, new

entrants and re-entrants will face the same eligibility requirements as other
claimants in the region where they live. An estimated 50,000 additional

claimants will become eligible for EI benefits as a result of this measure, which

will take effect in July 2016.

Eliminating the Donald lives in Winnipeg, Manitoba, where he has
New Entrant worked part-time over the past six months since
and Re-entrant graduating from college. He was recently laid off.
Employment Under current El eligibility rules, Donald would be
Insurance considered a new entrant to the labour force. As a
Requirements result, he would need to have worked at least 910

hours over the past 52 weeks to qualify for El benefits.
Since Donald only worked 780 hours over this period,
he does not qualify for benefits.

Under the proposed changes, Donald would face the
same El eligibility requirements as other claimants in his
region. As of March 13, 2016, the threshold for
applicants living in Winnipeq is set at 665 hours.
Donald would meet this requirement, and could
receive up to 17 weeks of El benefits while he looks for
new work to start his career.

This measure is proposed to take effect in July 2016.
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REDUCING THE EMPLOYMENT INSURANCE
\WAITING PERIOD FROM TWO \WEEKS TO ONE

Under the EI program, claimants must wait two weeks before they can start
receiving benefits. This waiting period acts like the deductible that must be paid
for other types of insurance. Unfortunately, this delay can make it difficult for
some to make ends meet while they wait for their first EI payment. To help
reduce the period of time during which a claimant is without income, Budget
2016 proposes to make legislative changes to reduce the EI waiting period from
two weeks to one week effective January 1, 2017.

EXTENDING THE WORKING WHILE ON CLAIM
PILOT PROJECT

The Working While on Claim pilot project helps individuals stay connected to
the labour market by ensuring that claimants always benefit from accepting
work. Under the current pilot, claimants can keep 50 cents of their EI benefits
for every dollar they earn, up to a maximum of 90 per cent of the weekly
insurable earnings used to calculate their EI benefit amount. Budget 2016
proposes to extend the current EI Working While on Claim pilot project until
August 2018. Extending the pilot will allow time for further assessment to
ensure the program works for Canadians. Under the extended pilot, claimants
will be able to have the rules of an earlier pilot, introduced in 2005, applied to
their claims.

SIMPLIFYING JOB SEARCH RESPONSIBILITIES
FOR EMPLOYMENT INSURANCE CLAIMANTS

In 2012, changes were made to the EI program to specify the type of jobs that
unemployed workers are expected to search for and accept. For some claimants,
this has meant having to accept work at lower rates of pay and with longer
commuting times. Budget 2016 proposes to reverse those changes that strictly
define the job search responsibilities of unemployed workers. The Government
will also ensure that there are fair and flexible supports to assist EI claimants
train for and find new employment.
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EXTENDING EMPLOYMENT INSURANCE
REGULAR BENEFITS IN AFFECTED REGIONS

Canadians help each other in hard times and deserve an EI program that
reflects that reality.

The EI program automatically adjusts to economic conditions by gradually
increasing accessibility and benefits as regional unemployment rates rise.
However, dramatic declines in global oil prices since late 2014 have produced
sharp and sustained unemployment shocks in commodity-based regions.

In response to these unemployment shocks, Budget 2016 proposes to make
legislative changes to extend the duration of EI regular benefits by 5 weeks,

up to a maximum of 50 weeks of benefits, for all eligible claimants in the 12 EI
economic regions that have experienced the sharpest and most severe increases
in unemployment.

Extended benefits will be available for one year starting in July 2016, with the
measure being applied retroactively to all eligible claims as of January 4, 2015.
This measure will ensure that EI claimants in these 12 regions have the
financial support they need while they search for work.

Budget 2016 also proposes to make legislative changes to offer up to an
additional 20 weeks of EI regular benefits to long-tenured workers in the same
12 EI economic regions, up to a maximum of 70 weeks of benefits.

Extended benefits for long-tenured workers will be available for one year
starting in July 2016, with the measure being applied retroactively to all eligible
claims as of January 4, 2015. This measure will ensure that long-tenured
workers, who may have spent years working in one industry or for one
employer, have the financial support they need while they search for work,
possibly in an entirely different industry.
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Extending
Employment
Insurance
Benefits

Extending
Employment
Insurance
Benefits

Gary lives in Red Deer, Alberta, where he has worked
as a pipefitter in the oil and gas sector earning $60,000
per year for the past 12 years. He was recently laid off,
and he is worried about making ends meet for his
family. The unemployment rate in his region has
increased from 5.4 per cent in February 2015 to 8.3 per
cent as of March 13, 2016.

Gary worked 1,750 hours in the 52 weeks prior to
losing his job. In his economic region, this means that
he qualifies for up to 40 weeks of El benefits at a weekly
benefit rate of $537. In total, under the program's
current parameters, Gary will receive $21,480 in
income support while he looks for work.

However, under the temporary measures proposed in
Budget 2016, Gary would be entitled to receive an
extra 5 weeks of benefits. In addition, Gary has been
paying maximum El premiums and has never had a
prior claim for benefits. As a result, he would also qualify
to receive up to an additional 20 weeks of benefits for
long-tenured workers. These additional weeks of
benefits bring Gary's total support under the El
program to 65 weeks of benefits. At his weekly benefit
rate, this equals up to $34,905 in income support.

The extended weeks of benefits will provide Gary with
the peace of mind that he can provide for his family
while he transitions to new employment.

These measures are proposed to take effect in
July 2016.

Budget 2016 proposes to extend El regular benefits by
5 weeks to all eligible claimants, and to provide up to
an additional 20 weeks of El reqular benefits to long-
tenured workers, in the following El economic regions:

e Newfoundland/Labrador e Northern Alberta
e Sudbury e Southern Alberta
e Northern Ontario e Northern British
e Northern Manitoba Columbia

e Saskatoon o \X/hitehorse

e Northern Saskatchewan e Nunavut

e Calgary

In these regions, the unemployment rate increased by
two percentage points or more for a sustained period
between March 2015 and February 2016, compared to
its lowest point between December 2014 and February
2015, without showing significant signs of recovery.
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EXTENDING THE MAXIMUM DURATION OF
\XWORK-SHARING AGREEMENTS

Work-Sharing helps employers and employees avoid layoffs when there is a
temporary reduction in the normal level of business activity that is beyond the
control of the employer. Work-Sharing provides income support to employees
eligible for EI benefits who work a temporarily reduced work schedule while
their employer recovers.

Budget 2016 proposes to extend the maximum duration of Work-Sharing
agreements from 38 weeks to 76 weeks across Canada. Extended Work-Sharing
agreements will help employers retain skilled employees and avoid the costs of
recruiting and training new employees when business returns to normal levels.
They also enable employees to continue working and maintain their skills while
supplementing their wages with EI benefits for the days they are not working.

MAKING EMPLOYMENT INSURANCE SERVICE
DELIVERY MORE RESPONSIVE

Between December 2014 and December 2015, EI claims increased 7.8 per cent
and the number of EI beneficiaries increased 7.3 per cent nationally. To ensure
that Canadians get timely access to the benefits to which they are entitled,
Budget 2016 proposes to provide $19 million in 2016-17 to enable Service
Canada to meet the increased demand for EI claims processing, and offer better
support to Canadians as they search for new employment.

ENHANCING ACCESS TO EMPLOYMENT
INSURANCE CALL CENTRES

EI Call Centre agents provide support to Canadians who require assistance to
submit EI claim information or need to check the status of their EI claims.
Budget 2016 proposes to invest $73 million over two years, starting in

2016-17, to improve access to EI Call Centres. This investment will increase the
number of call centre agents, which will reduce waiting times and ensure that
Canadians can access the information and support they need to receive their EI
benefits as quickly as possible.
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STRENGTHENING THE INTEGRITY OF THE
EMPLOYMENT INSURANCE PROGRAM

Canadians expect sound stewardship and accountability of the EI program,
which is funded through premiums paid by employers and workers. To ensure
that benefits help those in need, Budget 2016 proposes to