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government moved in many directions
to assist economic growth and improve
living standards. New housing, new so-
cial developments in the field of pen-
sions, medical and hospital care.

But as Canada moved into the 1970’s
the government faced new challenges.
New social issues. Challenges of the
environment. More complex economic
questions.

In these discussions Ministers consi-
dered certain basic facts. One of the
more basic was that while Canada as
a whole enjoys one of the world’s
highest standards of living, many Ca-
nadians were finding it difficult to get
by. Poverty, unemployment, inade-
quate skills and lack of opportunity
were still major problems. Inflation
had also become a problem at the
close of the 1960’s, particularly for
people on fixed incomes.

Regional disparity is another basic fact
in Canadian life. Canada is a country
of regions and some regions are better
off than others. Some provinces, such
as Ontario, Alberta and British Colum-
bia, are particularly well endowed with
natural resources and industry and are
well located to serve markets in Can-
ada and abroad. Consequently, people
generally have better job opportunities
in these regions, and they enjoy a
better standard of living,

The Federal government has for some
years been attempting to narrow this
gap between rich and poor provinces
and since 1968 has intensified these
efforts.

A significant shift in population in
recent years is yet another basic fact
that has a bearing on the government’s
thinking. The movement of people
from farms and small towns to cities
and large towns has introduced a whole
new set of spending priorities more
oriented to urban life.

The role of the younger generation in
Canadian society today is another im-
portant fact considered by the policy
makers. In 1972 there will be 300,000
more Canadians in their 20’s than
there were in 1970. This younger
generation, as it prepares to accept
responsibility and leadership, has its
own priorities. New employment
opportunities, more emphasis on the
environment, new cultural and recrea-
tional programs.

As Canadians generally become more
conscious of their environment they
want cleaner water, cleaner air and
more pleasant and efficient cities in
which to live.

The complex questions of national
unity and national identity, embracing
bilingualism, the review of the con-
stitution and economic and political
sovereignty are also among the major
concerns of the 1970’s.

Then there is the continuing need for
policies and programs to assist the
growth of the Canadian economy as a
whole.

A re-evaluation of Canada’s foreign
policies and defence interests, in the
light of changing international rela-
tionships, resulted in new programs of
foreign aid and a new pattérn of mili-
tary spending, and these are reflected
in the decisions that helped shape
the government’s expenditure program
for 1971-72.

Once it had taken a reading of Can-
ada, and its relationships with the rest
of the world, the Cabinet was ready
to consider what areas should receive
particular attention in the government’s
future spending program.

The intricate process of deciding where
your tax dollar should go had begun.















Implementing  government  policy
through departmental programs is a
complicated matter today. The system
was fairly simple when government
was smaller and its responsibilities
were fewer. But today the lines of re-
sponsibility are not so easy to distin-
guish. One department’s program may
directly affect another’s, or several de-
partments may have programs serving
the same group of Canadians. Their
plans must be harmonized to avoid
wasted effort and wasted spending.

This resulted in a government decision
to examine in a broader way just how
it should develop its programs, and led
to the adoption in 1968 of a technique
known as Planning Programming and
Budgeting.

Under the PPB system, rather than
looking at the proposals of a particular
department the government looks to
its objectives first and then to all of
the proposals to meet these objectives,
no matter which department they come
from. Then it selects those proposals
that will best achieve its objectives.

It was within this framework that the
Treasury Board assembled the Main
Estimates for presentation to the Cabi-
net in the summer of 1970.

In the months that followed various
programs were reviewed in the light of
changing circumstances. Early in 1970
the government was dealing with infla-
tion and kept a firm ceiling on 1971-
72 spending plans. By Fall, as the
pressures of inflation were being re-
duced, the government was able to
shift its concern to unemployment,
New economic programs were intro-
duced in October and December to
help relieve unemployment and to re-
stimulate the economy. Necessarily,
these moves called for an increase in
government spending.

The government decided that some of
this spending that flowed from these
policy changes should be added to pro-

grams tor the current fiscal year, that
is, 1970-71.

Such expenditures—even a 1% change
from the Estimates equals $140 mil-
lion—and spending that results from
changes in policy must be presented to
Parliament for approval in the form of
Supplementary Estimates. This proce-
dure is implemented two or three times
a year.

As noted earlier, the Main Estimates
do not represent the whole of the
spending program. The complete
spending plan also includes such finan-
cial operations as the Canada Pension
Plan, the Unemployment Insurance
Fund and government loans and in-
vestments. Workers and employers in
all provinces, except in Quebec which
has a comparable plan of its own, con-
tribute to the Federally-administered
Canada Pension Plan which provides a
measure of financial security when they
are old or become disabled. This pen-
sion plan complements the Old Age
Security program, under which all
Canadians over 65 receive an $80 a
month pension and can also qualify
for a pension supplement, Old Age Se-
curity will cost an estimated $2.2 bil-
lion in 1971-72. A major new thrust
in the program in 1971 is a $190 mil-
lion increase in funds for the Guaran-
teed Income Supplement for pensioners
with little or no outside income. The
basic level of pension plus the Guaran-
teed Income Supplement for persons
over 65 will increase from a maximum
of $111 to $135 a month for indivi-
duals and from $222 to $255 a month
for couples, starting April 1.

Unemployment insurance benefits, also
financed largely by contributions from
employers and employees, will amount
to an estimated $750 million. Benefits
were increased by 10 per cent in Janu-
ary, and a government White Paper
has proposed that the maximum bene-
fit be raised from $53 to $100 a week,
starting in July.
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In the field of government investment,
a loan in excess of $760 million is
proposed for Central Mortgage and
Housing Corporation, the government’s
agent in the housing field. Along with
the resources it earns from mortgage
re-payments, C.M.H.C. will be enabled
to lend close to $1 billion for housing.

These monies will be used to carry out
CM.H.C’s various activities such as
public housing, mortgages for new
homeowners and the financing of sew-
age treatment plants,

Atomic Energy of Canada Limited,
the governmeat’s agent in the field of
nuclear power production, will receive
loans of about $125 million for nuclear
power projects and for other power
schemes such as the Nelson River
high-voltage transmission line in Mani-
toba. A further $172 million is desig-
nated for loans to developing countries
through the Canadian International
Development Agency. Canadian Na-
tional Railways and Air Canada will
also receive large loans, as they have
in the past.

As the winter of 1970 approached, the
processing of the Main Estimates
reached its climax. Ministers of the

Treasury Board weighed departmental
programs against government priori-
ties. They reviewed the effectiveness of
certain programs and determined the
amount of money available for new
and improved ones.

Finally, Cabinet gave its approval to
the proposed spending program. The
printing of the Blue Book was ordered,
and the government prepared to pre-
sent its program to Parliament for ap-
proval,

This is when your Member of Parlia-
ment takes over in the House of Com-
mons. M.P.s review the proposed
spending program, both in the House
and in committee. Ministers are called
upon to explain the various programs
within their departments, and to justify
the proposed expenditures. Once this
examination has been completed the
government asks M.P.s to approve the
1971-72 expenditure plan by way of
an Appropriation Act. An Appropria-
tion Act, when approved by the House
of Commons and the Senate, is given
Royal Assent and becomes law.

Your tax dollar is now officially
divided.
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contributions to the provincial hospital
insurance programs. The provinces
will also receive another four cents as
the government’s share in your Medi-
care program. Four more cents will go
for family allowances, youth allow-
ances and family assistance programs.
Greater income security for Canadians
is a significant part of the government
program for 1971-72. Funds have
been allocated for a ten per cent in-
crease in Unemployment Insurance
benefits as of January, 1971. Further
assistance to war veterans is another
significant expenditure in the coming
fiscal year. Their pensions are being
raised by ten per cent, and allowances
by fifteen per cent,

Approximately two cents of your dol-
lar has been allocated in 1971-72 for
programs designed to enable Canada’s
245,000 Indians and Eskimos to im-
prove their social and economic well-

being. Most of the money is designated
for programs in the field of education,
welfare and community development.

Associated with these programs are
measures for resource and economic
development in the Yukon and North-
west Territories through which Indian,
Metis and Eskimo workers will be
given greater job opportunities.

Not included in the 25 cents spent on
Health and Welfare are the $80 per
month Old Age Pension and the
Guaranteed Income Supplement. These
are paid out of a separate fund. But
the money for these payments—$2,180
million in 1971-72, or about $100 for
every Canadian—also comes from your
tax dollars. One of the government’s
major efforts against poverty this year
was to increase the Guaranteed Income
Supplement by approximately 50 per
cent effective April 1.

HEALTH AND WELFARE

Forecast Proposed
Expenditure for
1970-71 1971-72
($ millions) ($ millions)
HEALTH:
Public Health 28.4 26.1
Medical Care:
Medicare Payments to Provinces 400.1 550.1
Health Resources Fund 37.0 37.0
Medical Research Council—grants,
scholarships, administration 34.4 36.1
Hospital Care:
Hospital Insurance Payments
to Provinces 730.3 811.9
Other Health, including
Northern Health Services 12.5 14.8
TOTAL HEALTH 1,242.7 1,476.0
WELFARE
Income Maintenance:
Family and Youth Allowances 616.5 618.3
Family Assistance 3.0 3.2
Government Contribution to
Unemployment Insurance Fund 134.0 110.0
Administration Cost,
Unemployment Insurance Commission 58.1 58.4
Social Assistance:
Canada Assistance Plan,
Payments to Provinces 389.2 437.0
Aid to the Blind and Handicapped 10.9 11,2
Company of Young Canadians 1.9 1.9
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Forecast Proposed
Expenditure for
1970-71 1971-72
($ millions) (3 millions)

Production and Marketing Administration
and Operations 24.9 24.6
Agricultural Commodities Stabilization—
Dairy Subsidies, etc. 129.0 113.0
Payments for Farm Adjustment — 16.0
Crop Insurance 6.2 8.8
Health of Animals Programs 25.0 27.4
Board of Grain Commissioners 11.6 13.1
Feed Freight Assistance 20.8 - 22,2
Farm Credit Corporation 9.4 9.2
Carrying Costs of Temporary
Wheat Reserves and
Advance Grain Payments 94.9 56.1
Other 0.5 0.5
Fisheries:
Programs for Fisheries and
Fishing Industry 45.4 45.6
Forestry:
Forestry Program 23.1 22.4
Minerals:
Mining, Energy and
Earth Sciences Program 32.1 32.5
Gold Mining Assistance 14.7 14.5
Water Resources:
Water Resources Programs 58.1 58.8
Energy:
Atomic Energy of Canada Limited 69.0 71.1
Grants for Atomic Energy Research 2.5 2.6
Grant for Tri-University Meson Facility 4.6 5.5
Atomic Energy Control Board 0.7 0.9
National Energy Board 2.4 2.7
Other Primary Industry Costs 21.7 27.7
TOTAL PRIMARY INDUSTRY COSTS 658.2 644.1
SECONDARY INDUSTRY
Grants to Industry, including Grants for
Industrial Research and Development
and to Modernize Specific Industries 116.7 139.5
Corporate Affairs—surveillance,
research, bankruptcy and
other administration 7.5 9.2
Canadian Film Development Corporation 0.3 0.3
Standards Council — 0.5
TOTAL SECONDARY INDUSTRY 124.5 149.5
LABOUR FORCE AND MANPOWER
Working Conditions:
Labour Department, Administration 9.8 13.0
Training:
Occupational Training for Adults 290.0 322.8
Capital Assistance to Provinces for
Technical Vocational Schools 170.3 75.0
Immigration:
Immigration Programs 28.4 28.4
Other Labour Force Programs:
Canada Manpower Services 50.7 56.3
Manpower Mobility—
grants for workers moving to jobs 7.7 8.4
Other 25.2 28.1
TOTAL LABOUR FORCE AND MANPOWER 582.1 532.0
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ESTIMATED FEDERAL PAYMENTS AND TAX TRANSFERS TO PROVINCES AND MUNICIPALITIES! 1971-72

($ millions)

Nfid. P.E.I N.S. N.B Que. Ont. Man Sask. Alta. B.C. Total
Statutory Subsidies under the BNA Act 9.7 0.6 2.2 1.8 4.5 5.6 2.1 2.1 3.1 2.1 33.8
Provincial Share of the Estate Tax 0.5 0.2 3.9 1.8 13.7 26.8 4.3 3.8 7.6 — 62.6
Equalization 1971-72 103.8 21.3 97.1 93.6 458.6 — 49.3 61.0 — — 884.7
Adjustments for prior years? — — — — — —_ — — — — 126.4
Public Utilities Income Tax Transfer 1.1 0.3 2.1 0.2 3.7 10.4 1.2 — 8.3 0.6 27.9
Total Unconditional Transfers 115.1 22.4 105.3 97.4 480.5 42.8 56.9 66.9 19.0 2.7 1,135.4
Hospital Insurance3 25.2 5.2 41.8 31.9 336.6 409.5 51.2 47.9 83.2 108.3 1.145.8
Medicare 13.5 2.8 19.4 15.7 156.0 192.5 25.4 24.1 42.4 56.7 548.5
Health grants3 0.3 0.1 0.4 0.3 2.7 3.3 0.5 0.4 0.7 1.0 9.7
Health Resources Fund 0.8 0.2 1.3 1.0 9.9 11.9 1.6 1.6 2.5 3.2 34.0
Capada Assistance Plan etc.? 24.7 4.3 19.6 20.1 243.1 198.7 30.2 23.4 44.9 72.8 681.8
Total Health and Welfare 64.5 12.6 82.5 69.0 748.3 815.9 108.9 97.4 178.7 242.0 2,419.8
Post-Secondary Education 7.6 1.7 17.1 9.7 121.7 179.8 20.0 18.3 66.2 20.7 462.8
Technical and Vocational Capital Assistance 6.3 1.3 4.0 3.4 28.3 — 11.1 8.7 — 11.9 75.0
Total Education 13.9 3.0 21.1 13.1 150.0 179.8 31.1 27.0 66.2 32.6 537.8
Muncipal Grants in lieu of taxes 0.4 0.3 3.8 0.4 12.1 27.2 3.5 1.7 3.7 4.9 58.0
Economic Development, language training, etc.2 — — — — — — — — — — 220.0
Total Other 0.4 0.3 3.8 0.4 12.1 27.2 3.5 1.7 3.7 4.9 278.0
Total Payments to Provinces 193.9 38.3 212.7 179.9 1,3%0.2 1,065.7 200.4 193.0 267.6 282.2 4,371.0
Value of Tax Abatemenis4
a. Individual 28 pts. 22.9 4.3 51.7 34.3 526.9  1,026.2 87.3 57.1 159.3  262.7 2.232.7
b. Corporation 10 pts. 5.9 1.2 11.6 9.2 135.5 267.2 22.8 13.2 49.0 77.2 592.8
c. Estate Tax — arrangements vary — — — — 27.4 53.5 — — —_ 19.2 100.1
Total Tax Abatements 28.8 5.5 63.3 43.5 689.8 1,346.9 110.1 70.3 208.3 359.1 2,925.6




Total Payments and Tax Transfers to Provinces 222.7 43.8 276.0

223.4 2,080.7 2,412.6 310.5 263.3 475.9 641.3 7,296.6

Equalization 1971-72 per capita value 3 200 193 127 -

150 76 — 50 65 —_ —

1 Totals will not agree with Main Estimates detail because of exclusion of transfers to the Yukon
and the Northwest Territories, because of inclusion of tax abatements to provinces and because
of rounding.

2 The distribution by province of final adjustment payments for 1969-70 equalization, economic
development, and language training programs is not available.

3 Payments to Quebec for hospital insurance, health grants and Canada Assistance Plan include
the value of tax abatements granted in lieu of direct cash payments by the Federal Government.
The value of tax abatements is estimated at $362 million for hospital insurance and the Canada
Assistance Plan.

[$3

4 Tax abatements replaced the tax rental agreements in 1962. At present the Federal Government
has reduced its income taxes by 28% of the federal basic individual income tax and by 10%
of the taxable income of corporations in order to allow the provinces to impose equivalent taxes
without subjecting their taxpayers to a higher Ievel of tax than was in effect at the termination
of the tax rental arrangements. The provinces may, and some do, impose higher rates of individual
and corporation income tax. In 1971-72 these tax abatements are worth an estimated $2,825
million to the provinces. Provinces are not obliged to use these revenues for any specific program
but approximately $378 million of the total represents part of the Federal Government’s contribu-
tion to the cost of post-secondary education. Before tax abatements were introduced the provinces
received tax rental payments equal to 13%, of the federal individual income tax, and 9%, of the
taxable corporation income.










