
Some hon. Members: Agreed.

Mr. McI1raith: Eight o'clock.

The house resumed at 8 p.m.

Mr, Deputy Speaker: Am I to take it that
there is agreement to suspend the sitting unW
eight o'clock?
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THE BUDGET

SITTING RESUMED

StTTtNG SUSPENDED

should like to make the point th",t the com_
mittee has concluded its discussion of
proposed section 23 and therefore we will
have lo discuss this po,nt and the other two
points which remain on the title.

Progress reported.

ADDITIONAL FINANCIAL )(EASURES OP' THE
MD;"lSTER OF FINANC£

Hon. Mitchell Sha-rp (Minhtu of Finam:.1
moved:

That Mr. Spellker do now leave the chllir for the
house to ItO into commillee of wa)'a and meana.

He said: :vir. Speaker, this is not intended to
be a full-fledged budget statement with the
usual details of our ftnances and of the ec0­
nomic situation. I shall take the opportunity
for a brief interim review of our ftseal posi­
ti')!'.1 and ils relation to the economic situation,
but m~' reain purpose tonight is to place
before the houst! p:opo~als for financing the
gl:ara:ltced income supplement for those re­
ceiving old at:e security pensions. We shall
be having to payout about another $280 mil­
lion a year for this purpose, commencing as
soon as possible after January 1st, and I shall
propose that we raise additional revenues of
about that amount for budget and economic
reasons.

In July, at the time of the announcement of
the guaranteed Income supplement, it was
made clear that the government intended to
cover the cost by additions to revenue. On
September 8th, as the house will recall, I
stated:

It was IndIcated In July that revenue mealurea
would have to ~ c:onsldered to meet the burden
of the income .«uarantee oro.ram. ( have reached
the concluslcln that when thla pro,ram II enac:ted
It wtll be neceSSllO" to increase taxes or to Intro­
duce new tllXes to m"t our total ftQulrementa and
to prevent the lrovemment'l own Increuinlr ex­
penditllI'el from havinl" tnll.aUonuy etfecta.
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course it is following is entirely a correct and
apt one. However, the govel'nment of the
provincc of Quebec, fo!lowmg in the footsteps
of ils predeec<isor :lllcl also the incitement giv­
en by the Prime Minister and members of the
government to the opting out concept, has
dcclan,d its intention to establish its own sys­
tem. We want to know what you arc going to
do about it. This Is not a matter for next
month or next year; it is not being postponed
until July I, 1968. This legislation is to come
into effect immediately and. that being so, we
are most anxious to know how this abstruse
proposition is going to be met by a govern­
ment noted for its diplomatic approach to
problems and Its failure to face up to those
problems.

I am sure many thousands of people will
await with tense interest the explanation of
the minister. It Is something that will tax the
capacity of the government. That Is about the
only thing which has been leIt untaxed by
this government, and we will get more taxes
tonighL How are you going to do this? You
collect the money through taxation, and the
rumours are that all this government will be
able to do will be to inerease the income tax
of those who have incomes of $6,000 or over.
My friend moves his head in a negative man~

ncr. What are you going to do about this
matler~ When you collect the money how are
you going to distribute it? You cannot force
any p!"Ovim::e to accept !>omething which con­
stautlonally falls within the ambit of its au­
thority.

I do root wish to detain the minister. It may
be that he :s not ready to reply and would like
to s~and this question along with the others
until :1e Is abic to secure information.

Mr. MaeEaehen: Mr. Chairman, I promised
the hon. member for Winnipeg South Centre,
and I repeat the promise to the Lender of the
Opposition, that I will make some comments
on the issues which have been raised. I am
sure they will be inadequate to meet the much
more experienced constitutional mind of the
Leader of the Opposition. I am an amateur In
this field but I will try later to make some
comments.

Mr. Diefenbaker: Why not now?

Mr. Mac:Eac:hen: There has been an agree­
ment that we rise until eight o'clock. Other­
wise I should be quite happy to remain until
eight o'clock to discuss the matter. At eight
o'clock we have the budget and when that is
completed we will return to this order. 1

(Mr. Diefenbaker.J
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Prospects for 1967-68

I do not propose at this time to forecast the
budget for the next fIscal year. That will be
done in the spring as usual. Our expenditure
programs are still being worked out by the
Treasury Board. It is still too early to forecast
the economic position with enough accuracy
and con8dence to estimate our revenues. It is
already evident, however, that our expendi­
tures will continue to rise next year quite
apart from the guaranteed income supple­
ment. We have already taken on two major
commitments in increased equalization pay­
ments to the provinces and sUbstantially in­
creosed assistance for higher education. We
have many large and important programs
which are expanding, such as those for scien­
tific research and development, and those for
foreign aid. These are worthy projects sup­
po!'ted strongl)· in th:s house and by the pUb­
lic. Having said th:s, 1 want to repeat what I
said in this house on September Cth and on
other occasions, that we must moderate the
rate of increase in new public expenditures.
Neither the capacity nor the willingness of
Can.adians to g.ey higher taxes should be tak­
en for granted.

On the revenue side the situation in the
next year is complicated by our rdations and
arrangements with the provinces. Already we
have undertaken to recommend to parliament
a further abatement of our income taxes­
personal and corporate-next year in order
to make more room for the provinces to in­
crease such taxes to meet the rapidly rising
costs of higher education including technical
education. The income tax bill, which I plan
to introduce ~fore the recess to implement
the portions of the March budget resolutions
not dC!alt with. in the bill passed in July, will
contain clauses to provide for these abate­
ments. In view of the discussiou in the com­
mittee last (rida)', I might also mention at this
time that we had put in this bill a specific
provision exempting from tax social assist­
ance payments based on needs or means. and
made under either federal or provincial legis­
lation.

COMMONS DEBATES
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disburse the funds received from the refunda­
ble tax but to hold them as an addition to
cash balances unless economic circumstances
were to change and make it desirable for us to
borrow less and ease the pressure on the capi.
tal market. This is still my intention. The
possibility cannot be excluded of course, that
our requirements will make it necessary for
the government to borrow extra funds in the
market before the end of the fiscal year.

Current Year Fi~ures

In the current fiscal year I now forecast
that our budgetary revenues before the tax
changes I shall propose would be approxi.
mately $8,240 million compared with $8,300
million forecast in the budget last March. The
reduction is chie8y due to corporate profits
turning out to be less than expected, with the
taxes thereon correspondingly reduced. In ad­
dition of course, the forecasts now re8ect the
effects of additional income tax abatements
granted in favour of the provinces effective
January 1st. I expect that our expenditures
will be about S8,580 million compared wjth
$8,450 million forecast in the budget IllSt
March. The increases here are spread over a
large variety of programs and reflect in con­
siderable part the increased levels of pay and
prices. These forecasts of revenues and ex­
penditures would leave us with a budgetary
de8cit of approximately $340 million com­
pared with the budget forecast of $150 mil­
lion. Our surplus in terms of the national
economic accounts I would forecast at roughly
$140 million compared with the budget fore­
cast or $455 million. The refundable tax on
cash profits is excluded from both of these
figures.
• (8:10 p.m.1

Our net financing requirements for non­
budgetary transactions, before tax changes
and eXcluding transactions in our own debt. I
estimate to be $342 million compared with
$190 million 3t the time of the budgct, taking
into account the refundable lax. Members of
the house will recall that in my 13st bucget
speech I !iaid that it was not my intention to
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In the last two completed fiscal years,
1964-65 llnd 1965·66, that is, the two years
ended 1966, our budgets have been very close
to a balance in terms of our public accounts
_there have been deficits amounting to only
about one half of one per cent of our reve­
Dues. Looking at the position from a some­
what different point of view, that is. the
overall economic effect of the federal govern­
ment's receipts and disbursements, what the
economists refer to as the national income
accounts, there were surpluses of some $300
milUon in 1964-65 and about $600 millIon in
1965-66. These surpluses, in economic tenns,
have been helpful in pacing our economic
expansion and in providing some of the sav­
ings required to finance the high level of
investment needed for our rapidly growing
economy.



When I reviewed tilC cconomic situation in
September, 1 thought that it might be neces­
sa!'y to increase our revenues in order to
counteract the increase in some of our other
expenditures this year, and to make pos·
sible some relaxation in monetary restraint.
Developments in the past three months,
howe\'er, suggest to me that the undesirable
acceleration of the demands upon our econo­
my has moderated. There has been some ceo·
nomic rC3djustment taking place following
the excessive rates of expansion that occurred
earlier this year. The effects ot a large num·
ber of strikes have also been appearing in the
statistics. My judgment is that the economic
expansion now taking place is more in line
with the capilbility ot our economy to grow
steadily without inflation. While prices and
wages are increasing at rates that are stili
excessive, I now believe we ean expect"some
moderation in the trend ot wage increases and
further restraint in pricing policies. Our cur·
rent position is one of delicate balance and we
want to ensure that our economic policies do
not contribute either to a serious decline in
1967 or to a rc-emergence of strong inflation·
ary pressures 8S we attempt to adjust to a
sustained rate of economic growth.

The Canadian economic outlook for 1967
cannot be fully assessed as yet. We do not
yet know enough at the capital spending
plans of business or of provinces and munici­
palities. I believe, however, the rate ot in­
crease in such capital expenditures will be
less than in the past two years, and should be
a closer match to our growing capacity. More­
over, our exports, and our general business
behaviour, are much influenced by the econom­
ic situation in the United States and that is
unusually difficult to foresee this December.
Within a few weeks we will know much more
of United States policy in rega~d to defence
expenditures and the fiscal measures likely to
be proposed to deal with them. We will be in
a much better position in several months to
appraise our outlook and take promptly sueh
action as may be necessary. Should some
relaxation of restraint be needed there will be
no difficulty in moving quickly in either the
monctary or fiscal fleld or both. For example,
the government will not hesitate to bring be­
fore parliament at short notice a measure to
end the collection of the refundable tax on
business profits or even to make reductions in
taxes if that is necessary to achieve a proper
fiscal policy for economic reasons. I believe,

(Mr. Sharp.]

nnd in this my views are sharc,>d by the
governor of the Bank of Cannda, that the
appropriate mix of policies in slich circum·
stances would be one which ~rmitted some
easing of the credit situation.

On the other hand, in 1967 we cannot be
expected to permit a degree of expansion of
the total dc~ands on the economy that would
encourage or endorse further increases in
wages and prices at the rates that have been
occuring during 1966. If some moderation in
demands with inflationary consequences does
not occur we may well find it necessary to
impose sufltcicnt (lscal restraint upon the
economy as a whole to check them. At this
time, I am very happy to say, it does not
appear such further action will be necessary,
and I certainly hope it will not be.

General Policy

Consequently, I am not proposing tonight
any general changes in taxation for the pur­
pose either ot stimulating or of applying fur­
ther restraints to the economy. The measures
proposed are intended only to counterbalance,
financially and economically, the expenditures
on the guaranteed income supplement with a
small margin to allow for the fact that the
payments we make to the old age pensioners
are sure to be spent while some of the reve­
nues we get will come out of savings. Given
our present economic and budgetary situation,
I believe this neutral action to be about right.

To raise all the revenues that are required
by all governments· in Canada-about $18 bil­
lion a year currently-requirl'$ a large variety
of taxes and charges. We can count on a
growth in these revenues as our economy
grows and prospers but the rate of real growth
in the economy is limited by the growth in our
labour force and the improvement in its use
and productivity. It is all too easy to antici­
pale the growth in our revenues and to commit
ourselves to spending programs that outrun it.
The consequence of over~running it, which
those who elect us and make demands on us
must face, is that we must raise by increased
taxes tor public purposes or for rcdistribution
of income an increasing fraction of our total
national product. It is because we arc in that
position that tonight we are asking the
Canadian public to accept increased taxes in
order that we may distribute more to our old
age pensioners with low incomes.
• (8:ZO p.m.)

Old Age Security Fund

I turn now to the tax measures I am propos­
ing-two increases in existing taxes. The first
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note: The table rejeM"ed to is as

I would ask permission of the house to
insert here in Hansard, for the convenience of
han. members, a table showing for each tlscal
year since the act was passed the pension
payments made from the fund, the revenues
credited to it for each of the three taxes levied
under the act, and finally the deficit or surplus
for the year, with footnotes indicating how
these defic;ts were dealt with.

Mr. Speaker: Is it agreed?

Some han. Members: Agreed.

[Editor's
follows:}

COMMONS DEBATES

The Budget-Mr, Sharp
nutlly the state of the fund and to recommend
measures to increase the revenues of the fund
if it appears the revenues for the ensuing year
will not be sufficient to meet the charges on
the fund without further loans from the con­
solidated revenue fund,

December 19. 1966

is en increase in one of the taxes ttndcr the
Old Age security Act, which will increase the
revenues of the old age security fund. Let me
first explain the situation of that fund and the
policy I propose in regard to it.

When the Old Age Security Act was passed
late in 1951 it set up th~s fund to which were
to be credited the revenues from certain
specifled ta xes levied under tha t act, and
which were regarded at the time as essentially
contributions for the financing of the pensions
authorized by the act. While individual pen­
sions were not related to the taxes or contri­
butions paid by the pensioner, it was felt the
aggregate pensions should be related to the
revenues of the fund. This was intended to be
a means of ensuring the proper financing of
the pensions and of ensuring a sense of
responsibility in determining from time to
time how much the pensions ought to be. The
Minister of Finance is required to review an-

TABLE 1

OPERATION OF OLD AGE SECURITY FUND, FISCAL YEARS ENDED
MARCH 31. 1952 TO MARCR 31, 1967

($ millions)

Tal Revenues
Annual

Pension Corporation Individual Surplus (+)
Year Payment8 Sales Income Income TotlLl or Deficit (-)

1951-520 ) .. 76 24 2 0.1 ,. - 50m
1952-53 .. 32:1 142 37 45 224 _ 99(0)

1953-M .. 3:J9 )47 " 91 ,.. - 46(1)
1954-55 .. 353 )43 45 . 101 21JO - 6.1(1)
19$-56..... 366 '60 53 I" 102 315 - 50(1)

19S6-57..... 379 17. 07 125 371 - 8(1)

II/57-58 .. ............. m 176 61 135 372 _102(1)
II/58-MI .. 559 m " H' 375 -l!:WI)
11/59-00. ......... 575 270 '1 'BG 547 - 28(1)
11/61HH. 502 270 'M 22l! 603 +ll

I06l-fJ2 .. 625 285 '00 250 ,.. +28
I062-t3 .. 734 302 ll5 274 6~1 - 43(1)
1063-64 . 808 332 ll' 303 751 - MI(I)

Hl64-65 .. ............. 885 383 145 m 060 +75
11165-GI;' .. 027 522 152 4!1S 1,169 +242
1966-(;7(0). 1,031 001 '53 5:i2 1,200 +235

mpro~rlUJlcommenced January 1952.
("Estimated (c.lcluding the gunrantced income supplement and tax chnn/l:c).
(1IProvid ...d for by budltctary exp<:nditure.
UIWritlcn off ul':f1inst reserve for lo~scs on reali:z;ntion 01 a68Cts.
(ol!'illllnccd by loan w])ich hn.s Ut.'<Jn r<;Jluid out of suLfK:(juellt surplulKl6 shown in this table.

Mr. Sharp: It will be noted that during th~

first eight fiscal years of its operations, the
fund incurred deficits amounting in all to $602

23033-'lm

million. These were met out of general reve­
nues, or in one case charged to the reserve
against losses on realization of assets, which



Mr. Sp::laker: Is it agreed?

Some hon. Members: Agreed.

Old A9-e Security Tax On Income

I am propos:ng therefore that we act to
meet our immediate c<lsh requirements and
EWO to provide properly in our accounts tor
the bardens which pat'Ur:ment has imposed
:J.:1J is now impOsing on the old age ::eeurity
fU!'ld C:ur::tg thc next faUi' years while the age
reduction program is coming fully i:lto effect.
The first measure I recommend to the house,
therdore, is that we raise the maximum
.1n1ount payable by an individual 0n the 4 per
cent tax on personal income under t!1i! Old
Age Security Act, from $120 per year, as it h3s
been for the past three yeers, to $240 per year.
Thls \vould yield about S135 mill:on a year at
current in'come levels. It would be effective
from January 1st but since deduction at the
source cannot start immE:diately, relatively lit·
,:e wm appear in this fisc:ll year's aceounts,
The forecast effects ol this change on the
Culm';:> years' accounts ot the old 3ge security
fund are shown in a table which I would ask:
po!r:ni:;~ion to place in Han:;ard at this point
for the assistance of hon. members,

December 19, USB
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flows. In introducing the guaranteed income
.'iuj"Jplcment we ure adding S280 million a year
to ow' cflsh outflow, and this must somehow
be matched by increa!;ed cash revenues if we
arc to avoid increasing our cash deficit with
all its financial and economic consequences.
The accur,lulated surplus of the old age
security account is not held in a separate cash
balance. The cash received and credited to
this account is and always has been pooled in
the consolidated revenue fund into which
parliament requires all revenues to be paid
an:.! from whiCh the paymcnts authorized by
parliament are made. II parliament increases
the payr.Jents out of this consolidated revenue
fund, it must replenish the fund with reve­
nues, or the government has to borrow more
to finance the deficit. Given the prescnt and
prospective economic situation 1 do not think
that we should finance this large increased
cash outflow by increased borrowing. II the
economic situation should develop in a way
that makes it desirable to reduce our cash
inflow from taxes, and borrow more, we can
quickly take action to do this. But we should
not use the possibility of such a contlngency
as an excuse for taking the soft option and
dodgir:g a difficult issue.

[Editor's
fo!low3:]
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amounts to much the same except for ac­
counting purposes. Han. Donald Fleming,
in his budget of April, 1959, concern~d over
th~se increasing deliclts taken in conjunction
with the recent increases in pension rates,
increased the rates of all three aid age securi­
ty taxcs from 2 per cent to 3 pel' cent, which
bl'ou~ht about a rough balance in the fund for
the next three years. Increasing deficits then
occurred, accelerated by the incre<:.<>e in pen­
sions e&rly in 1962, They were fmanced by
tcmpor<:ry loans from the consol:dated reve­
nue fund, When the rate of the pension was
increased to the presen~ level in the llutumn
of 1963 the rate of contribution from lhe tax
on pcr;onul incomes was raised from 3 per
rent to 4 per cent effective January, 1964.
This, together with the l'cmoval of exemptions
from the sales tax and the eflects on revenues
of !ncreasing incomes and sales, brought in
sufficient revenue to produce surpluses in the
fund during the past two fiscal years, and this
year as well. These have resulted in the
repayment of the temporary loans made to the
fund in the preceding two years and the ac·
cumulation ot a credit b,olance ot $217 milEon
at the end ot the last fiscal year. nnd of $353
million at the end ot October. Th:s surplus is
much less, it will be noted, than the total
deficits in the fund in the 1950's that were not
carried forward but wr~lten off. Over the
whole period of the fund up to this October,
the expenditure~ have l'xc~eded the re'lenues
by 5238 m'll!on.

Parlfament has recently impQSed l:!rge add;­
tional future burdens on the fund by provid·
iug that the agc at which payment of pensions
will commence will be reduced ye:<r by ;year
starting in January, 1966 until it reaches age
65 in January, 1970, Even aIter t..",king account
ot the growing revenues cf the fund, the i!1_
creasing pen3ions would exceed the annual
revenues in the fiscal ye~r 1970-71, when the
full effects of the age reduction are fir.>t felt.
AddItion of the gU3ranteed income supple_
ment, however, would immediately bring the
pensions in the next fiscal year 1!}67-68 above
the revenue.:; anticip:lt~d from the present
taxes, and this annual deficit would grow rap­
idly. It w~uld u::e up the accounting surplus in
the tund by mid-1969 ~nd prccluce a::l annual
deftcit of nearly $400 million in the fund by
the time the age reductlon already :n the law
takes full effect.

Such is the situation in terms of this par­
ticular account. When we consider the eco­
nomic and financial effects at old ag"e security
payments, however, we must look not to the
position in a single account but to total cash

[Mr. Sharp.)



TABLE 2

ESTIMATED POSITION OF O.A.S. FUND, 1965-66 TO 1971-72
($ millions)

Revenue Combined Combined
Minimum O.A.S. "'om Difference Difference Revenucm Revenues P"ymenUl
Eligible Fiscal Pension Present Co\. (2)- G.T.s.m ('01. (3)- from 1966 Col. (2)+ Col. (l)+

Age Year Payments Taxes Col. (I) Payments Col. (4l Change Col. (5) Col. (4)

(I) (') (31 (') (5) (6) (7) (8)

Jan. 1, W61)
Age 69 .. ....... 166..... 927 1,169 +", - +24.2 - I, HID 927

Jan. 1, 1967
Age 68 .. HIG6-67 1,031 1,266 +235 70 +165 , 1,275 I, lOt

Jan. 1, 19M
A",e 67 ............ 1967-68 1,146 1,381 +235 286 -51 137 1,518 1,432

Jan. I, 1969
Age 66.............. 1968-69 1,296 1,427 +131 318 -187 147 1,5701 1,6101

Jan. 1, 1970
Age (is .............. H169-70 1,464 1,505 +" 345 -305 157 1,662 1,810

Age 66... ..... 197(}-71 1,619 1,590 '., -29 307 -396 '68 1,758 1,\/aG

Age 65 ... ..... 1971-72 1,689 1,687 - , 363 -365 166 1,867 2,0:;2

(11 Represents estimated payments in respe<:t of each fiscal year.
(f) AlSsumes new tax deduetion tables can be put into effect on Feb. 1. 1967.
m Deficit of 125 million at MaTch 31, 1965.

"•n•3.,.
•n-,..-~
~

~

Annual
Surplus Balance in

or Deficit account
Col. (7)- at end of
Col. (8) ycar111

(9) (10)

+217 "+242 0
::

+174 +391 :0:
0
"l

+86 +477
..
"'"-<0 +437 ..
>.,

-148 +289 '"... ..
".-,,, +61 •

'"-185 -124 •..
"•r
;::

"'"".
0

il

~­w:=



Some hon. Members: Oh, oh.

I have come to the conclusion, therefore,
that we should aMain the revenue we need by
adding one per cent to our general sales tax,
making it 12 per cent in total, instead of 11
p{"r cent, with two exceptions.

raise the udditional funds we nced now. We
must, at this Ume, as the provinces frequently
have to do, rely upon other taxes to meet our
increasing burdens.

In making the choice of taxes we must also
keep in mind that the corporate income tax in
C<lnada cannot get seriously out of line with
that in the United States without endangering
our com[)Ctitive position. Alrendy our com·
petitive position is being weakened by recent
increases in costs.
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Mr. Sharp; It wiil be seen that with this
incrcased maximum l:ix the requirements o(
the fund, to which the Inw directs our atten­
tion, <lre mel until the cnd at the InO-71 flse<ll
year, the first full year alter the age reduction
program i~ complete. Oy that time parliar!l(mt
will have had <Jmple opportunity to review
our whole t<lX structure and decide what
should be done not only with this element or
our taxe~ but with the old age security Cund
generally.

This tax change wiil affect only those
taxpayers with taxable income exceeding S,flle_~ T.1x
$3,000 after all exemptions and deductions.
This means that a married taxpayer with two
children wiJI not h:J.ve any inerea,e unless he
is earning more than $5,700 a year-which is
well ahove current average wage earnings.
The proposed tax increase will affeet only the
upper third ot present income taxpayers.

Soma hon. Members: Heal:, hear.

Mr. Gr:J.tlIey: The Liberal party is the only
party in history that can applaud a tax raise.

Mr. Speaker: Order, pl~ase.

Mr. Sharp: I continue.

Aclditio:1 to General Re'/el1'.!es

The second tax ch:lOge I am recommending
is intended to add to our general revenues to
provide the rema:n~ng cash requi:-ed to pay
the gunranteed incomz supplement.

The choice or the tax to increase tor this
purpose is a difficult one. Normally one would
look to our regular personal income tnx be­
cause, being progressive, it is one of our tair­
est taxes. Howevcr, we share this tax field
with the provinces. We have emphasized to
them in recent months that they have access
to this field of taxation just as we do and must
share responsibility for its usc. We are
propcsing, as I have said, to abate our income
tax Cor ll)67 to make it easier tor the prov­
inces to raise theirs in order to help finance
the rapidly growing burden 01 higher educa­
tion. We wi1l want to discuss with the prov­
inces in the coming yenr or two various ideas
propesed to reform the income tax so that we
may achieve as much harmony as possible in
our usc of this most important t:lX field.
• (8:30 p.m.)

In these circumst<lnces and having in mind
the i:npending major overhaul of our tax sys­
tem which we wiU undertake in the light of
the rcpwt ot the Royal Commission on Tax­
ation, I have come to the conclusion that we
should not use the personal income tax to

[Mr. Sharp.)

Mr. Bell (Carleton): Shame, shame. You
will never get away with it, never.

Som~ hon. Memben: Oh, oh.

Mr. Speaker: Order. please.

Mr. Sharp: The only comment I wish to
make, Mr. Speaker, is that it we had Collowed
the advice of members on the other side of the
house it would have led to much greater taxa­
tion increases.

Some hon. Members: Hear, hear.

Mr. Sharp: I hope that han. members real­
ize that the government in this respect is
bcing responsible not only with respect to its
expenditures but also with respect to its taxes.

Mr. GrafHey: I have always admired the
mini~ter's modesty.

Mr. Sharp: This will be done by amending
the Excise 'fax Act. I propose that this change
take place J::munry l.~t so there will be no
d.1nger at contusion or price incre<lses arising
Crom it during this Christmas period. The
foreknowledl{c or an increase as small as this
Cor this short period should have no signifi­
cant econOr.1ic effects. The revenue authorities
will be careful to ensure that sales which nre
properly taxable after January 1st are not
attributed by some artificial action to the peri­
od betwecn now and then.

Last spring. we decided that the sales tax
should b~ removed from production machi­
nery and equipment in two steps, one in April.
1967 and one in April, 1968. It is proposed
that the one per cent increase in the tax now
being made should not apply to these goods
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FIscal Year 1966-67
March December
Forecast Forecast
(Mlllions of dollan)

8.300 8.260
8,450 8.580

TABLE 3.

Budgetary Revenues
Budgetary Expenditures

Budgetary Dellclt -150 -320

Old Age Security Payments 1,ms 1.05t
Old Age Security Revenues 1,Z77 1.275

Surplus of Old Age Security
revenues over payments +242 +224

Conclusion

Before concluding, I would ask permission
to place on Hansard at this point for conven­
ient reference a brief table showing our reo
vised forecast of revenues and expenditures
this fiscal year, and the old age security reve·
nues and expenditures and other non-budget­
ary requirements after taking the proposed
tax changes into account, compared with the
forecasts made in the budget in March.

Mr. Speaker: Is it agreed?

Some hon. Memben: Agreed.

[Editor's note: The table referred to above
is as follows:]

Other Non_Budgetary Require·
ments. net (after includIng
yield of refundable tax) -432 -557

Mr. Sharp: In conclusion, Mr. Speaker, I
think I should recall the positive, humani­
tarian purpose which motivates us tonight.

Some hon. Members: Oh, oh.

Mr. Sharp: We are creating in Canada a
most complete system of old age pensions.

COMMONS DEBATES
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changes now reasonable. We will examine lhls uver-all
result in revising our tax structure and will
aim, of course, at a fair incidence of the
tolal of taxes and benefits after our re­
forms are made.

The increase in sales tax can be expected to
increase the prices of those goods subject to
it-though just how much will depend on the
market conditions in each commodity and in
various distribution channels. Indeed in some
cases the increase may not be passed on.
Certainly it should increase the cost of living
by much less than one per cent, taking into
account that services and a wide range of
goods are exempt. I should remind consumers
that virtually all foodstuffs are exempt from
lhe sales tax and therefore this increase in
rate will have no effect upon this very impor­
tant portion of their expenditures.
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lor the three months before the
in the law come into effect.

I am also proposing that the increase in the
sales tax should not apply to building mate·
rials. The government wishes to see more
houses built in 1967. The competition of other
demands for capital funds this past year has
brought about a serious reduction in mortgage
lending for the building of houses and par.
ticularly of apartment houses. Unless this
trend is reversed it will lead to shortages of
housing and increased rents. The government
is pressing ahead with action under the Na­
tional Housing Act, as recently amended. to
help meet this situation. Most of the houses
needed, however. must be financed and built
by private enterprise, subject to market
forces. We would not wish an increase in the
sales tax to impede an expansion of house
building 2t this time.

Mr. Speaker: Order, please.

Mr. Bell. (Saini John·Alberl>: Live with
Mitch. Sing along with Mitch.

Mr. Speaker: Order please.

Mr. Sharp: The yield of this increase in the
sales tax at the current level of sales and
prices my di!partment estimates 10 be approx~

imatcly $155 million a year, taking the ex·
emptions into account. It should add about $20
million to this year's revenue.

We shnll wish to reiorm our sales tax as
well as our other taxes over the next few
years. I recognize, just as I am sure all mem­
bers of this hOllse recognize, that any sales tax
cannot fully take into account ability to pay,
although our tax, which exempts food, fuel
and services, is better than many. Over a
fairly wide income range it is proportional or
mildly progressive in its incidence. Taken in
Conjunction with our progressive income tax,
and the heavy taxes on certain items such as
liquor, it produces an over-all result which is

Mr. Bell (Carlelon): But everything else.
Everything else.

Mr. Sharp: I suggest again to my hon.
friend who is interrupting that the expendi­
tures he proposed would have compelled me
to raise taxes-

Some hon. Members: Oh, oh.

Mr. Sharp: The indignation of my hon.
friend is greatly misplaced.

Mr. Crouse: Why throw it on the Con­
servatives?
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income tax from $120 to $240? What hap_
pened when he announced the increase in
sales tax, which means, Incidentally, that he is
presuming to impose the sales tax on the old
age pensioners? He is taking the pensioners'
benefits away in higher sales taxes. The sales
tax hits everybody. There has been nothing in
the minister's remarks to change what I had
inl.ended saying.

Miss LaManh: It would not have been
much of a speech.

Some bon. Members: Oh, 01\.

Mr. Monteith: We fully expected that there
would be increases in taxation. This budget
has been called a mini-budget. That name Is
applicable to it. It should be compared with a
mini-skirt. Taxes are getting higher and hlgh­
er but covering less and less. The budget has
been said by the minister to contain a
Christmas present tor the older people of
canada. I claim that this Is no santa Claus
budget but a Scrooge budget. It appears to me
that tonight a quotation from Charles Dickens
well describes the mlnister-"with affection
beaming In one eye and calculation shining
out of the other."
e (8:40 p.m.)

Before discussing the details of the budget,
let us turn for a few moments to a matter of
urgency which is now before the Canadian
people, and to a situation which Is in ItseU a
reflection of the inaction of the Minister of
Finance. I refer to the inept handling of the
PrudentIal Finance shambles-

An hon. Member: By the province of On­
tario.

Mr. Monteith: As I understand the situ:l­
tion, this company had a provincial charter
but operated outside Ontario as well.

Some hon. Momb.rs: Oh, oh.

Mr. Monteith: The company has failed dis­
mally, cau.<:ing untold hardship to countless
Citizens who had every reason to suppose their
life earnings were safe. Many hundreds are
dc::;titute. This sort of thing has gone far
enough. How many more financial calamities
will there be before this government acts?

An hon. Member: Ask Robarts.

Mr. Monteith: There seems to be a differ­
ence of opinion as to the extent of federal and
provincial jurisdiction in certain fields of
finance. To a degree I think these dilTer­
ences arise because of the lack of a proper

minister's

in the world

thoadmireI

Some hOD. Members: Oh, ob.

Some hOD. Members: Hear, hear.
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Some hon. Members: Hear, hear.

OLD AGE SECURITY ACT R£SOLunON

Resolved that It is expedient to amend the
Old Age Security Act to provide that for the
1961 and subsequent taxation years the max­
imum amount of old age security tax payable
on the taxable income of an individual be
increased from one hundred and twenty dol­
lars to two hundred and forty dollars.

EXCISE TAX ACT RESOLUTION

Resolved that It Is expedient to amend the
Excise Tax Act to provide that, effective
January 1, 1907, the rate of the consumption
or sales tax ImpOSed under section 30 of the
said Act be incredsed from eight per cent to
nine per cent with respect to all goods subject
to the said tax, except articles enumerated in
Schedule V to the said Act and building m:lte_
rials that were exempt from the said tax im­
mediately prior to June 14, 1963.

Hon. J. W. Mont.ith IPerth): Mr. Speaker,
the Minister of Finance started off this even­
ing trying to maintain throughout his speech a
tone of sweet reasonableness. So reasonable
were the minister's remarks that there was an
almo£t complete lack of applause trom his
side of the house.

An hon, Member: Oh, no.

Mr, Monteith: Oh. yes. What happened
when he Qnnounced the increase in personal

{Mr. Sharp.]
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An hon. Member: The best
probably.

Mr. Sharp: One of my colleagues says it is
probably the best in the world.

Mr. GrafUer:
modesty.

Mr. Sharp: For the long term we have the
l.'Ombinalion of the basic old. age security
pension and the Canada Pension Plan. For
those in special need we have the Canada
Assistance Act. For those already retired or
retiring in the next few years and whose
incomes are small we will have this guaran­
teed income supplement. All canadians win
share its cost under the measures proposed
tonight. It is fitting in this Chrisuou season
that we should be engaged in making a major
contribution to the comfort and dignity of our
senior citizens.
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