Mean-spirited Budget 2010: Calm Before Storm on Surface,

Nastiness Beneath

1. Unemployment rate still high ...

The Canadian labour market has been significantly

stronger than in the U.S.
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... but program expenses as percent of GDP remain
unchanged from last year and are lower than those in

prior recessions

Table 4.2.3

Summary Statement of Transactions
(Including Budget 2010 Measures)

Projection
2008- 2000 2M0- 2H1- 22~ 23 204
2009 200 21 M2 23 2M4  2H5
{billicn= of dodars)
Budgetary revenuas 2331 2139 2313 2490 28685 2827 29656
Program expansas 2079 23T8B 2402 2414 2452 2514 25FT
Public debt chargas 31.0 2049 31.3 36.3 3859 398 406
Total expensas 238.8 2677 2B05 2767 28B40 2042 2983
Budgetary balance -b8 538 492 -2T6 1756 8.5 -1.8
Fedearal dabt 463.7 BiF¥5 G667 5843 61189 6203 6221
Par cent of GDP
Budgetary revenues 146 140 14.4 14.8 15.0 16.2 15.2
Program exponsos 13.0 156 156 143 13.8 13.5 13.2
Fublic debt charges 148 20 2.0 21 2.2 21 2.1
Budgatary balanca 0.4 -3.5 -3:1 -1.6 -1.0 0.5 -0.1
Federal dett 280 2349 304 35.2 34.4 33.3 319

Mode: Totsls may not add due to rounding.



2. Calm before storm on surface, nastiness beneath

Table 5.1
Canada's Economic Action Plan
200010 2010-11 Total
(millicns of dollars —cash basis)
Reducing the Tax Burdan for Canadians 3,020 3,180 6,200
Halping the Unemployed 2,862 4167 7,019
Building Infrastructune to Create Jobs 8312 7,606 16,007
Creating the Economy of Tomomow 2,138 1,880 4018
Supporting Industries and Communities 11,768 2,231 13,888
Total federal stimulus measures 28,090 18,152 47,242
Assumed provincial and territorial actions 8,441 54978 14,419
Total Economic Action Plan stimulus 36,531 25131 61,661

Motes: Totels mey not add due to rounding. This tabie reflects edjsiments to infrestnuchue and otiher funding
8= described later in this chapter,

Budget 2010 indicates that Canada is doing better than
many others so ...

Canada has fared better than virtually all other G7 countries

during the global recession

Chart A1.2
Overall Contraction in Real GDP During the Recession’
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... it’s time to start thinking about balancing the budget
and therefore ...

Rapid decline in deficits

Chart 4.1.5
Federal Budgetary Balance-to-GDP ratio

per cant of GOP
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... be ready for the tightening

Gradual decline in program expenses

Chart 4.2.2
Program Expenses-to-GDP Ratio

per cent of GDP
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The spending cuts include gestures like saying no to
hair transplants but more importantly instituting deep
cuts in foreign aid

Table 4.1.1
Budget 2010 Savings Measures — Expected Savings

2000- 20— 2041- 2M2- 213- 2014-
20 2011 M2 2N3 2014 205 Total
(milicns of dollars)
Restraining growih
in Mational Defence
spanding 25 1,000 1,000 | 2,525
International Assistance
Envelope 438 BEQ 1,337 1,842 4 4086
Containing the
administrative cost
of government 300 oo 1800 1,800 2000 | 6800
2009 strateqgic raviews 15 248 287 288 288 1,262
Tax faimass —closing tax
loopholas 20 255 440 500 565 6256 | 25606
Total 20 807 2026 35981 4990 5755 (17,578

Mote: Totals may not add due to rounding.

The Harper government could have taken the
opportunity to eliminate a deduction that benefits
mostly the high-income earners but it didn’t do so and
instead it makes charitable organizations less
charitable

Table A5.3
Distribution of stock option deduction by income (2007)
Stock option deduction claimad
Mumber of
individuals Aggregate
Individual's claiming a stock Average amount
total income’ ($)  option deduction amount () {$ millions) % of total

Lindar 100,000 22 483 3,000 100 2%
100,000 to 500,000 28 034 23,000 8a0 22%
Crvar 500,000 7,885 283000 2,140 75%
Total ras02 53,000 4130 100%
! Inciunding stock option benefits

Source; Tax fier dats for the 2007 texetion year.
Mumbers may mot add due to rounding.



3. Reducing the tax burden for Canadians without
providing support for its effectiveness

Canada will have the lowest corporate income tax
rate in the G7 in 2012

Chart 3.1.1
Corporate Income Tax Rates in 2012’

per cent
45

40

13

Japan Unfed  Canads-  France italy Germany  United  Canada
States Prior to KIngdom
Budget
2008

! Inchudes rmfonal and sulb- mafonal cofporale eome tax rales,
Sousces Drganisdion for Economis Co-gpemion and Devebprnent; Department of Fnandos.

Budget 2009 said on p. 238:

For example, while a reduction in personal income taxes results in a
dollar-for-dollar increase in houschold disposable income, it does not
necessanly ranslate immediately into higher spending. Houscholds may
choose to save some of this additional income, particularly in the short run.
Higher saving does not lead to higher expenditures in the short run, butin
the long run it leads to higher investment and capital accumulagon and
therefore to a higher sustainable level of ourpuc



4. Helping the unemployed by freezing EI premium rates
rather than making a meaningful difference like
providing national child care

Freeze in El premium rate leaves money in the

hands of employers and employees in 2010-11

Chart 3.1.2
Employment Insurance Premium Rates
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Budget 2010 boasts about surge in benefits but they
were mainly driven by higher unemployment rate and ...

El benefits are up sharply

Chart 5.2
Employment Insurance Benefits
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... only a small portion of spending is earmarked to meet
immediate needs of unemployed

Table 5.6
Helping the Unemployed

2008-10 2010-11

Stimulus Stimulus Stimulus  Stimulus
Value Committed Valua Committed

{millionz of dolars)

An axira five weaks of El benafits &5 Y] 576 BTG
El—long-tenured workers (Caroer
Trancittimm Accictanca Inidbisbnosd TREM Ly ler gy | L= En

. Building infrastructure to create jobs without specially
designated spending on public transit

Table 5.8
Building Infrastructure to Create Jobs

200810 201011

Stimulus  Stimulus Stimuluz  Stimulus
Value  Committed Value  Committed

imillions of dollars)

Building Infrastructura

Imvastments in Provincial, Territorial
and Municipal Infrastruciure

Accaarating payments under
the Provincial Territorial Basza

Funding Initiative 180 179 261 1G98
Infrastructure Stimulus Fund 1,209 1.209 2.7 2.7
D o e T e om0 Ml i 4 e 4 im T WAT

So far the home renovation tax credit accounts for most
of this part of spending but ...

Table 5.8 (cont'd)
Building Infrastructure to Create Jobs

200810 201011

Stimulus  Stimulus Stimulus  Stimulus
Value Commitied Valua Committed

imillions of doliars)

Stimulating Housing Construction

Support for Home Ownership and
the Housing Indusiry

Homa Renovation Tax Cradit =,000 2,000 - -
Increasing withdrawal imits undar

A e | Ve T v v P P 4 4 r & 4



... it’s unclear how the credit benefits many Canadians
trying to make ends meet during the economic
downturn

Renovation activity has rebounded

in the last three quarters

Chart A1.5
Real Renovation Growth
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6. Intensified shrinking of public expenditures to come

Budget 2010 claims more jobs will be created but it’s
unclear whether they are good jobs or McJobs

Table A1.4

Jobs Estimated to Have Been Created or Maintained According
to Each Element of the Economic Action Plan

January 2010 End of 2010

Feducing the Tax Burden for

Canadians 8,000 18,000
Helping the Unemployed 10,000 24000
Building Infrastructure to Create Jobs 42000 84000
Craating the Economy of Tomormow 13,000 27.000
Supporting Indusiries

and Communities 58,000 56,000
Total 130,000 220,000

Mote: Totals may not edd due to rounding.



No matter what more spending cuts will come

Table 4.2.2
Fiscal QOutlook
2000- 2040- 21- 2M2- 203~ 2014-
20 2M1 212 23 204 2016
(billiors of dollars)
Status quo budgetary balance
(before budget measuras) 537 488 -287 -206 -125 66
Return to budget balance —
Savings measures
Haestraining growth in Mational
Defance spanding 0.0 0.4 0.0 0.5 1.0 1.0
Imternational Assistance Envelope 0. 0.0 0.4 0.9 13 1.8
Containing the administrative cost
of govarnmant 0.0 (1.3 08 1.8 1.8 20
2009 strategic reviows 0. 0.2 0.2 0.3 0.3 0.3
Tax fairmess—closing tax loopholas oo 0.4 0.4 0.5 0.6 0.6
Subtodal — savings measuras 0.0 (.8 20 4.0 &0 0.8

Measures proposed in this budget!
Building on a sirong econcmic foundation -0 0.9 0.6 0.7 0.8 0.7

Supporting Families and Communitiss
and Standing Up for Those Who

Hedped Build Canada oo 02 03 0.2 0.2 0.2
Subtotal —policy meazuras -01 -1.1 09 08 10 -0.9
Total (met savings) 01 0.3 14 3.1 4.0 4.8
Budgetary balance

{aftor Budget measuras) 538 -482 -2T6 -AT5H -BE -8

ote: Totals may not =dd due to rounding.

! A poaitive number mplies & decreass in spending and an improvemnent i the budgetary balence. A negstive
number imphas an increass n spending and a defenoration in the budgetany belance.



