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Mr. Speaker, I know that the question could be put immediately and would have no 4ifficulty, and it would get the unanimous support of all sides of the House.

And, Mr. Speaker, I note that, for the first time in recent history that there are really only two sides of the House now and that we don't have the three or four-cornered Chamber that has existed, Mr. Speaker, since you and I have been members of this House and perhaps for the last 20 years so, or perhaps more. We are now facing the first case where we have only two sides to the debate, although I would hasten to add that there are often more than one side that appears from the members opposite, even though they are of one party.

Mr. Speaker, I want to indicate to you, first of all, that I am going to ask for your indulgence \0 live with me tonight as I go through what I think probably is a fairly long presentation of speaking notes, as I address the Budget items before the House tonight, and I suppose in a way I am forewarning you that it may be a fairly long presentation. But, Mr. Speaker, I would hasten to add that I also think it's a fairly important presentation as this government now introduces its second Budget to this Legislative Assembly.

Mr. Speaker, before I go on, may I first of all very heartfeltly extend the thanks and congratulations 0 the staff people who have worked with me in the presentation of the items that I want to discuss with you tonight and I think if I could name one person I would perhaps be appropriate in doing in. I would like to thank, in particular, my Deputy Minister, Charlie Curtis, who has been the chief l1arshal of the many things that have to come together for a Budget presentation. And I know hat there are many members on this side of the House who have had to live with Charlie Curtis and many members opposite who know who Charlie Curtis is, who would also agree with me. May I also extend, in addition to that, the thanks to the staff who have backed him up in the work that has gone into this presentation.

Mr. Speaker, traditionally, the end of one decade and the beginning of another is a time for...appraisal, for reassessment, reassessment of directions, reassessment of goals and reassessment If accomplishments.

In Canada, such a reappraisal is overdue. During the 1970's the accomplishments have been less than we could have expected, and too often were somewhat transitory or illusory, while the problems, both economic and social have intensified and fueled a lack of confidence in our people, who by every yardstick known, should be not only confident but demonstrably leading the way in economic and social achievement.

For 10 years and longer senior governments, both federal and provincial have been mortgaging the future of this country without due regard for the validity and integrity of the present economic case, and the heritage of our children, that they have a right to expect.

A sluggish economy, inflation and unemployment, more often than not, aided and abetted by government policy, and larger and larger deficits, are only some of the problems which we must rackle successfully if we are to make the '80s a "Decade of Development."

The next 10 years will bring this country face to face with among the most important economic and political challenges since Confederation.

For Manitoba, the challenges will, in many ways, be a representative microcosm of those facing the Nation. Mr. Speaker, that's been true since 1867, since 1870. The decisions we take now, and in the next few years, will be critical in determining whether the 1980s and indeed the remaining 20 years of this century, will see the realization of our province's full potential.

Based on the problems of the past several years, some forecasters have been less than optimistic in their predictions for the near future in Manitoba, and assertions have been made by some Socialists and other naysayers, that the private sector of our economy is unable or unwilling, to provide the sufficient stimulus and impetus, for sustained growth. And that the state must move in with massive expenditures of taxpayers' dollars on projects of doubtful viability, regardless the obvious implications of deficits and over-expenditures.

Those kinds of predictions, Mr. Speaker, and that kind of attitude are indicative of precise the type of negativism we have to overcome in Manitoba, and overcome quickly. While in some cases it may be well-intentioned, too many times it's self-serving, designed to support a misguide ideology that an ever-growing public sector, more and more government intervention, takeover and control, are essential and inevitable. It's also destructive, because it causes uncertainty and undermines the confidence that is so vital to assuring the productive investment, and the permanent job creation, which only the private sector can in the long term province.

Mr. Speaker, confidence is fragile, and once eroded, it's difficult to restore. Our government is not underestimating the rebuilding tasks ahead.

On the other hand, we know we have a strong support from the vast majority of Manitoban for the goals and policies we have established thus far. The citizens of this province are well away, of the alternative - the wasteful, doctrinaire approach which led directly to the stagnation of the, 70s, the late 70s, from which we are only now beginning to emerge.

In an attempt to support some of their claims about current economic issues, our friends opposite sometimes like to quote selected statistics from sources of various origins, but I would like to suggest that one of them, coming from the Conference Board, isn't particularly significant. Unfortunately in quoting the likes of the Conference Board they seem to have forgotten what the Conference Board said in January of this year, in January of 1979, and I quote, and it says: "For Manitoba 1978 and 1979 can be characterized as years of moderate recovery, in the non-agricultural sector at least, from the sluggish economic conditions prevalent since 1975." I'm talking about Manitoba Mr. Speaker, not about Canada. "The period between 1975 and 1977 was one of general recession in the province. . . "It wasn't, Mr. Speaker, to that extent, in Canada. ". . since constant dollar non-farm production (which captures business cycle swings in production more closely than does total provincial output)", in that period, "did not register any growth at all"

Mr. Speaker, while we don't always agree with the Conference Board's forecasts, we have few problems with their after-the-fact analysis. Mr. Speaker, the after-the-fact analysis of most is usually more accurate than the forecasts. It confirms what the members opposite wouldn't admit, but who the people of this province could sense: Their policies were ineffective and inappropriate and direct cause of stagnation in our economy. New directions were essential and the citizens of Manitoba recognized that clearly when they went to the polls in October of 1977.

Mr. Speaker, our government's primary objectives for the 1980s can be stated quite simple to ensure that it is a decade of responsibility and accountability in government and a decade recovery and stability for the Manitoba economy and for all of our people.

These basic goals are closely related. A sound, responsible budgetary policy is an essentia1 prerequisite for sustained economic development. Our specific economic objectives are clear and straightforward as well: Strong, steady growth in employment and income centred in the productive private sector; A continued fight against inflation, insofar as it is within our power to do so;

Greater stability and fairer returns in agriculture - still the backbone of our economy; Renewed development of our natural resources for the benefit of northern Manitoba and the, entire province; Expansion and diversification of our industrial structure, particularly in manufacturing, where the greatest potential exists for permanent job creation;

Increased competition and reduced government intervention in the day-to-day decision-making that is so essential to making our market economy work effectively; and a cost of government, Mr. Speaker, that is within the means of our taxpayers. Mr. Speaker, those are the details of the goals of this government for the 1980s.

We want to ensure that the increased opportunities for economic expansion in Manitoba will benefit all of our citizens. Let me make it clear that the key work word is "opportunities". We believe in individual initiative and in providing incentives for hard work, risks and special skills. That the essence of our market system and the key to realizing - - our potential. We generally reject rigid controls, except in extreme situations, and we categorically reject state-impose distribution schemes that would presume to tell the people of this province what they can or cannot earn to support their families or to provide for their retirement years. The infamous "two and half to one" income levelling formula propounded by the Opposition, and their dogged adherence to the proposition of taxing estates in a punitive way are blessedly, things of the past.

For pensioners, and others who need assistance, income support programs must be sufficient to ensure dignity and well-being, but for people who are able to work, permanent, productive employment is the answer, not "make-work" projects, or welfare-type payments which discourage initiative and foster a debilitating dependence.

As I indicated earlier, these economic goals are directly related to the key fiscal policy objectives set out in our first Budget last year, which were: First - Continuing moderation in the rate of government spending, to reduce the public sector's :share of gross provincial product over time, and lessen its demands, in relative terms at least; Second - greater efficiency in government programming, to ensure that improved and expanded :services can be provided for those who require them; Third - rationalization of taxation measures, to simplify our tax structure and make it more competitive; and Fourth - improved financial reporting, to ensure that the citizens of Manitoba have up-to-date, factual and understandable information about their government's budgetary position and performance. : In the 1978 Budget, I made it clear that our challenge is not to restrict essential services for the people of Manitoba, rather it is to help build and maintain the economic base which will make these services possible. Mr. Speaker that is the overall goal.

Nine months later, in the 1979 State of the Union Message, President Carter said much the same thing in outlining his objective of a new foundation for the American economy. I think some of his words bear repeating here, and I quote: "In our government it is myth that we must choose between compassion and competence. Together, we must build the foundation for a government that works and that works for people. To be successful, we must change our attitudes as well as our policies. We cannot afford to live beyond our means, to create programs we can neither manage nor finance, or to waste our national resources. It is not enough to have created a lot of government programs. Now we must make the good programs more effective, and improve or weed out those which are wasteful or unnecessary. "

Mr. Speaker, I hear the Leader of the Opposition saying that Jimmy Carter is a second Herbert Hoover. Mr. Speaker, I would remind the Leader of the Opposition that Jimmy Carter was possibly elected by a number of .the same people who he may have supported in that country in their particular election, given that alternative. The fact that consolidation and rationalization are recognized to be necessary in the United States where the scale of government activity, in relative terms, is substantially smaller than in Canada, underscores the urgency of similar action in this country.

Greater program effectiveness has been a top priority of our administration since we took office and as I said earlier, it was one of the major objectives outlined in our first Budget last year.

I described our government's 1978 Budget as a transitional budget, the first step in re-establishing
 sound financial and economic base for recovery in our province.

That Budget served its purpose and it served it well. Almost every sector of the economy experienced an improvement in 1978. In some cases the improvement was modest and less than we would have liked to see, but in others it was substantial and encouraging to our government and to Manitobans.

After barely 18 months in office, we can point with a sense of accomplishment to growing evidence that a turnaround is taking place and that the people of Manitoba can now look ahead to the 1980's with genuine and justifiable confidence.

In only a year and a half, measurable progress has been made toward everyone of our economic and financial objectives and later I'll give some further details, Mr. Speaker.

Possibly the best evidence, however, can be found in the "bottom line." The heavy and restrictive deficit burden which we inherited from our predecessors has been reduced in a major way in the Last year by even more than we had anticipated in our 1978 Budget, despite the fact that our government introduced a number of significant tax reductions in line with our commitments to the people of Manitoba, Mr. Speaker. .

Many sceptics suggested that it couldn't be done, that the deficit could not be reduced and, Mr. Speaker, the sceptics were fairly well represented by the members across the way, and that taxes could not be cut without serious disruptions and deterioration in essential services. In fact, Mr. Speaker, I believe that we have proved that it can be done.

Those who argue differently have failed to prove their case. They have only succeeded in demonstrating their totally irresponsible disregard for the hard-earned tax dollars that must support government programs in this province.

In many ways, our record stands as a model for other jurisdictions which are now following a similar course and the First Minister of our province deserves much of the credit for influencing the other First Ministers in early 1978 to take their positive joint positions of goal setting in relation to private and public sector responsibilities in fighting inflation and strengthening our combined economies. This kind of courageous, common-sense leadership will continue to be badly needed at all levels of government for the 1980's and beyond and, Mr. Speaker, I'm guaranteed it will be available.

Mr. Speaker, our administration will continue to aim for a balanced Budget, not necessarily o~ a rigid "every-year" basis, but certainly over a medium term period when economic conditions further improve. We believe a permanent Budget deficit would mean permanent disparities and permanent erosion of our economic strength and our ability to maintain services.

Perhaps the greatest challenge for our Administration and others in the 1980s will be to hold to this course of fiscal responsibility, and not be drawn towards the shoals of superficially-attractive, but costly short-term "Band-Aid" solutions, whose immediate impact may appear to be positive, but whose long term effect could well be to undermine our recovery.

Mr. Speaker, tonight's Budget is an important part of our response to that challenge.

Mr. Speaker, I want to look at 1978. Earlier I pointed out that almost every sector of the Manitoba' economy experienced an upturn in 1978. Most of the facts are already well known, and members will find an economic review with the full details included with the text of this Address when it's, tabled at the end of it.

For all Manitobans the 1978 highlights are as follows: A gross output of over $9.5 billion - an increase of about 10 percent over 1977;
Real growth of close to 3 percent, compared to almost no. growth at all the previous year; Private sector capital investment up 22 percent - three times the increase the year before; and the fastest growth of any province in Canada, Mr. Speaker;
 A 21 percent increase in the value of agricultural production - almost double the growth often the year before;
A 26 percent increase in Farm Cash Receipts, compared to no growth in 1977; Nearly a 17 percent increase in manufacturing shipments - four times the percentage in the last year our friends opposite were in government.

Mr. Speaker, I think that's an important one; the previous two have more to do with circumstances that are closer to the natural elements, the manufacturing part is one that is very critical and very important to this Manitoba and has been throughout its history.

A 29 percent increase in Housing starts, compared to under 1 percent in 1977, Mr. Speaker~ Mr. Speaker, that's probably one that's almost worth repeating, although I readily admit that the now absent Member for Fort Rouge would probably be the only one over there that would be: responsive to something like that because he was conscious of housing.

A 9.3 percent increase in retail trade, double the increase in the previous year. And perhaps most encouraging of all was the strong rate of employment creation in the province. On average, there were 11,000 more jobs in 1978 than there were a year earlier. The rate of increase was nearly four times that of 1977, and the private sector accounted for the entire increase, Mr Speaker. Manufacturing employment alone increased by 5,000 and is approaching former level following a serious drop-off, and statistics today, Mr. Speaker, will more than verify that because there has been another further increase.

While the average unemployment rate for the year was higher than in 1977, it remained well below the national average, and over the last several months, including April, for which figures were released today, the rate has been below 1977 levels on a seasonally-adjusted basis.

The strong increase in employment last year was reflected in improved incomes. Both total personal income and personal disposable income increased more quickly last year than in 1977 in each case by over 10 percent according to our preliminary estimates and by more, according to the latest estimates released by the Conference Board in Canada. Of course, it's important till emphasize that in the national context some of these year-over-year increases appear relatively modest when compared to those in some other provinces, and in certain sectors the growth rat~ was lower than a year earlier. Tourism experienced its second slack year, and in mining the value of production decreased from 1977 levels although revenues to the province recovered somewhat late in the last part of the fiscal year.

The difficulties facing the world-wide mining industry were, of course, foreseen and well known,' but that was no consolation in view of the importance of this key industry to our total economy Fortunately, there are signs of an upswing in mining, and there have been a number of predictions that 1979 will be a year of renewed strength. Later in my comments I will outline specific proposal~ designed to ensure that the tax laws of this province won't undercut this projected improvement.

Mr. Speaker, before I deal more generally with prospects for the balance of the current year, I want to touch briefly on a matter that was raised earlier in this Session, the question of migration patterns, both to and from our province. As has been stated a number of times, the net migration figures for 1978 were larger than in the previous years, but not because of the greater than average

Dutflow of Manitobans. The figures reflected reduced in-migration and the same phenomena occurred.

In the majority of other provinces, as well. While recent quarterly population estimates from Stats Canada have indicated a slight downturn, the same pattern has not been reflected in the population locals generated from the records of the Manitoba Health Services Commission, Mr. Speaker, which we tend to take more seriously than Stats

MR. CRAIK: Thank you, Mr. Speaker.

Obviously, the general question of out-migration is a concern for any government. Manitoba is continuing to lose too many of our well-trained young people, although possibly now more to the 'hot" economies of our western provincial neighbours than to Ontario. But while the destinations may be changing, the general trend has been a fact of life in this province for far too long and, although we believe our policies should reverse the trend gradually, we aren't likely to see a dramatic change in the near future and are not predicting one. I would remind the members opposite that they had an opportunity to help alter this longstanding pattern but instead they imposed the most punitive, incentive-destroying tax system in this country and could that with musings about "two and a half to one", the "Big Brother" formula, Mr. Speaker.

For the remainder of 1979, the outlook for the Manitoba economy and for the national economy, is well, is somewhat mixed, and the current flood situation adds some uncertainty. Even before he late spring the agricultural sector, by most of the prognosticators, had been expected to show less strength this year than it did last and now forecasts may have to be reviewed again.

We also remain very concerned about the impact of national policies on our province. Mr. speaker, I don't blame the members opposite as my colleague, the Minister of Highways, says, or not understanding the agricultural picture. But it is, after all, a fact of life when a large chunk of our productive land is still under water. They don't realize that you're farming for grain and not fishing for fish.

Unfortunately, relatively little federal-provincial economic and fiscal policy consultation has taken place in recent months because of the political situation nationally. Following what was widely recognized as an inadequate federal Budget last November and a relatively unproductive National conference on the Economy later the same month, another Budget was expected this spring, but it did not materialize and now there probably can't be a new Budget until late summer or early. Obviously, this hiatus has played a large part in the uncertainty now being expressed by most forecasters in Canada but that period should soon end, with the federal election.

Despite clear commitments and a great deal of rhetoric, the federal government has failed to take effective steps to bring its spending under control and to reduce its deficit. There is little doubt that a significant portion of the inflationary pressures which are continuing in this country are attributable directly to its inability or unwillingness to implement effective financial management the Report of the Royal Commission on Financial Management and Accountability, Mr. Speaker, which has been surprisingly somewhat downplayed during this period of the election when it could lave been a matter of some relativity to the electors of this country, and the Lambert Commission report made that very clear when it was released in March. For those in the House who may have read it, or may not have read it, I recommend it highly. Its conclusions and its proposals have elevator nee not only for the federal government but also the entire public sector.

There are a great many passages, and I want to quote one, in particular, to you. And I quote, and it says: "When we reject unemployment, as we all do, then we must ask ourselves unflinchingly, that is the cause of high unemployment? Quite simply and unequivocally it is caused by paying ourselves more than the value of what we produce. It is an absolute fact of life which no government, ,e it left or right, can alter. We used to think that you could just spend your way out of a recession and increase employment by cutting taxes and boosting government spending. I tell you in all and our that that option no longer exists. . . " -(Interjection)- It no longer exists, Mr. Speaker. . . . and that insofar as it ever did exist, it worked by injecting inflation into the economy. And at time that happened the average level of unemployment has risen, and each time we did this the twin evils of unemployment and inflation have hit hardest those least able to stand them our own people, the poor, the old and the sick."

Mr. Speaker, that wasn't said by Mr. Lambert and it wasn't said by Herbert Hoover or Jimmy carter; Mr. Speaker, that was said by the Prime Minister of Great Britain, James Callaghan, in 1976. (lnterjections)- Mr. Speaker, James Callaghan sensed. . . Mr. Speaker, despite the comments of the Minister of Health, James Callaghan wasn't recognized as an arch Conservative; James Callaghan, unfortunately, knew what was taking place, knew the lesson from experience, but, unfortunately, too late in his political life, and our friends opposite, it's also too late but it's never too late to learn, although it may be for members opposite like the Member for Brandon East, who have been insulated from practical economics for many years.

Mr. Speaker, the decline in the Canadian dollar and the concurrent rise in interest rates over the past year reflected many of the fundamental problems outlined in the Lambert Report. While the dollar has moved upward somewhat in recent weeks, and while there has been speculation that the Bank of Canada may reduce its lending rate from its present record level, there is little doubt that both will have played an important part in influencing the final statistics for 1979.

The fall-off in the value of our dollar has provided one virtue out of the bad management of our economy over the past many years in Ottawa, and that is by helping our competitive position, On the other hand, the increase in cost of interest has acted to reduce or defer potential investment, particularly, we believe, in provinces such as ours where small businesses predominate. And, of course, interest rates and the dollar have continued to fuel inflation and added cost pressures which could undermine the competitive gain to the last year or so.

We believe that the Federal Government has paid far too little attention, in both its fiscal and monetary policy decisions, to the differing regional and provincial effects such decisions can have, These concerns have been an important topic at the last two First Ministers' Conferences on the economy and at the most recent Western Premiers' Conference, Mr. Speaker, where it was agreed that steps should be taken to ensure regular provincial input to monetary policy formulation. Meetings with the Governor of the Bank of Canada will be held in the near future to consider various options for improved consultation. The western provinces have also agreed to work more closely together in preparing overall development strategy proposals for consideration by the next Federal Government.

Despite our concerns for the negative effects national policies can have on our economy, we acknowledge the willingness of the Government of Canada to provide financial assistance, on a cost-sharing basis, for some of our provincial initiatives here. While our government has expressed the view that more flexible arrangements would be preferable in the DREE Agreements, we have entered into important new agreements with the Federal Government, in the fields of industrial development, agriculture and tourism. These agreements, coupled with the existing Northlands Agreement and related rural infrastructure programming, constitute a comprehensive set of initiatives designed to stimulate several of the most important sectors of our economy.

These programs are being administered through the reorganized and streamlined governmental structure, including the new Department of Economic Development, and through the Department of Finance, the Cabinet Committee on Federal-Provincial Financial Arrangements, and, ultimately, the new Economic Development Committee, Chaired by the First Minister.

We also expect tangible economic gains from our current efforts to reduce regulatory burdens on the private sector. This activity is still in its initial stages, and is being carried on in co-operation with the Federal Government and the other provinces, in conjunction with the special Economic Council review proposed, Mr. Speaker, by our own Premier at the First Ministers' Conference in February, 1978. While the process of reducing regulations, and even controlling their spread, is a difficult one, the potential benefits to the economy are immense, and this initiative is one to which we intend to devote increasing time and staff resources in the coming months.

Mr. Speaker, I would point out here that one province, within this time-frame since this was a major topic of discussion, has established a Department of De-Regulation, having recognized the important impact it has on citizens and on the economic structure of our country.

Our overall outlook for the Manitoba economy for the balance of this year is for continuing moderate growth. Improvement should be reflected in several key sectors, including manufacturing, Mr. Speaker that was reflected today in the employment statistics that were tabled. And we are encouraged by forecasts which indicate that a reasonably strong rate of employment growth is likely to be sustained for the year as a whole.

We recognize and have acknowledged that the substantially-reduced scale of capital expenditures for Hydro has had, and is having, some temporary dampening effect on the economy. But, with current overcapacity, the maintenance of earlier levels of activity simply could not be justified on any grounds, and as is well known, the previous government had made no effort to plan for an orderly phase-down of construction. As a result, the increasing evidence of recovery in the private sector is extremely important.

In these circumstances, we are firmly convinced that it's appropriate, and, in fact, essential that our government maintains the basic fiscal stance that we adopted last year.

Now, Mr. Speaker, the year-end position - 1978/79. Our last financial report for the 1978/79 fiscal year, the third quarter statement covering the period to the end of December, 1978, indicated a slight improvement in the projected year-end position relative to earlier forecasts.

I am pleased to report tonight that the improvement has been significantly greater than was anticipated with three months to go before the end of the year.

According to preliminary, unaudited figures from my department, figures which are not completely firm in some cases, but I know that will be basically on-target when the final facts come in, it appears I that the deficit in the year just past, including expenditures based on capital authority carried forward from previous years, all inclusive, Mr. Speaker, was approximately $83 million. This total is some $47 million lower than the $129.8 million projected in the third quarter financial statement.

Even more significant, Mr. Speaker, it is $108 million less than the $191 million year-end deficit recorded in the 1977/78 fiscal year, even then brought under control by this government and budgeted by those fellows opposite. Mr. Speaker, I should correct that, it wasn't budgeted, but it was, Mr. Speaker, where they were headed. A reduction, Mr. Speaker, over that, over the $191 million by about 57 percent or more than half in a period of 12 months. Mr. Speaker, about one-third of the improvement in the deficit in the last three months of the fiscal year, was attributable to reduced expenditure growth, and about two-thirds to improved revenues. Total expenditures for the year were some $17 million lower than projected at the end of the third quarter, while revenues

increased by approximately $30 million, about $10 million of this improvement resulted from mining revenues received late in the year.

Earlier estimates made it clear that Manitoba's rate of spending growth in 1978/79, would be the lowest of any senior government in Canada. The year-end figures provide confirmation, Mr. Speaker. Mr. Speaker, I very clearly recall the statements from the members opposite, that it was in fact impossible, it wasn't true, it was an understatement of expenditure growth last year. I want to say that with these year-end results, these preliminary year-end results, that with those results in place, 1978/79 as compared to 1978 showed zero growth, in terms of expenditures by this government.

Mr. Speaker, zero-government expenditure growth, Mr. Speaker, and that included the fact of very substantial reductions in taxes to the people of Manitoba. Very substantial reductions in taxes, Mr. Speaker, in that same year, to the people of Manitoba.

Mr. Speaker, the preliminary unaudited statement, the quarterly statement that I referred to, should probably be available in about a month's time or so, and that, I'm sure will verify the figures I have given you here tonight.

I can advise members that the 1978-79 figures include approximately $19 million in expenditures based on capital authority carried forward from previous fiscal years. Last year at this time it was suggested, not only suggested but debated at great length and with great fury that these expenditures would increase the deficit estimated in the Budget, Mr. Speaker. I don't think anybody can forget those debates, Mr. Speaker, there were suggestions that they didn't think it was quite honest.

Mr. Speaker, there was another suggestion that went further and he said, he's a liar. There was another suggestion that he's a bald-faced liar. I don't know the difference between a liar and a bald-faced liar, Mr. Speaker, but that was the statements by the members opposite with regard to the projected figures from last year.

Mr. Speaker, I should point out too, that none of those were ever retracted, and I don't think they ever will be, Mr. Speaker, because that's the breed of cat we're dealing with now in this legislature.

As I indicated some weeks ago, when tabling the Main Estimates. Mr. Speaker, the 1979-80 represent in effect, a zero-base approach insofar as capital authority is concerned. Authority 1eeded this year has to be voted this year, another innovation designed to enhance accountability, Ii1r. Speaker, and we will get it down to the point where we know exactly what is being voted every year and we'll know exactly what is being spent ever year, and that will be a new change for this province, Mr. Speaker.

I can recall, Mr. Speaker, six, seven years ago, sitting on that side of the House and in pressing the Minister of Finance at that time and asking what was in Schedule B Capital, I found out there were gestetners in it. Mr. Speaker, gestetner machines are not capital in my book, they're not capital in anybody's book that has an ounce of responsibility in accountability. Mr. Speaker, that day is over. Gestetner machines will not now be in capital, gravel piles will not now be in capital, they will all be in expenditures that the people of Manitoba will know they're expending for current purposes, even though they're in that grey zone, or maybe in that grey zone between current and capital. Those days are over.

MR. CRAIK: Mr. Speaker, the Main Expenditure Estimates for this year which were tabled earlier n this Session, showed an increase of 5.56 percent over the Estimates of 1978-79. Mr. Speaker, depending on the flood costs and other factors - and I point out here that the flood costs for this year are gross figures, they will show as an expenditure although there will be a significant recovery from the federal government for those expenditures, will show as an expenditure and therefore will be a factor in showing what the percentage increase is this year over last year.

The increase in actual spending between the two years could be somewhat higher than this percentage, and mainly for that reason. The 1979-80 Main Estimates did not, of course, include provision for supplementary Estimates and special warrants or for lapsing. I note that the federal government, in its Estimates, provides some allowance for both factors in establishing its annual targets. While we're not in a habit of looking to them for accounting or financial management advice, it may well be a practice which warrants consideration for adoption in Manitoba at some time in the future.

Mr. Speaker, I say that because we're now on the basis of combined accounts and we have no more of this nonsense of the capital carry forward that we had in previous years. So Mr. Speaker, although I said last year that the lapsing would very likely offset the capital carry forward, which it more than did, Mr. Speaker - we don't have capital carry forward now, I expect that the lapsing factor, which the federal people have now integrated into their budgets, ought to be something that ought to be shown in the budgets in general from now on. However, it's only a matter of presentation, in the final wash it all comes out at the end of the year.

Generally, I think it's fair to say that the federal government could learn a great deal from looking at the systems that we've adopted. First of all, and I point to the operation of our treasury board system, which is now fully operational, that has now set aside the former operations of the former government in that there are dozens of people that sat on their management committee and there are dozens more that sat on their planning and priorities committee that were somewhat integrated, that we have the treasury board system fully operational. It is small in number, the responsibility has essentially, in the management and planning area, been vested in the departments, it is working exceedingly well, the Ministers have assumed their responsibilities in this regard, and the accountability emanates through the departments, primarily for the planning and primarily for the management, and Mr. Speaker, I can suggest to you that that is a very major change in the operation of this government compared to the last government.

Important new accounting and other financial management procedures are being introduced in amendments to The Financial Administration Act now before the House, many of which are in line with the Lambert Royal Commission Report. Our stepped-up financial reporting system is working well and providing the people of Manitoba with far more complete and timely information on our budgetary position than has ever been available before in this province.

Mr. Speaker, we feel that these measures are essential steps toward our basic objective of greater responsibility and accountability. Their effectiveness is already evident in the Estimates which are now before the House, and in the year-end figures for 1978-79 which I outlined earlier.

In an Appendix to this Address, members will find some interesting tables showing the trend, in government expenditures in this province in recent years. I think that they will show what cal'\ be achieved, Mr. Speaker, by a responsible government, and in a short period of only 1B: months.

Last year, all eleven senior governments in Canada made a formal commitment to hold, expenditure growth rates at levels lower than the rate of growth of the GNP, or the GPP, the Gross Provincial Product, to reduce the public sector's demands on the economy and to leave more room, for expansion of the productive sector, private sector. And in Manitoba, it's clear that this commitment is being met. In fact, and I think that this is probably one of the most important indicators that statistics will give you, because they're after the fact statistics and not the ones that mislead some members of this House. In fact, we've been able to reduce the provincial I government's share of the total output of our economy by a full 1.7 percentage points, from a record high of 18.9 percent of the GPP in 1977, to 17.2 in 1978.

Mr. Speaker, the members opposite would not appreciate that, although I know that Mr. Callahan having been through the mill, would. Having said this, I want to re-emphasize that the ultimate purpose in holding down this overall expenditure growth, is not to restrict essential services, it's to help build and maintain the economic base, which on a lasting basis, will make the services possible.

The fact is that priority programs in the key fields of health, education and economic development are all being provided with increasing tax support, in many cases at a rate faster than the average growth rate of total provincial expenditures. For example, despite all the loose talk about cutbacks in health spending, there has, in fact, been an increase of $47.3 million in the Estimates of the Department of Health and Community Services this year.

Mr. Speaker, one side comment. I noted a premeditated, paid political announcement on the radio as I came to work this morning, by the current federal government, the Liberal Party, which said that problems at the University of Manitoba are caused by the fact that the Government of Manitoba are not passing on the funds, Mr. Speaker, not passing on the funds being contributed by the federal government. I think this is one of the most blatant misstatements of fact, the most shameful misstatement of fact that any political party has ever attempted to create.

Mr. Speaker, it is such nonsense it is hardly worth commenting on but it's a fact of life. It is stated as a premeditated, paid political announcement. It shows you the desperate state, Mr. Speaker, that the current government in Ottawa is in when, in spite of the fact that they are the incumbent government, they have to resort to that kind of nonsense. It's a blatant misstatement of fact by what has generally been considered a responsible government, otherwise they wouldn't be government. But if that's the depths of their irresponsibility, they are a short-lived government.

Mr. Speaker, at the time of course that I referred to, it is necessary to remember that the Main Estimates also provided for an increase of approximately $20 million in public debt charges for 1979-80, an increase which resulted in part from foreign currency exchange rate fluctuations and in part from the deficits of previous years. Inevitably an increase of this magnitude and prospects of further increases in the future must limit flexibility and necessitates the most rigorous possible evaluation of priorities and program options. Mr. Speaker, I don't have to remind the members of the House that those obligations, the $20 million obligations, are statutory and are not at the discretion of this House in terms of a vote.

Mr. Speaker, I now want to deal with the Supplementary Estimates for 1979-80. Later this year, our government will be presenting a White Paper containing proposals for improving and rationalizing tax relief programs and in a broader way, other income support programs which are either in effect or under consideration. Our objective in presenting this White Paper is to permit the proposals 10 be exposed to wide-ranging review and evaluation and to ensure that comments and suggestions can be received from specific groups, as well as from the general public.

The government is considering the possibility of convening a special session of the Legislature this fall to enable members to discuss and debate the White Paper proposals and to consider follow-up legislation, where appropriate, along with Supplementary Supply if required.

Mr. Speaker, for this reason we are advising local governments that there will be no change in property tax assistance measures this summer. Homeowners will continue to be eligible for up 10 $225 in rebates on their property tax bills for 1979 and those homeowners who are pensioners will be entitled to claim up to an extra $100 to offset school taxes in excess of $375 for the year.

At the conclusion of my address tonight, I will be tabling Supplementary Estimates providing an amount of $1,650,000 to cover the cost of maintaining the Manitoba Supplement for the Elderly on its current basis for the balance of the year, if need be.

Mr. Speaker, last week the House approved separate Supplementary Estimates to provide for an additional $5 million for expenditures related to the current flood emergency, bringing to $5.3 million the authority available to cover flood-related costs. A partially-offsetting revenue addition of approximately $2.5 million from the federal government is also being assumed and this will be shown in the Revenue Estimates.

The $5.3 million total is, of course, provisional at best. It is intended to cover immediate costs; "e recognize fully that it will almost certainly have to be augmented later.

With respect to the flood emergency itself, I want to state that our government has been pleased with the assistance we have received from the federal authorities, the cooperation of the municipal governments has also been excellent, and the attitude and support of all Members of this Legislature ~as been commendable.

A tribute should also be paid in a formal way to the former Premier of our province, the Honourable Puff Roblin, for his foresight and determination in proceeding with the Winnipeg Floodway, the shortage Diversion, the Shellmouth Dam, and the dyking systems protecting communities in the Red River Valley. The correctness, Mr. Speaker, of those decisions is now accepted and indeed acclaimed universally, as it should be.

MR. CRAIK: Well, a little bit' across the way." Over the years they have prevented hundreds of millions of dollars in damages and the net benefit' the impact on the provincial economy, would be difficult, if not impossible, to calculate.

Most important of all, the citizens of our province, individuals and families, old and young, have demonstrated to themselves and to other Canadians that the traditional values of self-reliance, cooperation, community spirit and hard work together to preserve and protect homes, farms and businesses, are still alive and well in our province. Mr. Speaker, we have one problem, if I recall he Fifties and it has been pointed out to me by some of the people who were here in the 1950's and after, including myself, that it did take us about two years to overcome the image of being still under water. Mr. Speaker, that is a pretty significant and important factor that is hard to pull a measure on in terms of our ability to maintain our important position in Manitoba in terms 01 attracting the type and the extent of industrial development that we want in this province.

Mr. Speaker, I am certain that I speak for every member in this House in saying that in total tonight, in terms of the total flood effort, we all feel somewhat privileged to be able to represent those people who have pitched in on their own and done so much in this effort.

Mr. Speaker, I will be tabling Revenue Estimates for this year, 1979-80, totalling $1,689,600,700.00. I am pleased to announce that these Estimates include no provision for an~ increase in provincial taxes this year. Mr. Speaker, they allow for some selective direct reductions and for a major indirect reduction as well as for an extension of the permanent tax cuts announced when we took office and in our first Budget.

Last year we estimated that the net saving from these tax reductions, including the temporarily retail sales tax cuts, which was financed partly by the federal government, was approximately $83 million or about $83.00 for every Manitoban.

In 1979/80, these changes, including: The 2 point reduction in the Personal Income Tax Rate; The expiry of the Personal Surtax at the end of 1978; The reduction of the Corporation Income Tax Rate and the increased Corporate Capital TAX Exemption for small businesses; the elimination of Succession Duties and Gift Taxes, and Other changes, including elimination of "Nuisance" Taxes; will save Manitobans $31 million or a net basis this year.

For 1979/80, we propose to supplement these reductions with additional relief measures. First of all, Mr. Speaker, I am pleased to announce a number of selective Sales Tax reductions effective at midnight tonight.
.

First - The exemption level for restaurant meals will be raised from $2.99 to $4.00;

Second - for farmers, tax will no longer be applicable to purchases of tractor-mounted: snowblowers for farm use, or to granaries, other than for multipurpose buildings;

Mr. Speaker, I would recall, Mr. Speaker, that the granaries exemption applied to 1969 and ways re-imposed by the former government who felt they had to get at this major form of revenue for the province of Manitoba.

Third - the exemption for used clothing and used furniture will be raised from $25 to $100 and for used footwear from $5 to $20;


Fourth - a full exemption will be provided for purchases of sandbags for flood control purposes which I'll note later;

Fifth - purchases of firefighting equipment by municipalities and Indian Bands will be exempt;

Sixth - the exemption for safety equipment will be extended to purchases by employers as well as employees; and

Finally - Mr. Speaker, after eight long years, after having introduced a Resolution into this House and having it accepted unanimously in this House, but when I was on the opposite side of the House and accepted by a government that didn't have the intestinal fortitude to bring it in, or never could' answer why they didn't, the exemption for children's clothing will be extended to cover all clothin6 and footwear purchased for children up to and including age 14. The present general size exemption will continue unchanged, while purchasers of larger-sized clothing and footwear will be able to take advantage of the extended exemption by completing a simple age declaration. Mr. Speaker, what the people who have families, and there are a lot of people who have families oddly enough this province, have wanted since his was brought in.
t

Mr. Speaker, the estimated revenue loss from the extension of the children's clothing exemption is around $1 million this year, while the restaurant meal exemption increase is expected to reduce revenues by $800,000 annually. The remaining Sales Tax changes are expected to cost abol1l $250,000 a year.

In addition, we propose to refund, by Order-in-Council, any Sales Tax which may already have been paid on the sandbags for flood-fighting purposes this Spring - an anomaly, Mr. Speaker,1 which we only became aware of and, Mr. Speaker, which more importantly never should have existed Mr. Speaker, members opposite had 8 years to make these changes and didn't make one. They increased them rather than lessened them.

Mr. Speaker, the Motive Fuel Taxation, to lessen paperwork and red-tape, we also propose to permit road builders and other users of motive fuel for off-highway equipment to purchase coloured fuel for those purposes at the reduced tax rate of 2.2 cents per litre. This measure will eliminate the present practice of having those persons originally pay the full rate of tax, and then apply for partial refunds.

That change, Mr. Speaker, will take effect July 1 this year, and should be of particular assistance in the construction industry. We also announce, Mr. Speaker, by separate way of Order-in-Council, apart from the Budget address, that wooden concrete forms in the construction industry were also being exempted from the tax but is similar in nature to this type of change. We don't expect revenues to be affected by that particular deregulation measure.

Mr. Speaker, in the field of Resource Taxation, I think that this is one of the more critical and important measures that I want to discuss with you. During the last election campaign, our Party made a commitment to respond to concerns expressed by northern residents and by the mining industry about the detrimental impact of mining exploration and development in Manitoba, and of 1he incremental royalty rates implemented by the previous administration in 1975 - and to concerns ~bout the subsequent diminution in the contribution which the mining industry is capable of making to employment opportunities and incomes in this Province.

Since taking office, our government has carried out a complete review of the metallic minerals loyalty legislation. We have also participated in a joint federal-provincial study of the entire structure )f resource taxes and royalties in Canada.

Both our internal review and the Federal-provincial study confirmed that the general tax and royalty levels facing the mining industry more than doubled between 1971 and 1975 - and, that the Manitoba -(lnterjection)- Mr. Speaker, I have to remind the agreeable people across the Nay that it's royalty levels not revenues - and that The Manitoba Metallic Royalty Regime, in combination with national Income Tax changes since 1971, resulted in the industry in this province facing potential total taxation and royalty burdens which are higher than anywhere else in Canada.

Our concern was aggravated further by the fact that these increases in taxation were accompanied by:

First of all - an increase in the proportion of mineral investments by Canadian-based firms and mineral exporting countries with which Canada competes;

Secondly - declines in Canadian exploration' research and development expenditures in the mining industry, and; An average decline in employment in mining, smelting, and refining of 0.6 percent over the 1971-1977 period, compared with the average annual growth rate of 1.6 percent over the preceding decade.

Mr. Speaker, while taxation was not the only factor accounting for these declines, it was, in our view, a major contributor.

Mr. Speaker, along with the Minister of Mines and Natural Resources I had an opportunity and ,e had an opportunity to attend the conference that dealt with this at some extent in Ottawa in December of 1978, and one of the major factors that came home to register at that conference ~as that the Canadian industry where it once held a world-wide reputation of being a leader in hard-rock mining, had very rapidly, not only was it loosing but had lost the lead, and in the view ,f those assembled, it was primarily due to the attitudes of the government and the intransigence pf the various governments to make any moves to relieve the industry from what was amounting 10 a tax on success of about 75 cents of each additional dollar earned by the industry, which would accrue to the public sector, Mr. Speaker, which is fine except that it was killing the industry and he research capacity and the technology capacity which it possessed over the lifetime of that industry, which was born and raised in Canada, was lost.

In light of all these factors and in order to restore the Manitoba system to a competitive position n Canada, my colleague, the Minister of Mines, Resources and the Environment will shortly be introducing legislation to reform the metallic minerals royalty legislation. In addition to proposing , series of housekeeping and non-royalty measures, the bill will provide for major reforms in the incremental royalty system, reforms geared towards assuring a realistic royalty system, fair to the 1dustry and .people of our province, a system which encourages development in Manitoba instead If inhibiting it.

One of the most important changes to be proposed is the replacement of the present incremental loyalty rates of 15 percent and 35 percent with a single rate of 18 percent. This change will reduce the maximum potential income taxation and resource charges facing the industry from about 73 percent under the present system to around 56 percent, Mr. Speaker, still a fairly high tax rate in comparison to the tax rate paid by normal industries.

There are several reasons for implementing a single rate system:

One was the high marginal tax rates such as occurred under the incremental rates system identified as a very serious impediment to new mining development;

Dual rate systems discriminate against companies with fluctuating incomes;

High marginal tax rates have led to the perception of Canada as a high-tax country and, as noted earlier, have resulted in reduced investment from abroad as well as from domestic source

Quite simply, dual rate systems of the type in effect in this province are overly and unnecessary bureaucratic.

Mr. Speaker, the reform legislation will also include a major incentive for investment in net facilities, or expansion and improvement of existing facilities. Specifically, it is proposed the companies be eligible for an investment credit equal to 5 percent of such new investments; provide that the credit does not reduce royalties otherwise payable by more than one-half. In our view this type of incentive affords maximum protection for provincial royalty revenues, while at the same time providing the industry with significant encouragement to undertake new activity in Manitoba.

Improvements will be proposed as well for the existing exploration deduction and the processing allowance. This latter change will provide a better environment for attracting secondary processing activity in our province, Mr. Speaker, and I would say that this has been the objective of a government over the years, to attract further processing in the mining industry.

In addition, to assist small quarry operators and to eliminate overlapping and duplicative administration, and in cases, double taxation, we also propose to terminate the taxation of industrial minerals under The Mining Royalty and Tax Act.

As well, in line with the changes to Crown oil royalties implemented on January 1 of this yea changes in The Mineral Taxation Act will be proposed to equate returns from production on freehold land with the returns from Crown lands and provide similar incentives for increased exploration efforts.

Members will be interested to note that our Revenue Estimates contain an estimate of $15 million for the metallic minerals tax in 1979-80, and this is an increase of $12 million over the $3 million originally estimated for last year.

Mr. Speaker, as I noted earlier, this substantial and important increase reflects the improving health of the mining sector.

We are confident that, provided with a public policy environment which recognizes the huge risk involved in resource investment, the mining industry will once again expand in the better competition atmosphere in our province and increase its contribution to overall development.

Our government has also reviewed the tax situation facing individual freehold owners of oil right in Manitoba and has concluded that the federal government's income tax resource allowance ( 25 percent provides insufficient recognition of the actual provincial oil charges paid by these individual Manitobans. As a result, these people find themselves paying income tax on money they did not receive. To alleviate this double taxation, which would otherwise persist, our government intends to rebate to these individuals any net increase in Manitoba personal income taxes - person income taxes, Mr. Speaker - payable after both non-deductibility and the resource allowance all taken into account. This measure, which is expected to cost under $50,000 annually, will be effective for 1979 and subsequent taxation years. I might add that this measure parallels a rebate plan which was in effect for the 1975 tax year' Mr. Speaker, but was then, for some strange reason removed.

Now, in summary of the tax reductions, the tax cuts our government has implemented within the last 18 months, coupled with those announced tonight, represent the first full step toward restitution of a competitive tax system in this province.

We have now introduced important reductions in personal taxes, both income and sales, business taxes, in resource taxes, and in nuisance taxes and others which were impeding initiative investment, and growth in Manitoba, or that are extremely important, Mr. Speaker, to the ordinary taxpayers of Manitoba.

But a great deal more remains to be done before we can point to a tax system which provides both equity within Manitoba and equity between taxpayers in this province and those elsewhere in Manitoba.

While we would have liked to provide further reductions this year, we were constrained by number of factors, including of course our objective of gradually reducing the deficit and reduction in certain federal transfers.

We have also made an important commitment in another field, which I will discuss shortly affecting all taxpayers in Manitoba.

We calculate that the changes in federal transfers announced by the Government of Manitoba last fall as part of its so-called restraint exercise reduced our potential revenue in 1979-80 by about $31 million. The overall growth in federal transfers in 1979-80 is now estimated to be about the same as the overall rate of increase in our revenues.

I want to emphasize this fact to those who have argued that because one component of these transfers, the cash portion of the established programs financing arrangements, EPF, has grown quite quickly, the government should blindly try to match that rate of growth in particular program areas with additional tax dollars without regard for the rate of growth of other federal payments and without regard for our overall budget and the bottom line. To have followed that kind of misguided advice, advice apparently based on a complete misreading of the financing arrangements involved, would almost certainly have had adverse consequences for our deficit, for our ability to hold down taxes, and for other, Mr. Speaker, and I point out, other essential government programs.

In summary, the Supplementary Estimates for flood related costs and extension of the Supplement for the Elderly will raise estimated expenditures tabled now by $6.7 million to a total of $1,780,863,100, with total revenues estimated at $1,689,600,700.00. The resulting budgetary deficit on this basis would amount to $91.3 million. Further on in my Address I will be announcing another major initiative which will increase this amount significantly.

Although the $91.3 million estimate is higher than the preliminary year-end figure of $83 million for 1978-79, it is some $59.2 million, or 39 percent lower than the combined $120.1 million deficit Estimate for last year, plus the $30.4 million capital carry forward.

I might add as well that on the old current account basis, Mr. Speaker, the Budget is now balanced. I make that point emphatically only for the members opposite who adhere very adroitly to that antiquated idea that you can fool the people all the time. As a matter of fact, Mr. Speaker, on the old basis of accounting we would have generated a very small surplus in 1978-79. However, as we have said many times, in our view and also, Mr. Speaker, I might add the view of the Provincial Auditor - in our view and in the view of the Provincial Auditor - that the distinctions which used to be made between current and budgetary capital were artificial, meaningless, and I commented on those earlier. They created a false impression and obscured the substantial real deficit being incurred for "dead-weight" capital expenditures.

Our government's objective, Mr. Speaker, as I said earlier, is to work towards eradication of the combined current and capital deficit as and when the economic conditions permit. A balanced budget on a combined basis, and even a modest surplus, to provide flexibility for special initiatives and to reduce our debt load is not an unrealistic possibility and it remains as our objective and that of all reasonable governments. Although strict balance may well be inappropriate on a continuing, year-after-year basis, it's essential over the medium term to ensure confidence, to protect our economic base, Mr. Speaker, and to maintain the programs and services which we are responsible for providing to the people of this province, and Mr. Speaker, also and more importantly, to not underrate the capability of the people of Manitoba.

Regards capital financing, in recent weeks a number of questions have been raised with respect to the policy of the Provincial Government relative to offshore borrowing. While our policy is straightforward, a great deal of misinformation has arisen to obscure it, so I'd now like to outline the basic guidelines for the record.

When interest rates are favourable, our first preference is to borrow on the Canadian market. Our second preference is the United States, and we will borrow outside of North America only when Canadian and U.S. rates are prohibitive, and when we borrow offshore, Mr. Speaker, it will be on an estimated effective rate.

During consideration of Finance Estimates in Committee of Supply, I indicated that changes in exchange rates had meant a dramatic increase in the potential costs of repayment of our foreign debt obligations. While the figures have improved slightly in recent weeks, they still represent an enormous additional burden for Manitoba residents on top of one of the highest per capita debt totals in the country.

In keeping with our commitment to financial accountability, new accounting procedures will ensure that the people of this province will have accurate and up-to-date information on the extent of this added liability.

I might add, at this point, that the budgetary capital totals included in the Estimates do not reflect the full capital spending programs for both Health and Public School facilities, since the Boards involved borrow on a long-term basis and are reimbursed by the province for annual financing costs through the Manitoba Health Services Commission and the Public Schools Finance Board. Mr. Speaker, I will basically say that for comparison purposes the Schedule A borrowing procedure is still identical to the pattern it has always been. The Health Capital Program provides for about $26 million to be spent this year for such projects as additional personal care home beds and completion expenditures for the Seven Oaks Hospital, as well as the new Cadham Provincial and the Cancer Treatment and Research Foundation. For public schools, planned capital expenditures will amount to around $24.7 million. Mr. Speaker, I can't resist the opportunity to say here that while we're being accused by an irresponsible Federal Government in a predetermined paid political announcement of saying we're not passing on the money to the university, but keeping it, might I ask, Mr. Speaker, has anybody asked them, what are they spending in capital in this province this year? What has been built in this province since the Mint was built? What happened to the Computer Centre? What happened to all of the great announcements? What happened to the Air Canada Centre, besides an empty building at the Airport? Let me really ask you, Mr. Speaker, if capital expenditures are a concern at this point, has anybody thought to ask the Federal Government, midstream of an election campaign, what they're doing? Mr. Speaker, the answer would be embarrassing, but it's a very appropriate question because let's now turn and ask about the facts of life.

Somehow we seem to have gotten this question around as to what the Provincial Government is spending, and the Provincial Government, Mr. Speaker, I can tell you, is doing its part in spades with regard to capital investment in this province.

Mr. Speaker, at the conclusion I'll table Schedule A capital authority requirements for the Crown Agencies and this will total $205 million. This total represents a decrease of $87.4 million, or 30 percent from the authority requested last year.

As usual, the largest requirement is for Manitoba Hydro. It is some $118.7 million, compared to $205.6 million for 1978-79. The request of Manitoba Telephone System is $35.3 million, down $11.7 million from the amount authorized for last year.

In total, we estimate our combined budgetary and non-budgetary borrowing requirements at approximately $350 million. Off-market sources such as the Canada Pension Plan will provide about $100 million of this amount, and the remainder, about $250 million, will be obtained from public market sources.

Mr. Speaker, I now want to deal with what I think is the most important initiative of this Budget, and that is the matter of energy cost in Manitoba and, more specifically, with the stabilization of electrical energy rates.

Hydro Electric Power in Manitoba is one of this province's greatest heritages. Unlike the exhaustible fossil fuels, which are now producing great wealth in our two neighbouring western provinces, the Prairie Provinces, our Hydro Resource is renewable, and even though we can't expect that resource to provide revenue on a scale comparable to those of oil and gas in other provinces, we should, with good management, be able to expect substantial benefits from that resource, and that should include, first of all, the provision of below-average electrical costs for Manitobans, and secondly, the potential benefits of revenue earnings from exports, which can accrue to our population and, of course, from the industrial development that comes from use in Manitoba.

Since the day this government came to office some eighteen months ago, we have pursued an aggressive role directed to building a more secure and more rational position for development of our Hydro resource.

We have, first of all, initiated a study of a Western Power Grid, a potential hook-up in Western Canada which, if proven feasible, as we believe it can be, would allow the logical interconnection of electric utilities to integrate at least partially, and to optimize the consumption of renewable and non-renewable resources for the economic benefit of all provinces and regions involved. Mr. Speaker.

MR. CRAIK: Mr. Speaker, I really like the interjections from the members opposite, particularly because it demonstrates the lack of any planning or foresight that they really have. I couldn't think why they would react negatively to such a proposition, Mr. Speaker, because it's not only in the best interests of this country, it's not only in the best interests of Manitoba, it also serves the conservation ethic, Mr. Speaker, which is at the root of everything we do if we look far enough down the pipe, but economists, Mr. Speaker, sometimes don't see very far.

Secondly, Mr. Speaker, we've pushed ahead to examine more fully and completely the various options for interconnections with our southern neighbours in the United States, with the objective of achieving the diversity of North-South exchanges, and also the possibility of firm power export contracts for a limited period of time until we're likely to require the power for our own purposes in Manitoba and Canada. This would enable us to embark, on a sound footing, to harness more of our renewable water resources and advance the construction of the Hydro plants.

Mr. Speaker, I have to tell you at this point I can't help but recall a Public Utilities Committee meeting in 1970, when the Member for Lakeside and I sat in opposition and posed a question to the then Chairman of the Manitoba Hydro and said, why aren't you pushing for interconnections to the United States, and he says, "Because the power isn't worth more than half a mill per kilowatt hour and it's not worthwhile." Without passing further comment on this, but saying that this is the kind of planning and strategy that dominated the people opposite, I want to tell you that we have undertaken a very active program on the Western Power Grid and in the North-South ties, and we think that this dual approach pursuit is a pretty basic strategy, and we're convinced that the prospects for success are good, but the examination and negotiations are, by their basic nature, both complex and time consuming.

We've established a negotiating committee, comprised of Manitoba Hydro, Provincial Government, and external professional people headed by legal counsel, to carry out the U.S. portion of the negotiations. This committee, formally referred to as the Extra-Provincial Negotiating Committee, provides the Utility with external backup in negotiations, advises government through the Minister of Finance, and coordinates the preparation of Letters of Intent and agreements that the government may wish to consider with utilities and other agencies in the United States, because basically, Mr. Speaker, that part remains a government responsibility.

The ultimate objective is, of course, to secure, Mr. Speaker, within the framework of a rational Canadian energy policy, the protection of the Canadian public interest and the maximum financial benefits to the citizens of Manitoba. With this background, I'd like to now outline important positive steps that we intend to take to provide benefits directly to the ratepayers and to enhance the base for further economic expansion in our province.

Manitoba Hydro has requested and received a number of rate increases over the past few years. The first general rate increase in the history of Hydro was put into effect in July, 1968. Since that time the following general rate increases have taken place - Mr. that was when the 10 percent mr. Speaker, I think count for prompt payment was deleted. Since that time the following general rate increases have taken place: Effective April 1, 1974, rates increased by an average of 20.6 percent; April 15, 1975, rates increased by an average of 19.2 percent; April 1, 1976, rates increased by an average of 19.8 percent;

March 17, 1977, rates increased by an average of 15.0 percent; February 1, 1978, rates increased by an average of 14.9 percent; and February 1, 1979, rates increased by an average of 14.5 percent.

On a compound basis, these increases total in excess of a staggering 150 percent in a five-year period, Mr. Speaker - a rate which applied to a basic and essential utility, and impacting on just about every individual and household in the province, is clearly unacceptable.

The increases were brought about primarily by development strategies initiated by the previous administration, resulting in a magnitude of capital investment that has now, as predicted, established a debt burden which exceeds the traditional rate base's ability to service. Nearly one-half of the rate-payer's Hydro bill now goes toward paying the interest on the debt of that Capital investment. The size of the debt, and the manner in which is it was increased on component projects, has been one of the principal subjects of the Commission of Enquiry on Hydro.

To add insult to injury, the ratepayer has had to bear the brunt of the debt service costs having to be paid mostly in foreign currencies. This has caused a further burden recently because of the weakness of the Canadian dollar in relation to the U.S. dollar, the Swiss franc, the Japanese yen and the German mark, currencies in which the bulk of Hydro's debt must be repaid. When these foreign debts were taken on by Manitoba Hydro or, more accurately, Mr. Speaker, were given to Hydro by the Manitoba government, since the province in all cases negotiated the loans, the interest rates looked attractive but now there will be a very substantial negative impact when the debt becomes due, if the relative strengths of the currencies do not improve drastically in our favour. And although the total debt repayment is spread over a period of years, the first of the loans must be faced within months.

To illustrate this point more clearly, if the present value of the Canadian dollar were not to change in relation to other currencies from now until the end of all loan repayments, the Utility would have to pay back, on the capital portion alone, about $350 million dollars more than it had borrowed, to say nothing of the increased cost of interest, Mr. Speaker, because that goes on. The first of these repayments could occur in June of 1979 in respect of 100 million Swiss 1975, it converted 10 franc loan. When the loan was made in $40.8 million Canadian, but now the repayment of the loan will require $68.4 million Canadian.

Mr. Speaker, I have heard the Member for St. Johns call this laughable. I have never known a loan. . . When I had to payoff my second mortgage, Mr. Speaker, on my house, I didn't laugh at all; I just paid it.

The $27.6 million loss must normally be assumed as an expense by the Utility and could have a further direct impact on Hydro rates. And although the currencies may shift back in the future in our favour, they may just as easily go the other direction, depending on changes that take place in world economies, so that foreign debt will likely continue to have a significant effect on the Utility, and that effect should be recognized and dealt with.

Mr. Speaker, we seem to be developing the air across the way here, that it's all off in the future. I remind you that the first one could be in June of this year.

The Task Force on Government Organization and Economy recommended that the Provincial Treasury lend to its utilities in Canadian dollars at prevailing Canadian rates and that the government, not the utilities, take all risks in foreign borrowings. We agree with that recommendation and it's our intention to take that action in the case of Manitoba Hydro, which has the greatest exposure to currency shifts. This action will no doubt be costly to the Treasury in the short-run. The long-term impact will depend on future currency fluctuations.

Taking into account all these considerations, which are the encouraging progress of extra-provincial negotiations and export sales; the need to stabilize costs of financial planning in the electric utility; the rescheduling and trimming down of Capital costs of Hydro development; the recommendations of the Task Force; and, most importantly, the urgency of protecting the ratepayers and of building a solid base for growth and opportunity in Manitoba,

We have arrived at what I think is one of the government's most significant undertakings and redirections in relation to its largest public utility a five-year fixed

Mr. Speaker, it's our intention to guarantee power rate for all Manitoba consumers, other than bulk purchasers and those on other separate contracts.

The rates, Mr. Speaker, therefore will stay as they are in 1979 for five fiscal years, including this one.

The government will lift all foreign debt from Hydro retroactive to April 1, 1979, and recalculate it on the basis of Canadian debt at various interest rates corresponding to the rates in effect on the dates on which the foreign issues were taken out. I will be introducing necessary legislation for this DurDose. These moves alone will, we believe will stay as they are in 1979 for five fiscal years, including this one.

Mr. Speaker, the government will lift all foreign debt from Hydro retroactive to April 1, 1979, and recalculate it on the basis of Canadian debt at various interest rates corresponding to the rates in effect on the dates on which the foreign issues were taken out. These moves alone will, we believe, provide the Utility with sufficient elbow room not only to hold its rates fixed for this period, but also to rebuild its reserves to a more appropriate level.

But, Mr. Speaker, come what may, the government will guarantee the Utility in this undertaking.

The Supplementary Estimates will contain provision of $31.3 million to finance this important, initiative. This will bring the - estimated excess of expenditures over revenues for the 197980 fiscal year to $122.6 million.

It should be noted, Mr. Speaker, that Winnipeg Hydro customers will also benefit directly from this action.

Mr. Speaker, I want to remind you that that $31.3 million is all for the purposes of the servicing' of the foreign debts.

By guaranteeing that there will be no . . . This is not a subsidization of Hydro, Mr. Speaker, per se; it's the removal, Mr. ' U Speaker, of an arbitrary decision by the former government to place on the shoulders of the Utility a debt which the Utility had no choice in.

By guaranteeing that there will be no rate increases for a five-year period and by lifting the, burden of foreign exchange fluctuation from Hydro, the government is radically altering the traditional relationship between Hydro and the province. This relationship must be reviewed in light of changing times and changing markets, as well as the changing energy picture.

The Commission of Enquiry is in the final stages of its review of the present and future of Manitoba Hydro, and the report, which is expected later in this year, may well be instructive for further future policy determinations affecting the relationship between Hydro and the government.

At the present time, the net debt of the Utility is about $2.3 billion and represents nearly 60 percent of the total outstanding direct and guaranteed debt of the and its agencies. The sheer size of the debt alone dictates province the government's presence in monitoring the debt management.

The fixing of domestic Hydro rates for a five-year period will most surely return Manitoba to having about the lowest electric power rates in North America, a position we once enjoyed but lost over the last few years. Mr. Speaker, it's an undertaking that runs contrary to what is happening to the prices of other energy forms, such as oil and natural gas, and if current rates of inflation continue, one could expect electrical energy to become remarkably economic in comparison to those energy sources.

The undertaking which I have outlined will provide immediate benefits to every Manitoban in the form of an assured low-cost electrical energy supply, the basic objective in setting up a provincial Hydro utility in the first place, Mr. Speaker, but lost sight of for eight years.

Mr. Speaker, for individual Hydro customers, homeowner and renter alike, and particularly those with moderate and fixed incomes such as pensioners, the impact of these changes will be extremely beneficial. There is no doubt that the measure is progressive in its impact and will represent a positive factor in reducing inflationary pressures. In fact, Mr. Speaker, it will be an inflation fighter of the first order.

This measure will also provide a further major incentive to economic development. It will enhance our competitiveness and provide significant additional stimulation for the creation of more job opportunities in Manitoba.

Mr. Speaker, our Hydro resources represent one of the most important economic advantages that our province enjoys. To ensure that advantage is realized, our government, unlike the previous administration, intends to put the ratepayer and the taxpayer first and to support the utility in meeting its objectives of service to the customer.

With the actions I have announced tonight the citizens of Manitoba can once again be assured that the availability of abundant, renewable Hydro power at reasonable and predictable cost will be a key factor in the expansion of this province throughout the new decade, Mr. Speaker, and into the new century.

Mr. Speaker, I want to say, in conclusion, that. . . Mr. Speaker, and I forewarned you that it would be a long and' I think in the final analysis important. Mr. Speaker, tonight's Budget will continue the rebuilding process which is now under way in Manitoba.

First of all, it confirms a reduction in the deficit burden inherited from our predecessors and reaffirms our goal of a balanced Budget.

Mr. Speaker, it continues the process of tax reduction and realignment started last year - a process which will mean $116 million in total tax relief for the citizens of this province by the end of our second year in office. It might be higher, Mr. Speaker, if you include the Hydro initiative in that.

Mr. Speaker, it guarantees for our vitally important mining tax structure that it will be competitive once again, without eroding revenues.

Mr. Speaker, it freezes Hydro rates at 1979 levels for five years, a measure which, along with the others announced tonight, will benefit every Manitoban.

And finally, Mr. Speaker, the signs of renewed strength in our economic base are already evident and we still face difficult challenges in the next few years and through the 1980s, but we've got a strong base to build from.

This Budget represents an important step in meeting those challenges. The objectives it sets out are realistic, Mr. Speaker, and they are attainable and reflect the aspirations, Mr. Speaker, to repeat, of the vast majority of Manitobans.

We continue to believe that responsible financial management in the public sector throughout Canada is the key to sustaining economic development, to reduced inflationary pressures, and to continuing improvement in job creation, Mr. Speaker. Our government has proved its commitment to this principle and we believe others should follow that lead, Mr. Speaker.

Based on the accomplishments that I have outlined, we believe that the people of Manitoba can look forward to a decade of recovery and stability, a decade of opportunity, Mr. Speaker, and a decade of promise. And with this Budget we have completed, and I repeat, the first transitional stage. The rebuilding job is working, Mr. Speaker, and, most important of all, confidence in our future is returning to Manitoba.

Mr. Speaker, thank you.

