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22 Ontario Budget 1976

will improve Ontario’s finances by a further $330 million. As a result,
cash requirements for 1976-77 will amount to $1.230 million down
$659 million from the 1975-76 level.

It is imperative that governments reduce their borrowing as well as
their spending. Governments cannot live on credit indefinitely any
more than families can. Nor will future generations be any more able
to pay the bills than is the present generation. Moreover, stable growth
of the economy depends on increased investment, by big and little
businesses alike. No business can finance its essential expansion if
governments crowd the financial markets and take all the money.

The Government of Ontario will not. 1 stress, require any public
borrowing in 1976-77.

In conclusion, Mr. Speaker, my Budget is a declaration of confidence.
Confidence in the dynamic economy of this province of opportunity.
Confidence in Ontario’s workers, farmers, enterprises and institutions.
And confidence in the solid record of achievement of this Government.






























































































































16 Ontario Budget 1976

raised in 1975-76 and is a suitable long-run norm to maintain as health
care costs increase in future years.

While a reduction of $228 million in the financing gap is important,
it serves to underscore the urgency of the health financing problem. With
unilateral actions by the federal government to withdraw from the
hospital services agreement and to impose ceilings on medical care
transfers, fundamental changes to the delivery of the service may be
necessary to control costs. However, the Ontario Government remains
committed to the provision of the highest quality health care, accessible
to all of Ontario’s people.
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Restraining Expenditures 7

would contain its growth in spending for 1976-77 to a maximum of
10 per cent. This represents a dramatic divergence from the 20 per cent
average annual growth rate of the past 2 years and the federal govern-
ment’s projected 1976 spending rate of 16 per cent.

The choice of a 10 per cent ceiling was dictated by the need for the
Government to restore a greater measure of control over its finances
and to show the way in adhering to the national restraint guidelines.
Within this framework choices had to be made between the various
demands on Government funds. In the main arcas of own-account
expenditures, e.g. salaries, general administration and overhead, the
Government has been determined to hold a firm line. In program
expenditures, priority has been given to support of essential services,
thus necessitating an absolute reduction in expenditure in other areas.
Table 2 illustrates the major choices that have been made.

Certain program areas will be allowed to grow faster than the
10.4 per cent average. Payments towards post-secondary education will
increase 15.4 per cent to accommodate the rapid increase in enrolments.
Spending in the justice ficld will grow by 19.1 per cent in recognition
of the demands for improved services in the area of law and order.
The 21 per cent increase in interest on the public debt reflects the
impact of the Province’s increased financing requirements of the past
two years.

In 1976-77, the growth in provincial social assistance expenditure
will be constrained to inflation plus case load requirements. In recent
years, substantial benefit enrichments, in addition to case load increases,
have resulted in unusually high growth in this area. Spending on
health care will be constrained within an overall growth rate of 13.1
per cent. This lower growth rate will reflect the exercise of internal
cconomies, the strict application of federal wage guidelines on future
wage scttlements and the imposition by the federal government of a
cost-sharing ceiling of 14.5 per cent on items covered under The Medical
Care Act.

To provide the funds for the higher growth areas, other lower
priority programs have had to be cut back severely. The level of activity
in provincial road construction, for example, will be reduced absolutely.
The Province’s investment in housing will only increase slightly from the
high level of support of last year. This will leave the basic job of housing
construction and financing to the private sector, while the Province
concentrates for its part on low-income housing, servicing of land and
assistance in mortgage financing.

Transfers to local governments in 1976 will increase by 7.8 per cent
or some $225 million over the previous year’s support level. Under the
Edmonton Commitment formula, total Provincial transfers to local
governments grow at the same rate as Provincial revenues. The 7.8 per
cent increase for 1976-77, which is considerably below the expected













































































































































































































































18 Ontario Budget 1976

as they develop. This review should include a full documentation of
the price differential between Canada and the United States. The
responsibility for this undertaking lies with the federal government.

In meeting the problems and challenges which have been identified.
the Ontario Government does not believe that the Auto Pact necessarily
needs to be renegotiated. The Pact itself provides a viable framework
for a healthy auto assembly and parts industry in both countries. The
adjustments necessary to correct the problems documented in this paper
can be made without changing the basic terms of this agreement.

Ontario has demonstrated positively its willingness to help create a
more dynamic auto industry in Canada. The 1975 Sales Tax Rebate
Program stimulated sales and production. The retail sales tax exemption
for production machinery will help to stimulate needed investment in
the industry. With its tax actions, Ontario has moved within its jurisdic-
tional limits and constrained fiscal capacity to correct a growing
cconomic problem. Clearly, the initiative must now be taken by the
federal government.















