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4+ INTRODUCTION

A Plan that Puts People First

Over the past two years, the Government has invested in Canadians, and in
the things that matter most to Canadians. These investments reflected the
choice to reject austerity policies and instead invest wisely in strengthening
the middle class and growing the economy. With a declining debt as a
percentage of the economy, it’s a choice that makes sense for the

Canadian economy.

And thanks to Canadians’ hard work,
those early investments are paying off.

The economy is strong and growing.

In the last two years, Canadians have
created more than half a million jobs,
the unemployment rate is near 40-year
lows, and our towns and cities are
better, cleaner places to live.

With lower taxes for the middle class
and more help with the high cost of
raising a family, Canadians are feeling
more optimistic about the future.
Everyday dreams—whether it’s paying
down debt, saving for a first home or
going back to school to train for a new
job—are closer to reality.

By putting the needs of Canadians first,
the Government has helped to bring
good jobs, more money and renewed
confidence to millions of middle class
Canadians and their families.

Anna and Marc live in Burlington
with their two-year-old twin
daughters.

Anna was excited to return to her
graphic design job after her
maternity leave ended, but
decided to take part-time hours to
cut down on day care costs, and to
give her more time to spend with
her family.

Although they are able to cover
their monthly costs with help from
the Canada Child Benefit, Anna
and Marc worry about what will
happen if one of their parents gets
sick, or if either of them loses their
job and needs to find new work.
This budget is for them.

Anna and Marc are realistic about
what they can achieve—they
remain optimistic that they will be
able to give their girls a good life in
a community they love.

And across Canada, a growing middle class is driving the stronger economic
growth that helps create new jobs, and new opportunities for more people

to succeed.

But more hard work lies ahead.

A single mother who is struggling to make ends meet doesn’t feel relief when
good gross domestic product (GDP) growth numbers are posted—she’s
focused on making sure her kids have what they need to be healthy,

happy and strong.

A young person trying to land his first job doesn’t worry about consumer
confidence—he just wants a chance to find good, meaningful work.
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And those who are no longer in the workforce, such as retirees? They care
less about economic indicators, and more about making sure they can live
their retirement with dignity and security.

These are the people whose hopes and dreams continue to build the
Canada we know and love—the women and men who work hard every
day to take care of their families, grow their businesses and build a

stronger Canada.

With a strong and growing economy
in place, now is the right time to focus
on the deeper challenges that hold
our economy—and our people—
back.

It’s time build an economy that truly
reflects the kind of country we are,
wish to be and need to be.

A country where differences are
recognized not as a barrier to
success, but as a source of strength.

A place where every child has equal
opportunities to achieve their dreams.

A Canada where every person has a
real and fair chance at success.

All Canadians deserve the
opportunity to contribute to,
and prosper from, a strong and
growing economy.

For all their hard work, and for all their
efforts—seen and unseen, paid and
unpaid—Canadians deserve an
economy that truly works for them,
built on a plan that puts people first.

This is the plan for people.

Canada’s Economy:
Strong + Growing

Every day, Canadians work hard to
build a better life for themselves and
their families. Thanks to the efforts of
Canada’s middle class and all those
working hard to join it...

Canada’s economy is strong and
growing. Canada has the fastest
growing economy of all the Group of
Seven (G7) countries, and is expected
to remain among the fastest growing
economies both this year and next.

There are more good, well-paying
jobs. In the last two years, Canadians
have created more than

500,000 jobs—nearly all of them
full-time positions.

Consumer confidence is on the rise—
now well above the Organisation for
Economic Co-operation and
Development (OECD) average,
thanks in part to strong job growth
and a growing economy.

Despite these gains, inflation is holding
steady, making it easier for Canadians
to afford day-to-day costs like food,
transportation and clothing, while
giving businesses the confidence they
need to invest and create more jobs.

— Christine Lagarde, Managing Director,
International Monetary Fund, November 2016
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From the 1950s on, Canada welcomed a new generation of workers. For the
first time in Canada’s history, well-educated, hard-working Canadian women
entered the workforce en masse, helping to boost family incomes and drive

economic growth.
-

Over the last 40 years, the rising number Layla’s mom Sarah was one of the

of women in the workforce has first women in her neighbourhood to
accounted for about a third of go back to work after her children
Canada’s real GDP per capita growth. were born. For Layla and her
Thanks to the contributions of hard- brothers, it was completely normal
working women, family incomes are to have both parents working, and

Layla knew from a young age that
she would follow in her
mom’s footsteps.

now higher, fewer children live in
poverty and all Canadians are
better off.

In recent years, women with young children have increasingly been able to
enter and stay in the workforce, and in 2017 the share of working-age
women in the labour force hit its highest point ever.

For Canadian families, this means greater financial security, and greater
peace of mind as they look to the future. With good, steady incomes, hard-
working moms have more money to support their families today, and save for
years ahead.

With more women in the workforce, businesses benefit too—from the talent,
ambition, new perspectives and hard work that women bring to their jobs.

Canada’s economy—Canada’s success—is deeply tied to women’s
opportunity to work, and to earn a good living from that work.

Experts agree that our future prosperity depends on greater equality
between Canadian women and men. Equality is not just an important value
for women and their families, it benefits all Canadians.

McKinsey Global Institute estimates that by taking steps to advance greater
equality for women—such as employing more women in technology and
boosting women’s participation in the workforce—Canada could add

$150 billion to its economy by 2026.

Similarly, RBC Economics estimates that adding more women to the
workforce could boost Canada’s GDP by as much as 4 per cent. Closing—
and eventually eliminating—the gap between the percentage of women
and men who work may even offset expected economic declines brought
on by an aging population.

And the Peterson Institute for International Economics has found that increasing
the share of women in leadership positions from zero to 30 per cent translated
into a 15 per cent boost in profits—that’s more money for businesses to invest in
new jobs that will benefit more people.
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Simply put, when women have the support and opportunities they need to
fully contribute to Canada’s economy, the entire economy does better—
today, and well into the future.

For Canadian businesses, hiring, promoting and retaining more women does
more than boost the bottom line. Women bring unique perspectives and new
ideas to their work, helping companies to innovate and solve problems in
new ways.

When more women work, we build stronger companies—and
stronger communities.

But the challenges that make it difficult for many women to earn a good
living from their work are real and systemic, and the Government
recognizes that.

Even when women are paid equally, they do not always have equal
opportunities or equal treatment.

For too many Canadian women, the barriers to getting hired and getting
promoted persist. This is especially true when social identities like race,
religion, sexuality, disability and socio-economic status are considered
alongside gender. These women may be pressured to take jobs that do not
reflect their skills or education—such as a psychologist working in a food
service job—simply because of their desire, and need, to work.

Discrimination and sexual harassment in the workforce, unbalanced parental
leave, a decade of no investments in affordable child care, and the
shortage of leaders who will advocate for equal workplaces—these are just
some of the things that make it tough for women to succeed. And when
women are denied opportunities to grow and succeed, we all pay the price.

There is growing consensus among Canadians that the time has come for
things to change.

That begins with respect for the choices people make—whether they decide
to work within the home, or outside the home.

Increasing the number of women in the workforce, and better supporting
those who are already in the workforce, is not a problem to be solved, it’s an
economic opportunity to be seized.

It’s a chance to give more Canadians equal access to good, well-paying jobs.
A chance to build a country that is more equal—and more prosperous.

It’s the right thing to do for Canadians, and the smart thing to do for
our economy.

Women at Work: Opportunities to be Seized. Greater equality for women
could produce significant economic benefits for Canada, but it’s important
to know where things stand today, and to recognize the barriers that make it
difficult for women to fully succeed in today’s economy.
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Canadian women are less likely to participate in the economy, and once
employed, more likely to work part-time. In January 2018, only 61 per cent of
women were participating in the economy, compared to 70 per cent of
men. Women who are 25 to 54 are three times more likely to hold part-time
jobs than are men—about 1 milion Canadian women aged 25 to 54 work
part-time—often because they are caring for children, aging family members
or family members with disabilities.

The wage gap between women and men has narrowed, but remains a
barrier. The persistent wage gap between what Canadian women and men
earn can make it difficult for women to get ahead. On average, women
earn 69 cents for every dollar earned by men on an annual basis.

Canadian women are underrepresented in positions of leadership.

Though they account for nearly half of the Canadian workforce, only a third
of senior managers and one in 20 chief executive officers are women
(Catalyst Canada).

Businesses in Canada are overwhelmingly owned by men. The share of small
and medium-sized businesses owned by women is increasing but remains at
16 per cent.

The number of women in science, technology, engineering and mathematics
(STEM) fields remains low. While close to 60 per cent of science and
technology graduates are women, that number falls to only one-third of
students studying engineering, math and computer science. What’s more,
women who graduate from STEM fields earn, on average, $9,000 a year less
than their male peers.

The demands of unpaid work can make it difficult for women to pursue
opportunities for paid work. Canadian women devote approximately 4 hours
a day to unpaid work, compared to about 3 hours for Canadian men. This
could include caring for children or elderly parents, or simply doing the day-
to-day work needed to support their families.

Not all women face the same challenges. Women with disabilities, visible
minorities, Indigenous women, members of the LGBTQ2 community, new
Canadians and others with marginalized intersecting identities often find it
more challenging to find and keep a good job—not because of the quality
of their work, but because of systemic biases that exclude them from
opportunities open to other women and men. Despite having higher levels
of education than Canadian-born women, only 58 per cent of recent
immigrant women aged 25 to 54 are employed, compared to nearly

80 per cent of their non-immigrant counterparts.

Workplace harassment and gender-based violence have a real cost. For too
many Canadian women, these challenges can make working difficult, or
even impossible. Nearly one in three women in Canada have experienced
some form of sexual harassment at work, according to a recent study by
Employment and Social Development Canada.
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Equality in Action

In previous budgets, the Government took strong and decisive steps toward
building a more equal Canada—one where women and men are
empowered to make positive changes that benefit their own lives,

and our economy as a whole. These measures include:

The Canada Child Benefit (CCB), which gives more help to the families that
need it most, such as those led by single mothers.

From baby clothes to bikes to braces to child care, raising children is
expensive. The CCB helps families keep up with these high costs. Since its
launch in July 2016, the CCB has been supporting more than 3.3 million
families with children, putting almost $2 bilion each month, tax-free, into the
bank accounts of families who need it most.

For single-parent families—most often led by single mothers—the CCB is

especially helpful. Last year, single mothers earning less than $60,000 a year
received about $9,000 in benefit payments on average, making it easier for
them to afford the things that give children a good quality of life—things like
a safe place to live, healthy food, summer programs and new winter boots.

For an unemployed single mother who is struggling to make ends meet, the
CCB could help with child care costs, making it more affordable for her to
return to work. For a working single mother, it may provide the extra financial
security needed so that she can work fewer hours, giving her more time to
spend with her children.

Historic investments in infrastructure, including new money for public transit to
help reduce long commute times and give families more time to spend
together; and significant new investments in green infrastructure to ensure
that Canada’s communities are healthy and productive places to live.

More money for social infrastructure that families need means substantial new
investments in early learning and child care, to give children the best start in
life and women the chance to support their families through work.

Though more and more men are taking on family responsibilities, women still
carry the heaviest burden when it comes to looking after children and other
family members, such as aging parents.

The lack of affordable and accessible child care in many communities
means that for too many women, it just doesn’t make financial sense to
return to work after parental leave ends. This puts a strain on families whose
budgets rely on the support that two incomes can provide, and deprives
Canadian workplaces of the talents, skills and insights that working mothers
bring to their jobs.

To create more of the high-quality, affordable child care spaces that
Canadian families need, and to make it more affordable for parents to return
to work, the Government is investing $7.5 billion over 11 yeatrs.
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This investment will increase the number of affordable child care spaces for
low- and modest-income families by supporting up to 40,000 new subsidized
child care spaces over the first three years after agreements are in place with
provinces and territories. This will, in turn, allow thousands of parents, especially
women, to return to the labour market, increasing their family’s financial
security and contributing to economic growth that benefits all Canadians.

Housing for women and children escaping family violence, as part of the first-
ever National Housing Strategy, that gives more Canadians a safe and
affordable place to call home.

|
Across Canada, 1.7 million families

. Rheal and Sam recently moved to a
don’t have a home that meets their Y

small apartment closer to Sam’s

basic needs. For these families, the work. While this means that Sam will
lack of a safe and affordable home be able to walk to work, the couple is
makes every other choice more paying more in extra rent than they
difficult. Moving to a more affordable are saving on public transit. They also
neighbourhood could mean less both worry about Rheal’s sister, who

wants to leave an abusive
relationship but can’t afford an
apartment on her own.

access to public transit, health care
and other services—and fewer
opportunities to find and keep good,
well-paying jobs.

Because of their relatively low household incomes, single mothers, women
with disabilities, and senior women living alone often find it especially hard to
find affordable housing. And for the thousands of Canadian women and
children who are homeless due to family violence, housing in shelters doesn’t
just provide a safe place to sleep, it saves lives.

To help more Canadians find safe and affordable places to call home, and
to protect those already living in community housing from being displaced,
the Government is implementing a comprehensive National Housing
Strategy. Investments of more than $40 billion over the next 10 years will
create over 100,000 new housing units and repair 300,000 housing units for
Canadians. This means that 530,000 households will be removed from housing
need, 435,000 will benefit from the maintenance and expansion of
community housing in Canada, and the estimated number of chronically
homeless shelter users will be reduced by 50 per cent. Moreover, at least

25 per cent of National Housing Strategy investments will support projects that
specifically target the unique needs of women and girls, including senior
women who are more likely than senior men to need affordable housing.

As part of the National Housing Strategy, the National Housing Co-Investment
Fund commits to build and renew shelter spaces for survivors fleeing family
violence, reducing the wait list for shelter spaces and lowering the number of
women who might otherwise risk returning to an unsafe relationship or the
street. Government investments in housing will create and repair at least
7,000 shelter spaces for survivors of family violence.
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Greater support for women entrepreneurs, whose businesses have
room to grow.

[——— A\ ith close to half of all new businesses

Priya runs a small export consulting in Canada now started by women,
business out of her home. She it’s clear that women entrepreneurs
routinely has more work than she are a growing force in the

and her business partner can
handle, but without additional

capital, they are not able to hire . .
the extra staff and secure the office At the same time, when it comes to

space they need to service business ownership, men still

more clients. outnumber women by a large margin.
Two-thirds of small and medium-sized
businesses in Canada are still majority-owned by men, with fewer than one in
six businesses (16 per cent) majority-owned by women. Because small
businesses owned by women tend to be smaller than businesses owned by
men, there is additional room for these businesses to grow. This growth
potential was recognized by the 2015 Expert Panel on Championing and
Mentorship for Women Entrepreneurs, chaired by Arlene Dickinson.

Canadian economy.

To help more women entrepreneurs take their businesses to the next level,
the Business Development Bank of Canada (BDC) launched a $50 million
fund in 2016 to give women-led technology firms greater access to venture
and growth capital—and based a highly promising pipeline, the fund was
increased to $70 million in November
R R RN I®y = 2017 1he BDC"s 2015 commiitment to
Marilyn is a widow who has lived increase term lending to majority
alone since her husband passed women-owned businesses to at least
away. She doesn’twantto move in | ¢700 mijllion over three years has also
with herr] adult d?ug.rl]ter’ V(‘;h.o SbUsy | heen surpassed, and as of
raisin er own ramily, and Is
grate?ul for the staff Ztt the local January 31‘_ 2,018' the BDC.h‘as
food bank, who help to keep her lent $912 million to an additional
cupboards stocked and spirits up. 1,636 women-owned firms, resulting in
a 49 per cent increase in its women-
owned portfolio since the start of the initiative. These investments are
expected to fuel the growth of these businesses and create jobs for
Canadians across the country, while helping more women entrepreneurs
become successful role models for the next generation of enterprising girls.

Improvements to the Guaranteed Income Supplement, which provides
greater income security for low-income seniors, especially senior women.

Retirement is meant to be the reward after a lifetime of hard work, but for
too many senior women in Canada, it simply means financial hardship.
Senior women are 1.5 times as likely to live in poverty as senior men.

To give Canadian seniors greater security and a better quality of life, in 2016,
the Government boosted the Guaranteed Income Supplement paid to low-
income single seniors. This enhancement gives those seniors most in need as
much as $947 more each year, and is helping to lift 13,000 vulnerable
seniors—12,000 of them senior women—out of poverty.
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More support for Canadians—most often women—who care for

their loved ones.

Today, milions of Canadians provide
informal care and support for family
members who are seriously ill. For those
who need help, the care they receive

Johanne works full-time as a college
instructor. Her dad, who lives alone, is
recovering from a stroke. Thanks to
the El Family Caregiver Benefit,

from their families is priceless. For those Johanne was able to take time off to
who offer help, however, balancing help her dad, without losing all her
work and family responsibilities can income or her job.

be emotionally, physically and
financially draining.

To help lessen the burden on caregivers, the Government introduced a new
Employment Insurance (El) caregiving benefit that allows eligible caregivers
to claim up to 15 weeks of El benefits while they are temporarily away from
work to support or care for a critically ill or injured family member.

Because women are more likely to provide care than men—accounting for
about 70 per cent of claims under a previous compassionate care
program—and because women spend more time per week engaged in
caregiving compared to men, women are expected to get the most from
this new benefit.

Equality + Growth: A Strong Middle Class

Canada is a country built on hard work, a place where people take care of
each other, and work together to solve big challenges.

For the past two years, that hard work has helped to strengthen and grow
Canada’s economy, creating more opportunities for the middle class and all
those working hard to join it.

Itis time for the Government, and for all Canadians, to tackle the next big
challenge: making sure that every person has an equal chance to contribute
to, and share in, Canada’s success.

Budget 2018 is a plan to deliver more prosperity and growth to Canadians,
fuelled by greater equality for all Canadians.
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This plan focuses on:

Growth—A strong economy starts with a strong and growing middle class.
Budget 2018 introduces a more generous and accessible Canada Workers
Benefit for low-income workers (formerly the Working Income Tax Benefit) and
improved parental benefits, alongside continued investments to help
Canadians find and keep good, well-paying jobs. Combined with historic pay
equity legislation and new measures to improve tax fairness, these measures
will give Canada’s middle class the help it needs to grow and prosper.

Progress—Investments in Budget 2018 will build on Canada’s tradition of
innovation, helping to create positive change for ourselves, and the world.
These investments in entrepreneurs, researchers and scientists will help build
the Canada of tomorrow—and the strong middle class of today.

Reconciliation—Building on earlier investments, the distinctions-based
investments to deliver clean water, housing, training, health care and other
programs in Budget 2018 will help to secure a better quality of life for
Indigenous Peoples, while laying the foundation for a renewed relationship
based on the recognition of rights, respect, cooperation and partnership.

—————————— AdVancement—The country we share

What is GBA+?

GBA+ is an analytical tool used to
assess how different groups of
women, men and gender-diverse
people may experience policies,
programs and initiatives.

The “plus“ acknowledges that GBA
goes beyond biological (sex) and
socio-cultural (gender) differences
to consider intersecting factors such
as race, ethnicity, age, disability
and sexual orientation.

GBA+ provides the foundation for
gender budgeting—ensuring that
the impacts of individual budget
proposals on different groups of
people are understood, supporting
better policy-making, priority-setting
and decision-making.

and the values that connect us help to
define who we are as Canadians.
Through Budget 2018, the Government
highlights these points of connection
with investments that protect
Canada’s natural legacy, affirm our
place in and commitment to the
world, uphold our shared values and
help make Canada a safer, more

just country.

Equality—Where Budget 2017 included
the Government’s first-ever Gender
Statement—a high-level review of the
ways in which the policies put forward
affect women and men in different
ways—Budget 2018 goes further,
integrating considerations of gender
impacts at each step of the budgeting
process, and introducing a new
Gender Results Framework. This

Framework includes goals and indicators that will guide the Government’s
decisions and measure Canada’s progress in achieving greater
gender equality.

In Budget 2018, no budget decision was taken without being informed by
Gender-based Analysis Plus (GBA+). And to ensure that gender remains a key
consideration for future governments, the Government will introduce new
GBA+ legislation to make gender budgeting a permanent part of the federal
budget-making process.
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Results that Matter for Canadian

Women and Men

Gender Results Framework.

Leadership and
Democratic
Participation

Gender Equality
Around the World

Poverty
Reduction,
Health and Well-
Being

The Gender Results Framework has informed the investments made
in Budget 2018, and each chapter of this budget shows how these
investments are advancing the objectives of Canada’s new

Figure 1: Pillars of the Gender Results Framework

Education and
Skills
Development

Economic
Participation and
Prosperity

Gender-Based
Violence and
Access to
Justice

Conclusion

Budget 2018 recognizes that Canada’s future economic success rests not

only on the hard work of Canadians, but on giving more people—people like
Anna and Marc, Layla, Sarah, Rheal and Sam, Priya, Marilyn, and Johanne—

a real and fair chance to succeed.

For all they do, all Canadians deserve to be equal partners in society, and to

share equally in the benefits that come from their hard work.

Budget 2018 will help make this goal a reality.

19






Introduction

Less than three years ago, with very low growth and stubbornly high
unemployment, the Government chose to invest in strengthening the middle
class and growing our economy rather than implement austerity policies
including spending cuts or tax increases.

While austerity can come from fiscal necessity, it should not turn into a rigid
ideology about deficits that sees any investment as bad spending. That
approach has failed around the world, and in Canada.

Canadians understand that a country can’t cut its way to prosperity. They
have the confidence to invest in the future, and the Government has the
ability to do so. Canada’s strong fiscal fundamentals—anchored by a low
and consistently declining debt-to-GDP (gross domestic product) ratio—
means that Canada can make the investments that will strengthen and grow
the middle class, and lay a more solid foundation for our children’s future.

The result? Instead of continued low growth from unneeded austerity,
Canada now has the fastest growing economy in the Group of Seven (G7),
and the International Monetary Fund (IMF) has argued that Canada’s
economic policies should “go viral.” The Government’s investments in people
and in the communities they call home are delivering greater opportunities
for the middle class, and for all Canadians. Targeted investments, combined
with the hard work of Canadians, have helped create good, well-paying
jobs—and will continue to strengthen the economy over the long term.
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Measures like the middle class tax cut and the new Canada Child Benefit
mean that Canadian families now have more money to save, invest and
spend in their communities. Historic investments in public transit, green
infrastructure and social infrastructure—such as early learning and child care
and affordable housing—combined with investments in an ambitious
Innovation and Skills Plan, will ensure that all Canadians have the support
they need to compete and succeed.

Budget 2018 builds on this plan of investment over austerity, while maintaining
a clear focus on fiscal responsibility and continuously improving fiscal results.

Canadian Economic Context

The Government’s plan to invest in people, in communities and in the
economy has put more money in the pockets of Canadians, has helped
create more well-paying jobs and is giving Canadians greater confidence in
their future.

Since November 2015, Canadians have created almost 600,000 new jobs
and the unemployment rate has fallen from 7.1 per cent to 5.9 per cent—
close to its lowest level in over four decades. The Canadian economy has
been remarkably strong, growing at a pace well above that of all other G7
countries since mid-2016 (Chart 1).
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Strong output growth and a robust labour market—along with the measures
that the Government has put in place to support the middle class over the
past two years—are driving higher levels of Canadian consumer and business
confidence and supporting wage growth (Chart 2). This positive sentiment
and higher earnings are translating into solid growth in household spending
and a recovery in business investment, which should continue to support
economic growth.

Chart 2
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of Canada.

Going forward, growth is expected to remain robust—however, upside and
downside risks remain which could affect the economic outlook. In particular,
global growth could surprise on the upside, and elevated confidence in
Canada could continue to boost household spending here at home.
However, uncertainty about the future of the North American Free Trade
Agreement, tighter financial conditions and ongoing market volatility could
weigh on Canadian growth prospects.
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Time to Look to Canada

“If you are looking for a country that has the diversity, the resilience, the
positivity and the confidence that will not just manage this change but take
advantage of it, there has never been a better time to look to Canada.”

—Prime Minister Justin Trudeau

1. Highly skilled, inclusive, diverse, mobile labour force

* Most educated talent pool in the Organisation for Economic Co-operation and
Development (OECD)—over 55 per cent of the population aged 25-64 has a
post-secondary degree

o Best availability of skilled labour in the G20 (International Institute for
Management Development (IMD) World Competitiveness Center)

* Highest workforce-ready immigration inflows in the G7

e Budget 2018: plan to increase labour force participation of women, new
Canadians and Indigenous Peoples

2. World-class science, research and innovation ecosystem

e Leading the G20 in research and development (R&D) spending in higher
education as a share of GDP (OECD)

o One of the best R&D tax incentives in the G7

e Budget 2018: largest investment in fundamental research ($3 billion) in
Canadian history

3. Rich and diverse natural environment and resources

* Exceptional endowment of energy and mineral resources

e Responsible and predictable climate change policies

« New, more predictable environmental assessment process

* Budget 2018: $1.3 billion in investment to protect Canada’s nature legacy
4. Sound regulatory, financial and trade frameworks

o Easiest place to start a business in the G20 (World Bank)

» Network of free trade agreements covering over half of global
economic activity

* Promotion of investment and attraction of leading global firms through the
new Invest in Canada Hub

 One of the world’s soundest banking systems—ranked first in the G7 (World
Economic Forum)

5. Strong, stable and predictable public institutions
* Growth-enhancing, responsible fiscal policy
o Lowest net public debt as a share of GDP in the G7
« Successful inflation-targeting regime
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Budget 2018 Investments

The Government continues to strengthen the middle class and make
investments to support Canada’s long-term economic growth. Challenges
posed by population aging, global climate change and rapid technological
innovation underscore the importance of strong leadership and a forward-
looking approach to strengthen growth for the middle class.

Budget 2018 continues the Government’s plan to invest in the middle class
and puts a special focus on ensuring that all Canadians have the skills and
opportunities they need to participate fully and equally in our economy.
Budget 2018 also makes investments to put Canada at the forefront of
scientific and technological innovation, protect Canada’s natural heritage

and create opportunities for Indigenous people.

Table 1

Economic and Fiscal Developments Since the 2017 Fall Economic Statement

(FES 2017) and Investments Included in Budget 2018

billions of dollars

Projection
2017- 2018- 2019- 2020- 2021- 2022-
2018 2019 2020 2021 2022 2023
FES 2017 budgetary balance -19.9  -186  -17.3  -168  -139 -125
Adjustment for risk from FES 2017 LB 3.0 3.0 3.0 3.0 3.0
FES 2017 budgetary balance
(without risk adjustment) -18.4 -15.6 -14.3 -13.8 -10.9 -9.5
Economic and fiscal developments
since FES 2017 3.0 3.6 4.1 35 2.8 2.8
Revised budgetary balance before policy
actions and investments -154  -120  -103  -10.3 -8.1 -6.7
Policy actions since FES 2017 2.4 2.2 -1.7 -1.6 -0.5 0.3
Investments in Budget 2018
Growth 0.0 0.3 -0.1 0.3 0.2 0.3
Progress 0.0 -0.9 -1.2 -1.4 -1.4 -1.6
Reconciliation -0.1 -1.4 -1.2 -0.8 -0.7 -0.6
Advancement 4.2 -1.8 -1.3 -1.3 -1.2 -0.6
Other Budget 2018 investments 2.1 -1.6 1.1 1.1 0.9 -0.4
Total investments in Budget 2018 6.3 54 26 2.0 22 3.0
Total policy actions and investments -4.0 3.1 43 -3.6 27 26
Budgetary balance -19.4  -15.1 -14.5 -13.9 -10.8 -9.3
Adjustment for risk -3.0 -3.0 -3.0 -3.0 -3.0
Final budgetary balance
(with risk adjustment) -19.4  -181  -175  -169  -138 -123
Federal debt (per cent of GDP) 30.4 30.1 29.8 29.4 28.9 28.4
Notes: A negative number implies a deterioration in the budgetary balance. A positive number implies an improvement in
the budgetary balance.
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Maintaining a Downward Deficit Track

Growth-generating investments in people, in communities and in the
economy are balanced by sound fiscal management. The Budget 2018 fiscal
track is broadly unchanged from the 2017 Fall Economic Statement and
continues to show a decline in the federal debt-to-GDP ratio, along with
steady improvements in the Government’s annual budgetary balance

(Charts 3 and 4).

The federal debt-to-GDP ratio is projected to decline gradually over the
forecast horizon, reaching 28.4 per cent in 2022-23. According to the IMF,
Canada’s net debt-to-GDP ratio is by far the lowest among G7 countries and

less than half the G7 average (Chart 3).

Chart 3
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The Government will maintain this downward deficit and debt ratio track—
preserving Canada’s low-debt advantage for current and future
generations. Low debt supports economic growth and intergenerational

equity by keeping interest costs low and preserving flexibility to face future
challenges and shocks.

Chart 4
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A detailed overview of the economic and fiscal outlook is included
in Annex 2.
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Continued Economic Strength Would
Accelerate Deficit Reduction

The fiscal projections presented in this budget are based on an average of
the December 2017 private sector economic outlook survey, and also reflect
upside and downside risks, noted above, identified through ongoing
engagement with survey participants. Economists surveyed offered a wide
range of views regarding future economic growth and, therefore, the path of
nominal GDP (the broadest measure of the tax base). Changes in economic
growth assumptions can have large impacts on the budgetary balance and
debt-to-GDP profile over an extended projection horizon.

For example, if the Government based current fiscal projections on the
average of the top four forecasts for nominal GDP growth, the budgetary
balance would improve by $3.0 bilion per year on average, and the federal
debt-to-GDP ratio would fall by a further 1.1 percentage points than
projected by 2022-23 (Chart 5).

Chart 5
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Sources: Department of Finance Canada December 2017 survey of private sector economists; Department of
Finance Canada calculations.

Conversely, basing fiscal projections on the average of the bottom four
individual forecasts for nominal GDP growth, the budgetary balance would
worsen by $3.5 billion per year on average, and the federal debt-to-GDP
ratio would still decline, but be 1.2 percentage points higher than projected
in 2022-23.
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I Making sure every Canadian has an equal and

—~Prime Minister Justin Trudeau
January 23, 2018

fair chance at success isn’t just the right thing
to do, it’s the smart thing to do. Canada’s
future prosperity depends on it.

To face the challenges of today and tomorrow,
we will need the hard work and creativity of all
Canadians. And in return, we need to make
sure that the benefits of a growing economy
are felt by more and more people—with more
good, well-paying jobs for the middle class and
everyone working hard to join it.

Over the last two years, Canada’s economic
growth has been fuelled by a stronger middle
class. Canadians’ hard work, combined with
historic investments in people and in
communities, helped to create more good
jobs—while more help for those who need it
most has meant more money for people to
save, invest, and spend in their communities.

But there is more to do.

In Budget 2018, the Government is introducing new measures to help build an
economy that truly works for everyone.
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Introducing the Canada Workers Benefit, a strengthened version of the Working
Income Tax Benefit, means that low-income workers can take home more
money while they work—encouraging more people to join the workforce, and
offering real help to more than 2 milion Canadians, who are working hard to
join the middle class.

Strengthening the Canada Child Benefit will give hard-working moms and
dads more money each month to buy the things their families need—with the
most help going to the families who need it most.

Improving parental benefits will help parents to share the burden of care at
home more equally, while allowing people the flexibility to return to work
sooner, if they so choose.

And introducing historic pay equity legislation will give more Canadian
women fair compensation for their hard work and will set the standard for
how women’s work is valued in the workplace. The Government is proud to
lead these efforts to reduce the gender wage gap and ensure that women
working in federally regulated industries receive equal pay for work of
equal value.

The Government will also continue its investments in skills and training
programs to give Canadians from all backgrounds the skills they need to
succeed in an increasingly globalized world.

Budget 2018 also includes new measures to connect Canadian businesses
with global customers, by strengthening and diversifying Canada’s trade
relationships around the world.

Underpinning the Government’s efforts to help strengthen and grow the
middle class is an unwavering commitment to equality of opportunity, and a
belief that the wealthiest Canadians must pay their fair share. In addition to
finalizing its plans to address tax planning strategies used by a few wealthy
owners of private corporations, the Government is taking further action to
close loopholes and combat aggressive international tax avoidance.
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Chapter 1: Advancing Canada’s Gender
Equality Goals
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Key Chapter 1 initiatives that advance objectives of Canada’s new

Gender Results Framework:

e Improving access to the Canada Child Benefit and other benefits

in Indigenous communities

e Addressing the gender wage gap by supporting equal pay for
equal work in federally regulated workplaces and implementing

pay transparency

e Promoting more equal parenting roles with a new Employment

Education
and Skills
Development

Economic
Participation
and
prosperity

Gender-
Based
Violence
and Access
to Justice

Insurance Parental Sharing Benefit

e Helping women enter and succeed in the trades

Growth
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More Help for the Middle Class and People
Working Hard to Join It

The Government has a plan to invest in the middle class and people working
hard to join it. This includes more support for those who need it most, to
ensure that the benefits of growth are widely shared.

Over the last four decades, lower- and middle-income workers have seen
their wage prospects stal—making it more difficult to make ends meet each
month. At the same time, the number of Canadians in low-wage jobs is high
by international standards, and many of these workers struggle to support
their families and afford basics like healthy food and clothes for growing kids.

Introducing the Canada Workers Benefit

The Working Income Tax Benefit (WITB) is a refundable tax credit that
supplements the earnings of low-income workers. By letting low-income
workers take home more money while they work, the benefit encourages
more people to join and remain in the workforce, and currently offers real
help to Canadians who are working hard to join the middle class.

First introduced in the fall of 2005, the WITB has evolved over time. In 2016, the
Government announced a $250 million enhancement of the WITB, starting in
2019, as part of the enhancement of the Canada Pension Plan. In the 2017
Fall Economic Statement, the Government committed to further enhance
the WITB by an extra $500 million annually. This will put more money in the
pockets of low-income workers, and give people a little extra help as they
transition to work.

In Budget 2018, the Government proposes to strengthen the program by
making it more generous, and making the benefit more accessible. This
strengthened benefit will be named the Canada Workers Benefit (CWB) and
will take effectin 2019.

Using the funding announced in the 2017 Fall Economic Statement, the
Government proposes to increase maximum benefits under the CWB by up
to $170in 2019 and increase the income level at which the benefit is phased
out completely. The Government also proposes to increase the maximum
benefit provided through the CWB disability supplement by an additional
$160 to offer greater support to Canadians with disabilities who face financial
barriers to entering the workforce.
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As a result of these enhancements, a low-income worker earning $15,000 a
year could receive up to nearly $500 more from the program in 2019 than she
received in 2018. That’s more money to spend on things like groceries, utility
bills and other essentials.

Chart 1.1
Enhancing the Canada Workers Benefit, 2019
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Chart 1.2
CWB Enhancement for Unattached Workers, 2019
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Chart 1.3
CWB Enhancement for Couples and Single Parents, 2019
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Reaching Vulnerable
Canadians

Department of Finance Canada
analysis has shown that eligible
workers who file their own taxes
using paper forms are more
likely than those who file
electronically to miss out on
claiming this benefit. Allowing
the CRA to automatically
provide the benefit to eligible
filers would be especially helpful
to people with reduced mobility,
people who live far from service
locations and people who don’t
have Internet access. Additional
investments in outreach
activities and the CRA’s
Community Volunteer Income
Tax Program will also support
access to benefits for
vulnerable groups.

Improving Access
to the Canada
Workers Benefit

At the same time, the Government
recognizes that not all low-income
workers are receiving the CWB
(previously WITB) payment that
they are entitled to. This happens
because some lower-income
workers do not claim the benefit on
their tax return. The Government is
proposing amendments that will
allow the Canada Revenue
Agency (CRA) to automatically
determine whether these tax filers
are eligible for the benefit.

An estimated 300,000 additional
low-income workers will receive the
new CWB for the 2019 tax year as
a result of these changes.

This represents a major step forward
in fulfiling the Government’s
commitment of making sure that all
Canadians receive the tax benefits
and credits to which they

are entitled.
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CWB enhancements, combined with new investments to make sure that
every worker who qualifies actually receives the benefit, will mean that the
Government is investing almost $1 billion of new funding for the benefitin
2019, relative to 2018. The Government estimates that enhancements and
improved take-up in 2019 will directly benefit more than 2 million working
Canadians, many of whom were not benefitting from the WITB. This will help
lift approximately 70,000 Canadians out of poverty.

| . .
Moving forward, the Government will

Access to the CWB

Andie is a single, 20-year-old
woman who works part-time at
a second-hand store. After
recovering from a serious
illness, Andie was eager to
begin working again but has
struggled to find a full-time job.

continue to work with interested provinces
and territories to harmonize benefits and
help support the transition from social
assistance and into work. Quebec,
Alberta, British Columbia and Nunavut
have already taken advantage of the
opportunity to make province- and
territory-specific changes to the design of

Although she quallified to
receive the Working Income
Tax Benefit, she wasn’t aware
of the program until a co-
worker mentioned it to her
after tax filing time. With the
improvements the Government
is proposing under the new
Canada Workers Benefit,
workers like Andie will
automatically receive the
CWB, starting in the 2019

tax year.

the program.

In addition, over the next year, the
Government will also begin work on
improving the delivery of the CWB to
provide better support to low-income
Canadians throughout the year, rather
than through an annual refund after filing
their taxes.

Strengthening the Canada Child Benefit

The Canada Child Benefit (CCB), introduced in 2016, gives low- and middle-
income parents more money each month, tax-free, to help with the high
costs of raising kids. Compared to the old system of child benefits, the CCB is
simpler, more generous and better targeted to give more help to people
who need it most.

Thanks to the CCB, nine out of 10 Canadian families have extra help each
month to pay for things like sports programs, music lessons and back-to-
school clothes. The benefit helps almost 6 million children—putting more than
$23 billion back in the bank accounts of hard-working Canadian families.
Families receiving the CCB are getting $6,800 on average this year. Since its
introduction in 2016, the CCB has helped lift hundreds of thousands of
Canadian children out of poverty.
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Chart 1.4

Comparison of Canada Child Benefit and Old Child Benefit System, 2017-18
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To ensure that the CCB continues to help
Canadian families over the long term,
the 2017 Fall Economic Statement
indexed CCB benefits, starting in July
2018, to keep pace with the cost of
living. Indexing the CCB wiill provide an
additional $5.6 billion in support to
Canadian families over the 2018-19 to
2022-23 period.

Improving Access to the
Canada Child Benefit and
Other Benefits

Indigenous Peoples, in particular those
living in remote and northern
communities, face distinct barriers when
it comes to accessing federal benefits
such as the Canada Child Benefit. To

The CCB Provides Greater
Support for Single Mothers

Myriam is a single mother of two
children aged 5 and 8. Her net
income was $35,000 in 2016.
Myriam’s family will have received
$11,125 in tax-free CCB payments
in the 2017-18 benefit year,
$3,535 more than she would have
received under the old system of
child benefits.

Last year, single mothers earning
less than $60,000 a year received
about $9,000 in benefit payments
on average to help make things
like healthy food, summer
programs and winter clothes
more affordable.

help Indigenous Peoples access the full range of federal social benefits, the
Government will provide $17.3 million over three years, starting in 2018-19, to
expand outreach efforts to Indigenous communities, and to conduct pilot
outreach activities for urban Indigenous communities.
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Enhancing the Wage Earner
Protection Program

Innovation is changing how we live and work, bringing with it new realities

for Canadian workers. To support workers in this new environment, the
Government will propose legislative amendments to the Wage Earner
Protection Program Act to increase the maximum payment under the Wage
Earner Protection Program to seven weeks of Employment Insurance
insurable earnings from four. Changes will also be made to make eligibility for
the Program more equitable, so that workers who are owed wages,
vacation, severance or termination pay when their employer files for
bankruptcy or enters receivership receive greater support during a

difficult time.

A More Secure Retirement

Every Canadian deserves a secure retirement, free of financial worries.
Canada’s public pensions—the Old Age Security (OAS) program and the
Canada and Quebec Pension Plans—play an important role in giving
Canadians confidence that they can retire in dignity. The Government is
committed to strengthening public pensions and to improving the quality of
life for seniors now, and for generations to come.

Since 2016, the Government has:

¢ Increased Guaranteed Income Supplement (GIS) payments by up to
$947 per year for single recipients, which is helping nearly 900,000 low-
income seniors, of which 70 per cent are women.

« Ensured that senior couples who receive GIS and Allowance benefits and
have to live apart—because of long-term care requirements, for
example—can receive higher benefits based on their individual incomes.

« Restored the eligibility age for OAS and GIS benefits to 65, putting

thousands of dollars back in the pockets of Canadians as they
become seniors.

Chart 1.5
Annual GIS Benefits for Single Seniors, 2017
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In June 2016, the Government reached an historic agreement with provinces
to enhance the Canada Pension Plan (CPP). The CPP Enhancement, which
will begin to be phased in as of January 2019, means more money for
Canadians when they retire, so that they can worry less about their savings
and focus more on enjoying time with their families. With the action taken by
Quebec to enhance the Quebec Pension Plan in a similar fashion, all
Canadian workers can now look forward to a safer and more

secure retirement.

What the CPP Enhancement Will Mean for You

The CPP Enhancement will give Canadian workers greater
income security when they retire, and offers a number of
advantages over other types of savings:

* Itwill provide a secure, predictable benefit in retirement, so
Canadians can worry less about outliving their savings, and
be less anxious about the safety of their investments.

* Benefits will be indexed, which means that they will keep
up with the cost of living.

e |tis a good fit for both experienced workers and young
people entering Canada’s changing job market for the first
time. The Enhancement will help to fill the gap left by
declining workplace pension coverage, and will be
portable across jobs and provinces.

The CPP Enhancement will be phased in gradually starting in
2019 and will raise the maximum CPP retirement benefit by up
to 50 per cent over time. This translates into an increase in the
current maximum retirement benefit of more than $7,000, from
$13,610 to nearly $21,000 in today’s dollar terms.

Building on this achievement, in December 2017, federal and provincial
Ministers reached a unanimous agreement in principle to take the following
actions, beginning in 2019:

» Increase retirement benefits under the CPP Enhancement both for parents
who take time off work to care for young children, and for persons with
severe and prolonged disabilities. For the purposes of calculating the
retirement pension, parents and persons with disabilities will be credited
with an amount linked to their previous earnings for periods spent out of
the workforce, or periods with low earnings.

« Raise survivor’s pensions for individuals under age 45 who lose their spouse,
by providing a full survivor’s pension instead of the current reduced
pension that is linked to the age of the widow or widower.

» Provide a top-up disability benefit to retirement pension recipients under
the age of 65 who are disabled and meet eligibility requirements.

« Increase the death benefit to its maximum value of $2,500 for all
eligible contributors.
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The Government intends to introduce legislation to implement the
agreement reached by Ministers, along with technical and consequential
amendments. The proposed changes would not result in an increase to
contribution rates.

Protecting Canadians’ Pensions

In recent years, we have seen companies, such as Sears Canada, entering the
insolvency process with substantial unfunded pension liabilities. As a result,
workers and pensioners, who have paid into pension plans over their careers,
are faced with unexpected financial losses that impact their retrement security.

All Canadians deserve more peace of mind when it comes to their retrement
and companies must act in good faith towards their employees. At the same
time, we recognize the challenges facing courts as they try to maximize
recovery in bankruptcies that affect not just workers and pensioners, but also
small businesses, lenders, and other creditors which are owed money.

Our government is committed to finding a balanced way forward.

That’s why, over the coming months, we will be looking to obtain feedback
from pensioners, workers, and companies. We will take a whole-of-
government, evidence-based approach towards addressing retirement
security for all Canadians.

Building More Rental Housing for
Canadian Families

Finding a safe and affordable place to call home is a challenge for a
growing number of Canadians. Many of our cities lack affordable rental
housing, and growing populations and the rising cost of home ownership
make it more challenging to find—and afford—a good place to live. The high
demand for housing in many communities drives up rental rates and makes it
more difficult for Canadians to live and work in the same community.

Approximately 30 per cent of Canadians rely on the rental market for
housing. While patterns will vary across cities, future demand for affordable
rental housing is expected to rise as the population ages, young professionals
migrate to larger cities, and immigration continues to grow our communities.
Canadians who wish to buy a home now need a longer period of time to
save for a down payment, especially in Canada’s biggest cities.
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What is the Rental Construction

Financing Initiative?

In April 2017, Canada Mortgage and Housing Corporation
launched the Rental Construction Financing Initiative, which will
provide $2.5 billion in low-cost loans to support the construction of
new rental housing, relieving pressure in rental markets that are
experiencing low vacancy rates.

To be eligible, borrowers must demonstrate that their projects are
financially viable without ongoing operating subsidies. The
Financing Initiative will prioritize projects that demonstrate greater
social outcomes and may offer a loan for up to 100 per cent of the
cost of these projects. Borrowers must meet minimum requirements
for affordability, energy efficiency and accessibility. Lower-cost
loans will be provided for terms of up to 10 years, making costs
more predictable during the earliest and most challenging phases
of development.

Unfortunately, high demand for rental housing has not translated into an
increase in supply. Vacancy rates remain low in large urban centres such as
Toronto and Vancouver—at 1.0 per cent and 0.9 per cent, respectively.

To encourage a stable supply of affordable rental housing across the
country, the Government proposes to increase the amount of loans provided
by the Rental Construction Financing Initiative from $2.5 billion to $3.75 billion
over the next three years. This new funding is intended to support projects
that address the needs of modest- and middle-income households struggling
in expensive housing markets. In total, this measure alone is expected to spur
the construction of more than 14,000 new rental units across Canada.

The Government proposes to provide $113.6 million over five years, starting in
2018-19, to Canada Mortgage and Housing Corporation to expand the
Rental Construction Financing Initiative.
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Figurel.1l: Canada’s National Housing Strategy Over $40-Billion,
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Women represent half of Canada’s population, and their full and equal
participation in Canada’s economy is essential for our future. Removing the
systemic barriers to women’s full economic participation will support
economic growth, strengthen the middle class, and build a fairer society that
gives everyone a real and fair chance at success.
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Addressing the Gender Wage Gap

In Canada today, women earn 31 per cent less than men do. Put another
way, the median income for women is $28,120, compared with $40,890 for
men. The reasons behind the gender wage gap are deep-rooted and
complex. Closing the gap will require leadership and a comprehensive

approach, involving multiple tools.

The Gender Wage Gap
in Canada

The gender wage gap is the
average difference between what
a woman makes relative to a man
in the workplace, and it is a good
indicator of the broader state of
gender equality in society.

Right now in Canada, the median
annual earning for a woman is
about 31 per cent lower than the
median earning for a man. This is
due to a number of factors,
including a greater proportion of
women in part-time jobs and in
lower-paid fields, sectors and
occupations. There are also a
range of work, family and societal
issues that contribute to this gap,
from discrimination in the
workplace to stereotypes about
gender roles, to unequal sharing of
caregiving responsibilities, leading
to fewer hours worked by women.

The net result is that women in
Canada have a lower earning
potential, and fewer opportunities
to advance their career, or move
into a position of leadership.

One of the main causes of the
gender wage gap is the
undervaluation of the work that
has traditionally been done by
women. Requiring equal pay for
work of equal value is an effective
way to fix this gap. To help address
this issue, the Government will
bring in a legislated proactive pay
equity regime in federally
regulated sectors, which would
apply to approximately 1.2 million
employed individuals.

The difficulty of balancing work
and family life, combined with
the fact that caregiving
responsibilities—from child rearing
to caring for aging family
members—more often than not
fall to women, is another cause of
the gender wage gap. This can
lead women to work shorter
hours, or look for jobs that offer
more flexibility, which can mean
fewer hours worked and fewer
opportunities for advancement
over a lifetime. Greater flexibility
for parents receiving parental
benefits, including in the sharing
of leave, can help balance
caring responsibilities within the
home, and provide women with

the option to return to work sooner, should they wish to do so. Access to
affordable child care is another key factor in encouraging women back into
the workforce. Measures to advance women in leadership and promote
participation in non-traditional careers can also contribute to closing the

gender wage gap.
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Progress Toward Equal Pay for Equal Work

When Canadian women have more opportunities to work and earn a good
living, everyone benefits. McKinsey Global Institute estimates that by taking
steps to advance greater equality for women—such as reducing the gender
wage gap by employing more women in technology, and boosting women’s
participation in the workforce—Canada could add $150 billion to its economy
by 2026.

There is significant progress required. For every dollar of hourly wages a man
working full-time earns in Canada, a woman working full-time earns about
88 cents. Canada ranks 15% out of 29 OECD countries based on the hourly
gender wage gap. This disparity persists despite the fact that pay equity is a
human right entrenched in law. As the largest employer in the country, many
have called on the federal government to lead by example—and that is
what the Government will do.

To ensure that employees in federally regulated workplaces receive equal
pay for work of equal value, Budget 2018 will move forward with new
proactive pay equity legislation. This will be included in budget
implementation legislation.

This legislation will draw on models in Ontario and Quebec but will take an
innovative approach to ensure that on average, women and men in
federally regulated sectors receive the same pay for work of equal value.
Preliminary estimates suggest this could reduce the gender wage gap by
about 2.7 cents for the core public administration (to 94.1 cents on the
dollar), and by about 2.6 cents in the federal private sector (to 90.7 cents on
the dollar). This analysis will be refined further as the legislation moves forward.

To address the complexity of the federal sectors, this legislation would:

« Apply to federal employers with 10 or more employees, with pay equity
requirements built as much as possible into existing federal
compliance regimes.

» Establish a streamlined pay equity process for employers with fewer than
100 employees.

« Set out specific timelines for implementation, and compulsory
maintenance reviews.

» Include job types such as seasonal, temporary, part-time and full-
time positions.

e Provide independent oversight.

« Ensure that both wages and other benefits are evaluated in a gender-
neutral way.

* Apply to the Federal Contractors Program on contracts equal to or
greater than $1 million, and ensure a robust application of federal
employment equity law.

» Repeal previous legislation such as the Public Sector Equitable
Compensation Act which is inconsistent with the goal of pay equity.
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The Government will continue to consult with employers, unions and other
stakeholders in the coming months to ensure that the new regime will be
applied fairly and will achieve its intended purpose. While proactive pay
equity legislation is an important tool to close the gender wage gap, it needs
to be part of a broader array of policy tools such as the Government’s
investments in early learning and child care, enhanced training and learning
financing, enhanced parental leave flexibility, pay transparency and the
continued appointment of talented women into leadership positions.

Pay Transparency

The Government will provide Canadians with more information on pay
practices of employers in the federally regulated sector. This would include
converting existing pay information filed by federally regulated employers
under the Employment Equity Act into more user-friendly online content, with
specific attention paid to making existing wage gaps more evident. This will
help to highlight employers who lead in equitable pay practices, while
holding employers accountable for wage gaps that affect women,
Indigenous Peoples, persons with disabilities and visible minorities.
Experience in other jurisdictions has shown it to be helpful in raising awareness
about the wage gap. The Government will commit $3 million over five years,
starting in 2018-19, to implement pay transparency.

Recognizing that barriers to women’s labour market participation can be
complex and slow to move, the Government will also host a major symposium
on women and the workplace in the spring of 2019. This symposium will bring
together leaders in the private and public sectors to discuss and share best
practices. The objective of the symposium would be to encourage and
provide tools for Canadian employers to address issues faced by women in
the workplace, from wage gaps to harassment. The Government will provide
$1.5 million over 2018-19 and 2019-20 for this symposium.

Closing the wage gap between men and women requires action on many
fronts. Investing in affordable and accessible child care and family leave,
increasing women’s participation in traditionally male-dominated
occupations, encouraging men to work in traditionally female-dominated
occupations, implementing family-friendly workplace policies and
challenging gender stereotypes that reinforce notions of “appropriate” work
for men and women are some of these areas. Through Budget 2018, the
Government will take targeted action to advance these goals—recognizing
the significant work that remains to be done.
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Supporting Equal Parenting and the Flexibility for
Earlier Returns to Work

For most Canadians, starting a family typically comes at the same time that
parents-to-be are working to establish or further their careers. To help new
parents care for their children during those critical early months, Employment
Insurance (El) maternity and parental benefits are available. These help to
provide greater financial security when parents are away from work.

El parental benefits are available to both parents, allowing either parent to
take time off work. The most common scenario, however, involves the mother
taking on the primary caregiving responsibilities once their child is born.

While the second parent may take on many household and caregiving
responsibilities, child care duties continue to fall disproportionately to
mothers, both in the short term following the arrival of their child, and over the
longer term, often due to the challenges of re-entering the workforce after
time spent away.

Chart 1.6
Women Account for the Vast Majority of New El Parental Claims
and of the Total Amount Paid in El Parental Benefits

New EI parental claims Total amount paid in El parental benefits

8%

86%

®Men OWomen ®Men OWomen

Source: Employment Insurance Monitoring and Assessment Report, 2015-16.

Budget 2017 announced greater flexibility for families by allowing parents to
choose to receive up to 61 weeks of El parental benefits over an extended
period of 18 months at a lower benefit rate of 33 per cent of average weekly
earnings. Previously, 35 weeks of El parental benefits were available at the
standard benefit rate of 55 per cent to be paid over a period of 12 months.
Making El parental benefits more flexible helps working parents navigate the
challenges that come with a growing family.
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To support greater gender equality in the home and in the workplace, the
Government proposes to provide $1.2 billion over five years, starting in
2018-19, and $344.7 million per year thereafter, to introduce a new

El Parental Sharing Benefit. The Benefit will provide additional weeks of
“use it or lose it” El parental benefits, when both parents agree to share
parental leave. This incentive is expected to be available starting

June 2019.

This builds on best practices in Quebec and other jurisdictions which have
found that incentives play a key role in who takes time off to provide
caregiving. In 2016, for example, 80 per cent of new fathers in Quebec
claimed or intended to claim parental benefits, in part because of leave that
was specifically reserved for them. In the rest of Canada, which does not
provide second parent leave, this same figure is only 12 per cent.

The proposal is also informed by recent recommendations from the Canada-
U.S. Council for Advancement of Women Entrepreneurs and Business Leaders,
which has identified the need for better parental leave policies as key to the
economic empowerment of women.

The proposed benefit will be available to eligible two-parent families,
including adoptive and same-sex couples, to take at any point following the
arrival of their child. This Benefit would increase the duration of El parental
leave by up to five weeks in cases where the second parent agrees to take a
minimum of five weeks of the maximum combined 40 weeks available using
the standard parental option of 55 per cent of earnings for 12 months.
Alternatively, where families have opted for extended parental leave at

33 per cent of earnings for 18 months, the second parent would be able to
take up to eight weeks of additional parental leave. In cases where the
second parent opts not to take the additional weeks of benefits, standard
leave durations of 35 weeks and 61 weeks will apply.

Providing additional weeks of benefits will help encourage greater equality
when it comes to child care, and improve the distribution of family and home
responsibilities. It will also provide greater flexibility—particularly for mothers—
to return to work sooner, if they so choose, knowing their family has the
support it needs. More equitable parental leave will also help lead to more
equitable hiring practices, reducing conscious and unconscious
discrimination by employers.

To implement this change to the El program, the Government proposes to
amend the Employment Insurance Act. In addition, the Government
proposes to amend the Canada Labour Code to ensure that workers in
federally regulated industries have the job protection they need while they
are receiving El parental benefits.
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Figure 1.2: El Parental Sharing Benefit
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Equivalent rules would apply to El extended parental benefits with 61 weeks as the limit for
one parent and up to 69 weeks available in total (paid at 33% of average weekly earnings).

How Will the New EI Parental Sharing
Benefit Work?

Emman and Simon are expecting a child. In addition to the
15 weeks of El maternity benefits that Emman is eligible for,
the couple is eligible to receive and share up to 35 weeks of
El parental benefits (paid at 55 per cent of their average
weekly earnings).

Together, Emman and Simon have decided that both of them wiill
take leave from work and share El parental benefits to care for
their child. As a result of the new EI Parental Sharing Benefit,
Emman and Simon are eligible for an additional five weeks of
benefits when Simon agrees to take a minimum of five weeks.

They decide that Emman will take 20 weeks of parental benefits,
while Simon will take the balance of 20 weeks of benefits. In total,
Emman is off work for 35 weeks, while Simon is off for 20 weeks,
allowing Emman the flexibility to return to work sooner. Simon’s
experience on parental leave allows him to bond with his child,
become familiar with her routines, and feel more confident in his
ability to meet her needs, setting up patterns of equal parenting
that will last a lifetime.
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Examples of How the New El Parental Sharing Benefit Will Work for a

Variety of Family Situations

Same-sex parents share weeks of parental benefits
and access the additional weeks

Natasha and Julie are a same-sex couple. Natasha is pregnant and expecting a child.
They decide to apply for the standard parental benefits option.

Current model:

When applying for standard parental
benefits, they decide that Natasha will
access 30 weeks of benefits, and Julie
will access 5 weeks of parental
benefits (total of 35 weeks).

Proposed model:

When applying for standard parental benefits,
they decide Natasha will access 30 weeks of
benefits, and Julie will access 10 weeks of
parental benefits (total of 40 weeks because
they are sharing). Neither of them exceed the
limit of 35 weeks per parent.

If Natasha and Julie had chosen the extended parental benefits option, up to
8 additional weeks of benefits paid at 33 per cent are available when sharing

extended parental benefits.

Adoptive same-sex parents share weeks of parental benefits
and access the additional weeks

Michel and Francois plan to adopt a child. They decide that both of them will take
leave from work and share the parental benefits to care for their child.

The couple chooses the standard parental benefits option.

Current model:

When applying for standard parental
benefits, they decide that Michel will
access 25 weeks of benefits, and
Francois will access 10 weeks of
parental benefits (total of 35 weeks).

Proposed model:

When applying for standard parental
benefits, they decide to distribute the
additional weeks between them so that
Michel will access 28 weeks of benefits, and
Francois will access 12 weeks of parental
benefits (total of 40 weeks because they are
sharing). Neither of them exceed the limit of
35 weeks per parent.

If Michel and Francois had chosen the extended parental benefits option, up to
8 additional weeks of benefits paid at 33 per cent are available when sharing

extended parental benefits

48 Chapter 1



Adoptive opposite-sex parents share weeks of parental benefits
and access the additional weeks

Raoul and Maria plan to adopt a child. They decide to apply

for the standard parental benefits option.

Current model:

When applying for standard parental
benefits, they decide that Maria will
access 20 weeks of benefits, and
Raoul will access 15 weeks of parental
benefits (total of 35 weeks).

Proposed model:

When applying for standard parental
benefits, they decide that Maria will access
35 weeks of benefits, and Raoul will access
5 weeks of parental benefits (total of

40 weeks because they are sharing).
Neither of them exceed the limit of 35
weeks per parent.

If Raoul and Maria had chosen the extended parental benefits option, up to
8 additional weeks of benefits paid at 33 per cent are available when sharing

extended parental benefits.

Birth parents decide not to share weeks of parental benefits

Jessica and Mark are expecting a child. They decide to apply

for the standard parental benefits option.

Current model:

The couple decides that Jessica will
receive the maximum 35 weeks of
standard parental benefits to care for
their baby before returning to work.

Mark will not access any weeks of
El parental benefits.

Proposed model:

The couple decides that Jessica will receive
the maximum 35 weeks of standard
parental benefits to care for their baby
before returning to work.

Since they decided that Mark will not
access any weeks of El parental benefits,
the couple can only receive a maximum of
35 weeks (total of 35 weeks because they
are not sharing). The additional 5 weeks are
left on the table.

If Jessica and Mark had chosen the extended parental benefits option, Jessica could
receive up to 61 weeks of extended parental benefits. The additional 8 weeks are left

on the table
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More Accessible and Affordable Early Learning
and Child Care

Access to quality child care is a major challenge faced by many Canadian
families, with only 1 in 4 Canadian children having access to a regulated
child care space. Families are also concerned about child care affordability,
with daily child care fees that are high and rising.

The affordability and accessibility of early learning and child care options are
important in encouraging women to go back to work after parental leave.
When child care fees are too high, many families opt to have one parent
stay at home instead of returning to work. This is especially the case for low-
income workers, and most often it is women who forgo paid employment.
Affordable child care is particularly important for single mothers, who often
struggle to secure child care and engage in paid work, and who face a
greater risk of poverty than two-parent families.

In Budget 2017, the Government announced a long-term investment of
$7.5 bilion over 11 years, starting in 2017-18, to support more accessible and
affordable early learning and child care.

This was followed, in June 2017, by federal, provincial and territorial
governments reaching a historic agreement on a Multilateral Early Learning
and Child Care Framework, which will guide new investments in early
learning and child care towards five key principles—quality, accessibility,
affordability, flexibility and inclusivity.

The Government of Canada is entering into three-year bilateral agreements
with provinces and territories, with the intent to review and adjust these
agreements as heeded at each period of renewal over the 11-year
framework. Nine agreements have been reached so far.

50 Chapterl



What Will Early Learning and Child Care Bilateral
Agreements Achieve?

Nine bilateral agreements have now been signed with provinces and territories. Here
are some of the results Canadians can expect to see in their communities by 2020.
Newfoundland and Labrador
* Up to 540 children will have access to free or low-cost child care due to changes
to the Child Care Services Subsidy Program
e Increase in quality and training for child care centres serving up to 1,750 children

New Brunswick
* As many as 300 facilities will be transformed into designated early learning
centres, resulting in some 9,900 children benefitting from low-fee child care
Nova Scotia
e Families in harder-to-reach communities will have greater access to affordable
child care through the creation of 15 new child care centres, 500 new child care
spaces, and 90 new family day care sites
Nunavut
e All 39 centres and as many as 210 educators in Nunavut will benefit from Territory-
wide training and as many as 838 children will benefit from continued access to
child care spaces

Ontario
* Up to 100 new Ontario Early Years Child and Family Centres will be created,
supporting as many as 100,000 more child and family drop-in visits
e Up to 11,200 children will be supported through additional fee subsidies or
equivalent financial supports
Prince Edward Island
e Up to 100 children whose parents work non-standard or seasonal hours and can
receive specialized child care tailored to their needs
* Up to 200 infants and preschool children will be able to access a regulated
space (10 per cent increase)
Yukon
e Support 90 per cent of child care centres in maintaining fees without increasing
costs to parents
British Columbia
* The province is developing prototype centres to test the introduction of universal
child care. Children across the province will have access to low-cost infant and
toddler spaces at significantly reduced parent fees, including children from low-
income families benefiting from free child care

Manitoba
* An estimated 1,400 more affordable child care spaces will be created to support
lower-income, French-language and newcomer families, as well as
underserved communities

The Government is also partnering with Indigenous organizations to engage
with Indigenous Peoples across the country to co-develop an Indigenous
Early Learning and Child Care Framework. This framework will reflect the
unique cultural needs of First Nations, Inuit and Métis Nation children across
Canada. A commitment of $360 million, starting in 2017-18, has been made
towards the Framework over the next three years.
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In addition to bilateral agreements with other levels of government, the
Government will also dedicate funding towards specific initiatives to support
better outcomes for early learning and child care in Canada. Over the next
11 years, this includes:

e $100 million for early learning and child care innovation, which will support
new and innovative practices across the country and help to develop
more effective services to improve life outcomes for children and
their families.

* $95 million to close data gaps in order to better understand what child
care looks like in Canada, supporting strong reporting on progress made
in implementing the Multilateral Early Learning and Child Care Framework
and the Indigenous Early Learning and Child Care Framework.

Once bilateral agreements with all provinces and territories have been
concluded, it is expected that close to 40,000 children could benefit from
new subsidized child care spaces over the next three years. This means fewer
parents that have to make the difficult choice between working and staying
home to raise their families.

Children in the House and Parental Leave
for Parliamentarians

Our country is stronger when we empower decision-makers who reflect the
diversity of Canada. Part of encouraging the next generation of young
women to run for office is demonstrating that our institutions are modern and
family-friendly, and that the experiences they bring to the table will
contribute to their success.

The Government is supportive of, and will work with Parliament on, the
recommendations put forward in the report of the Standing Committee on
Procedure and House Affairs entitled Support for Members of Parliament with
Young Children. This includes ensuring that the House of Commons is flexible,
compassionate and reasonable in making accommodations for Members
with needs that are related to their parliamentary functions, improving work-
life balance, providing access to child care and designated spaces for the
use of Members with infants and children, and a change to the Standing
Orders of the House of Commons to allow an infant being cared for by a
Member of Parliament to be present on the floor of the House of Commons.
The Government will also bring forward amendments to the Parliament of
Canada Act to make it possible for Parliamentarians to take maternity and
parental leave.
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Supporting Community Women’s Organizations

When women come together, change happens. This is true around the world,
and it’s true here in Canada. Across the country, women’s organizations play
an important role in raising social awareness and mobilizing communities to

change laws, attitudes and social norms.

Created in 1973, the Women’s
Program provides funding support for
women’s organizations and
community-based groups working to
implement systemic change through
projects at the local, regional and
national level. These projects strive to
advance gender equality by
addressing the following priorities:
ending violence against women and
girls; improving women’s and girls’
economic security and prosperity;
and encouraging more women and
girls to reach leadership and
decision-making positions.

To support more initiatives that build
the capacity of equality-seeking
organizations, reduce gender
inequality in Canada, and promote a
fairer and more productive society,
the Government proposes to provide
$100 million over five years to Status
of Women Canada to enhance the
Women’s Program. This investment

City for All Women
Initiative

The Women’s Program provided
funding of close to $400,000 to
support the City for All Women
Initiative, a 36-month project
working to improve the economic
security of women and girls by
addressing the gendered impacts
of poverty in Ottawa.

The organization is conducting a
Gender-based Analysis Plus to
develop recommendations on
poverty reduction measures.

Key stakeholders are being
engaged in identifying strategies to
influence policies, practices,
services and budgets in Ottawa’s
municipal institutions to increase
their effectiveness for women and
girls.

will increase organizational and sector capacity on a needs basis, allowing
organizations to participate in ongoing training, skills development and
community engagement, while reducing competition among equality-
seeking organizations for funding. This investment will also ensure better
funding for organizations focused on vulnerable women, including groups

such as Indigenous women, women with

disabilities, members of the LGBTQ2

communities, and newcomer and migrant women.
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A National Conversation on Gender Equality
With Young Canadians

Gender-based Analysis Plus (GBA+) is a tool used to assess how diverse groups
of women, men and gender-diverse people may experience policies,
programs and initiatives. The “plus” in the gender-based analysis is an
acknowledgment that we need to go beyond sex and gender differences as
we have multiple identity factors that intersect and inform who we are,
including race, ethnicity, sexuality, religion, age and mental or physical ability.
Facilitating a national dialogue on the importance of integrating GBA+ in the
development of public policies, programs and initiatives is expected to
strengthen analytical capacity across the country and provide a means of
sharing results and best practices. To this end, the Government proposes to
provide Status of Women Canada with $1.3 million in 2018-19 to host a national
roundtable on GBA+. The Government also proposes to provide Status of
Women Canada with additional funding of up to $7.2 million over five years to
lead a national conversation on gender equality with young Canadians.

Engaging Men and Boys to Promote
Gender Equality

Gender equality is not just about women and girls. That is why the
Government of Canada will introduce a strategy focused on men and boys.
The Government will provide $1.8 million over two years to Status of Women
Canada to develop an engagement strategy for men and boys that
promotes equality and pilots innovative, targeted approaches to addressing
inequality. Few governments have a strategy focused on men and boys as
part of their work to create a more egalitarian society; investing in this effort
would make Canada a world leader in this area.

Men and boys have a vital role in creating workplaces that are free of
discrimination and in helping to build a society where harassment and
gender-based violence are no longer tolerated. They must be part of the
solution. At the same time, men and boys also have gendered intersecting
identities and experience inequality, and are not all a homogenous group.
This work will recognize that gender is not synonymous with women.

Evidence-Based Policy

In order to properly address gender inequality and track our progress towards
a more equitable society, we need to better understand the barriers different
groups face. The Government of Canada intends to address gaps in
gathering data and to better use data related to gender and diversity.

This includes proposing $6.7 million over five years, starting in 2018-19, and
$0.6 million per year ongoing, for Statistics Canada to create a new Centre
for Gender, Diversity and Inclusion Statistics. The Centre will maintain a public
facing GBA+ data hub to support evidence-based policy development and
decision-making—both within the federal government and beyond.
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The Centre will work to address gaps in the availability of disaggregated data
on gender, race and other intersecting identities to enrich our understanding of
social, economic, financial and environmental issues. The work conducted at
the Centre will include collecting, analyzing and disseminating data on visible
minorities to understand the barriers different groups face and how best to
support them with evidence-based policy.

As part of the Government’s commitment to address gaps in gender and
diversity data, the Government is also proposing to provide $1.5 million over
five years, starting in 2018-19, and $0.2 million per year ongoing, to the
Department of Finance Canada to work with Statistics Canada and Status of
Women to develop a broader set of indicators and statistics to measure and
track Canada’s progress on achieving shared growth and gender

equality objectives.

Budget 2018 also proposes to provide $5 million per year to Status of Women
Canada to undertake research and data collection in support of the
Government’s Gender Results Framework. One of the first projects this would
support is an analysis of the unique challenges visible minority and newcomer
women face in finding employment in science, technology engineering and
mathematics occupations. This research will fillimportant gaps in knowledge as
to how to achieve greater diversity and inclusion among the high-paying jobs
of tomorrow.

Recognizing the importance of poverty data in evidence-based decision-
making by all levels of government, the federal government additionally
proposes an investment of $12.1 million over five years, and $1.5 million per
year thereafter, to address key gaps in poverty measurement in Canada.

This includes ensuring that poverty data is inclusive of all Canadians, data on
various dimensions of poverty are captured, and the data is robust and timely.
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Skills for Tomorrow’s Economy

Our economy is evolving rapidly, with new opportunities and technologies
driving growth and reshaping the world of work. To make the most of these
emerging opportunities, governments, employers and workers must work
together to ensure Canadian workers have the skills they need to succeed in
an evolving economy.

Canada Summer Jobs 2019-20

A summer job helps students pay for their education, and gives them

the work experience they need to find and keep a full-time job after they
graduate. Starting in Budget 2016, the Government supported an additional
35,000 summer jobs under the Youth Employment Strategy’s Canada Summer
Jobs program. The Government proposes to provide an additional

$448.5 million over five years, starting in 2018-19, to the Youth Employment
Strategy. This funding will support the continued doubling of the humber of
job placements funded under the Canada Summer Jobs program in 2019-20
and provide additional resources for a modernized Youth Employment
Strategy in the following years, building on the input of the Expert Panel on
Youth Employment. A renewed Youth Employment Strategy will be
announced over the course of the next year.

Improving the Quality of Career Information
and Program Results

Better information leads to better outcomes. The Government of Canada is
investing in a digital platform to provide the accurate and up-to-date
information Canadians need to make informed career decisions, including
how much money they can expect to earn in a given field and what skills are
in demand by employers. The Government proposes to invest up to

$27.5 million over five years, starting in 2018-19, and $5.5 million per year
ongoing, from Employment and Social Development Canada’s existing
resources, to support an Education and Labour Market Longitudinal Linkage
Platform. This secure data platform, which will be housed within Statistics
Canada, will help to better track and make available important labour
market information. The information will be accessible to everyone, and wiill
be used to monitor government programs to ensure they are achieving
their objectives.

Making Employment Insurance More
Responsive and Effective

The Employment Insurance (El) program is an important support for Canadian
workers, providing temporary income support to people who have lost their
job or have to be absent from work for an extended period of time.

In addition to improving the design of parental benefits, Budget 2018
proposes a number of measures to make El supports more responsive to

the needs of Canadians who are dealing with major life events.
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Improving Working While on Claim

The El Working While on Claim pilot project allows claimants to keep 50 cents
of their El benefits for every dollar they earn, up to a maximum of 90 per cent
of the weekly insurable earnings used to calculate their El benefit amount.
This pilot project is scheduled to expire in August 2018. The Government
proposes to introduce amendments to the Employment Insurance Act to
make the current El Working While on Claim pilot rules permanent, providing
$351.9 million over five years, starting in 2018-19, and $80.1 million per year
ongoing. The legislation will also include a provision to grandfather claimants
who have chosen, under the current pilot project, to revert to more flexible
rules of a previous pilot project introduced in 2005. Claimants will be able to
continue to do so for up to three years, until August 2021.

While these provisions already apply to parental and caregiving benefits,
they do not currently apply to maternity and sickness benefits. In these
instances, Canadians who wish to stage their return to work after an illness or
the birth of a child have limited flexibility to do so without jeopardizing their El
benefits. Extending the Working While on Claim pilot provisions to El maternity
and sickness benefits will enable greater flexibility so Canadians can keep
more of their El benefits when they need them most.

Helping Workers in Seasonal Industries

For most Canadians losing a job is a temporary, one-time occurrence.

The length of time it takes to find a new job will depend on the circumstances
of each individual and the local job market they face at a particular point

in time. This is why El provides benefits that vary depending on the regional
unemployment rate.

However, a number of Canadians also work in jobs like tourism and fish
processing which fluctuates by season. Because El benefits vary from year to
year in each region, this dynamic can cause disruption for workers whose
main jobs are seasonal. For those who are not able to find alternative
employment until the new season begins, this can represent a challenging
and stressful loss of income, especially if El benefits vary significantly from year
to year.

To test new approaches to better assist workers most affected by these
circumstances, Budget 2018 proposes to invest $80 million in 2018-19 and
$150 million in 2019-20 through federal-provincial Labour Market
Development Agreements. In the coming months, the Government will work
with key provinces to co-develop local solutions that can be tested to
support workforce development. This builds on short-term actions the
Government is already taking in collaboration with key provinces to address
this challenge this fiscal year. In addition, Employment and Social
Development Canada will reallocate $10 million from existing departmental
resources to provide immediate income support and training to affected
workers. These measures will help ensure that unemployed workers in
Canada’s seasonal industries have access to the supports they need when
they need them most.

Budget 2018 proposes legislative amendments, as required, to assist workers
in seasonal industries.
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Improving Access to the Canada
Learning Bond

Education and training are the keys to finding and keeping good jobs.

The Canada Learning Bond and Canada Education Savings Grant are
contributions that the Government of Canada makes to Registered
Education Savings Plans (RESPs) to help Canadians save for a child’s
education after high school. Through these tools, the Government of Canada
is helping to make education more affordable and accessible.

Building on Budget 2017 measures, the Government of Canada is working
with the Province of Ontario to integrate RESP referrals into the Ontario online
birth registration service. This means more children from low-income families
will be able to access the Canada Learning Bond.

Parents will be able to open an RESP at the same time as they apply for other
services under the Ontario online birth registration service. Once an RESP is
open, eligible children may begin to receive the Canada Learning Bond to
help support future studies at a trade school, college or university, or in an
apprenticeship program—without any contributions required by their parents
or others.

Labour Market Transfer Agreements

Through Budget 2017, the Government made significant additional
investments of $2.7 billion over six years, beginning in 2017-18, in Labour
Market Transfer Agreements with provinces and territories to help Canadians
prepare, find, advance in, and keep good jobs. These investments help
improve skills training and employment supports for unemployed and
underemployed Canadians. This means that more Canadians—including
those who face significant barriers to employment—will get access to the
training and supports they need to earn more money, improve their job
security and succeed in a changing economy. The new agreements also
give additional flexibility to provinces and territories to address their own
needs, to expand eligibility and to focus on outcomes.
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Flexible Skills and a Resilient
Labour Force

To build a strong, flexible and resilient
labour force, Budget 2018 proposes to:

* Give young Canadians valuable
work experience, by continuing to
double work placements through
the Canada Summer Jobs
program. To this end, Budget 2018
proposes to invest an additional
$448.5 million over five years,
starting in 2018-19, in the Youth
Employment Strategy.

* Provide information to Canadians
about the relationship between
careers and skills, so that they are
well-equipped to make smart
education and employment
decisions. Budget 2018 proposes
to invest $27.5 million over five
years, starting in 2018-19, and
$5.5 million per year ongoing, from
Employment and Social
Development Canada’s existing
resources, towards creating an
Education and Labour Market
Longitudinal Linkage Platform.

* Legislate the current Employment
Insurance (El) Working While on
Claim pilot rules and expand them
to El maternity and sickness
benefits, so that workers can
maintain their connection to the
labour force during periods of
temporary unemployment.
Budget 2018 proposes to invest
$351.9 million over five years,
starting in 2018-19, and
$80.1 million per year ongoing, to
meet this objective.

e Provide an additional $230 million
over two years, starting in 2018-19,
through the Labour Market
Development Agreements to co-
develop local solutions to unique
challenges faced by workers in
seasonal industries.

Progress on Lifelong
Learning

Canadians’ overall approach to
learning has changed. At one
time, Canadian workers could
expect to train for a good, well-
paying job and then keep a
single job through to retirement.
Today, workers and employers
alike are challenged to keep
pace with evolving technologies
and rising competition.
Canadians today must
approach learning as a lifelong
commitment, and the
Government of Canada is
working hard to support this.

The Government continues to
make progress on its Budget
2017 commitments to enhance
student aid for adult learners.

It has expanded eligibility for
Canada Student Grants and
Loans for part-time students and
for full- and part-time students
with children, and introduced a
three-year pilot project that will
provide adults returning to
school on a full-time basis after
several years in the workforce
with an additional $1,600 in grant
funding per school year. The pilot
will also make it easier for adult
full-time students to qualify for
grants given their drop inincome
while they are in school.
Canadians will be able to
benefit from these measures
starting August 1, 2018.
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The Government has also made it possible for more youth to gain work
experience by doubling the number of placements under Canada Summer
Jobs. This has resulted in nearly 70,000 students per year getting hands-on work
experience through summer employment and generating income for their
post-secondary education. In this way, the Government has supported more
youth—many of whom would not otherwise have found equivalent work
experience—save approximately one-third of their educational expenses for
the following school year, and gain key skills needed for employability.

The Government has also made progress with provincial and territorial
partners to promote and expand the use of Employment Insurance (El)
flexibilities to ensure that unemployed adults who pursue self-funded training
are able to keep their El benefits. Together, these measures will help
Canada's workers to improve their skills and upgrade their credentials
throughout their working lives, positioning them to benefit from and
contribute to shared economic growth.

Helping Women Enter and Succeed
in the Trades

The skilled trades represent high-
quality and well-paid middle class jobs
that are critical to Canada’s

Red Seal Trades

The Red Seal Program is the
Canadian standard of
excellence for skilled trades.
Formally known as the
Interprovincial Standards Red
Seal Program, it sets common
standards to assess the skills of
tradespersons across
Canada. Tradespersons who
meet the Red Seal standard
receive a Red Seal
endorsement on their
provincial or territorial trade
certificates.

There are currently

56 designated Red Seal
trades, ranging from bakers
to welders, and agriculturalists
to hairstylists.

Red-Seal.ca

economic growth. Yet few women
choose the most highly skilled fields,
and those that do can face significant
barriers to entry and advancement in
these careers.

There is a substantial gender gap in
apprenticeship training, with women
accounting for only 11 per cent of
new registrants in interprovincially
recognized Red Seal skilled trades.

This pattern of women's under-
participation in higher-paid, male-
dominated trades has meant that
women are not only comparatively
underpaid in the trades sectors, but
also wrongly perceived as
uninterested in or incapable of
pursuing careers in the higher-paid
male-dominated fields.
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To encourage women to pursue careers in male-dominated—and better-
paid—Red Seal trades, and to ensure that women are increasingly able to
model leadership to other aspiring female tradespeople, the Government is
allocating $19.9 million over five years, starting in 2018-19, to pilot an
Apprenticeship Incentive Grant for Women. Under the Grant, women in
male-dominated Red Seal trades would receive $3,000 for each of their first
two years of training (up to $6,000). This, in combination with the existing
Apprenticeship Completion Grant valued at $2,000, will result in a combined
$8,000 in support over the course of their training for a female apprentice
training to become a welder, machinist pipe fitter or any other skilled trade
that is male-dominated. Nearly 90 per cent of Red Seal trades would be
eligible for the Grant.

Pre-Apprenticeship Program

Understanding the value and promise of careers in the skilled trades, and the
importance of these professions to Canada as a whole, the Government of
Canada is also proposing to introduce a new Pre-Apprenticeship Program.
This program will encourage underrepresented groups—including but not
limited to women, Indigenous Peoples, newcomers and persons with
disabilities-to explore careers in the skilled trades. Working in partnership with
provinces, territories, post-secondary institutions, training providers, unions and
employers, the Pre-Apprenticeship Program will help Canadians explore the
trades, gain work experience, make informed career choices and develop
the skills needed to find and keep good, well-paying jobs in the trades.

The Government will provide $46 million over five years, starting in 2018-19,
and $10 million per year thereafter, for the Pre-Apprenticeship Program.

Women in Construction Fund

In addition to the above measures, the Government will be launching the
Women in Construction Fund in 2018-19, with an investment of $10.0 million
over three years from Employment and Social Development Canada’s
existing resources. The Program will build on existing models that have proven
to be effective in attracting women to the trades. These models provide
supports such as mentoring, coaching and tailored supports that help women
to progress through their training and find and retain jobs in the trades.

The Government has also launched the new Union Training and Innovation
Program. A key component of this Program is to support women to enter and
succeed in the trades. Projects are now starting to roll out and most are
aimed specifically at increasing the participation and success of women in
the trades.
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Getting Into and Staying in the Workforce and
Career Pathways for Visible Minority
Newcomer Women in Canada

Fawzia’s Story

Fawzia immigrated to Canada in
2009 from Somalia, where she
was a practicing
gynecologist/obstetrician.

After spending a year
attempting to get recertified to
practice medicine in Canada,
she decided to volunteer at a
local hospital, where she spends
her time helping escort patients
between departments. She loves
being back in a hospital setting
but misses being able to care for
her own patients one-on-one,
and worries about losing the
practical skills that are an
important part of her profession.

Employment is key to the successful
integration of newcomers to Canada,
supporting their financial
independence and allowing them to
make social connections and retain
and build job skills. However,
newcomers sometimes face significant
barriers to finding and keeping good
jobs, including language challenges,
lack of Canadian experience, a lack of
social networks and, in some cases,
discrimination. For many visible minority
newcomer women, there are
additional barriers, including both
gender- and race-based discrimination,
precarious or low-income employment,
lack of affordable and accessible child
care, lower language and literacy
levels, lack of community and social
supports, and limited or interrupted
education in their home country. To

help reduce these barriers, the Government will launch a three-year pilot to
support programming for newcomer women who are also members of visible
minorities and provide $31.8 million over three years starting in 2018-19.

Helping Vulnerable People Access

Government Funding

The Government of Canada provides grants and contributions funding to
organizations across the country that deliver social services to Canadians.
These organizations often serve our country’s most vulnerable people,
including Indigenous Peoples, newcomers and persons with disabilities,
providing them with supports to improve basic skills and language proficiency
and achieve foreign credential recognition. However, many of these
organizations do not have the organizational capacity to pursue government
contracts or maximize available funding opportunities. Recognizing the
importance of the work that these organizations undertake, the Government
will reallocate $7.8 million over five years, beginning in 2018-19, from
Employment and Social Development Canada’s existing resources, to help
community organizations build this capacity.
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Investing in Skills for the Future

Keeping up with future skills needs is a daunting task for Canadian workers,
employers, governments and educational leaders. The Government
recognizes that innovative approaches are needed to take advantage of
emerging opportunities, technologies and trends and ensure that middle
class Canadians benefit from economic growth.

Future Skills for Canadians

Since 2016, the Advisory Council on Economic Growth has provided expert advice
to the Government on policy actions that can be taken to help create the
conditions for strong and sustained long-term economic growth. In February 2017,
the Advisory Council released their second report, calling on the Government of
Canada to build a highly skilled and resilient workforce by investing in a FutureSkills
Lab. To this end, Budget 2017 committed $225 million over four years, starting in
2018-19, and $75 million per year thereafter, to establish a new organization
tasked with identifying the skills sought and required by employers, exploring new
and innovative approaches to skills development, and sharing information to
inform future investments and programming.

Working with provinces and territories, the private sector, educational institutions
and not-for-profit organizations, the Government will launch Future Skills this spring.
Future Skills will bring together expertise from all sectors and leverage experience
from partners across the country. It will also include an independent Council to
advise on emerging skills and workforce trends, and a research lab focused on
developing, testing and rigorously measuring new approaches to skills assessment

and development.

PREPARING CANADA'S LABOUR FORCE FOR
THE SKILLS OF TOMORROW

00 2
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SKILLS SKILLS LAB
INNOVATION COUNCIL Autonomous research lab

Up to 15 expert independent to pursue projects
members who report to prototype, test and
publicly through the disseminate evidence on
Minister of Employment, skills development
Workforce Development and measurement.
and Labour.
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Horizontal Skills Review

From basic literacy and numeracy support to specific skilled trades training to
financial supports and work experiences offered to students, the Government
provides a wide range of skills programming to meet a variety of needs.

To maximize the effectiveness of these programs, particularly in the way that
they offer support to workers wishing to take advantage of emerging
opportunities, the Government will undertake a horizontal review of skills
programming over the next year. In support of this review, the Government
proposes to provide $0.75 million in 2018-19 to the Treasury Board Secretariat.
This, in conjunction with the Future Skills organization, will provide Canada’s
labour force with the information and training needed to meet future
challenges and opportunities head on.

Strengthening and Diversifying Trade

Canada’s economic success rests not only on the hard work of Canadians,

but also on strong trade relationships in an increasingly globalized world.
Canada is—and always has been—a trading nation, and Canadians
recognize that done properly, trade can be a positive force for change. It

can drive economic growth, create good, well-paying jobs for the middle
class, and open up opportunities for Canadian businesses to grow and expand.

To ensure that trade benefits Canadians, and to ensure that those benefits
are felt by everyone, the Government is:

» Actively deepening trade relationships, through modern, progressive free
trade agreements in North America, Europe and new, fast-growing
markets in Asia. As a result of the recently concluded Canada-European
Union Comprehensive Economic and Trade Agreement (CETA) and
Comprehensive and Progressive Agreement for Trans-Pacific Partnership
(CPTPP), preferential market access for Canadian goods and services
abroad has more than doubled, from 31 per cent to 63 per cent of world
gross domestic product (GDP).

« Making new, transformative enhancements to Canada’s export programs
to help Canadian businesses find customers around the world.

» Ensuring that trade is done responsibly, in a rules-based way.

Modernizing the North American Free
Trade Agreement

Since its inception in 1994, the North American Free Trade Agreement
(NAFTA) has been a significant contributor to growth and jobs in Canada,
the United States and Mexico, improving the lives of workers and families in
all three partner countries. Our combined trading relationship has increased
three-fold in that time, and is now worth approximately US$1 trillion

each year.
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Under NAFTA, North America has become the biggest, most comprehensive
economic bloc in the world, comprising a quarter of the world’s GDP, with
only seven per cent of its population.

Our inter-connected supply chains mean Canadians, Americans and
Mexicans not only sell to one another; we build things together and sell them
to the world.

While economic gains under the agreement have been positive for all
three countries, NAFTA requires an update. It should be modernized for the
21st century, to ensure the benefits of trade are shared more broadly, with
more people.

That’s why we are working hard to renegotiate an updated and improved
North American Free Trade Agreement that is win-win-win—one that will
foster greater opportunity for the middle class, and those working hard to join
it, in Canada, the United States and Mexico.

We will always uphold and defend Canadians’ interests and values.
The Government of Canada is committed to reaching a good deal.

Europe

The Government is also looking beyond North America, to establish closer
trade relationships with large and emerging markets.

In Europe, this has meant the delivery of CETA. As of September 2017, all
significant parts of the agreement have been brought into force, deepening
our ties with the world’s second-largest single-market economy and providing
Canadian businesses with unprecedented access to a market of 500 million
people, with a GDP of $22 trillion.

With commitments on labour rights, environmental protection, sustainable
development and cultural diversity, CETA represents a model for a modern
and progressive trade agreement.

Asia-Pacific
The Government is also actively pursuing trade opportunities for Canada in

the fast-growing Asia-Pacific region.

One landmark achievement is the recently concluded CPTPP, which,
together with the Canada-Korea Free Trade Agreement that came into force
in 2015, will solidly anchor Canada’s place in the Asian market.
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The CPTPP, the largest regional trade deal in history, will establish a network of
open markets in the Asia-Pacific region, representing 495 million people with
a combined GDP of $13.5 trillion. This includes important Asian markets such
as Japan, Malaysia and Vietnam, with significant potential for further growth
over time as additional countries join the agreement.

In addition to opening markets, the Government worked hard to ensure that
the CPTPP safeguards the importance of preserving cultural identity and
diversity, and promoting corporate social responsibility, gender equality and
Indigenous rights. It also enshrines the strongest labour and environmental
provisions of any trade deal in history.

As it pursues new opportunities for trade, the Government will work with key
sectors—such as the auto sector and supply managed sectors—to evaluate
the potential economic impacts of trade agreements, and ensure these key
sectors remain strong and competitive.

Pursuing New Markets

In addition to NAFTA, CETA and the CPTPP, the Government is continuing to
pursue other opportunities for free trade agreements around the world,
including ongoing exploratory talks with China, and discussions with a
number of important partners, and regional groupings such as the Pacific
Alliance (Chile, Colombia, Mexico and Peru), MERCOSUR (Argentina, Brazil,
Paraguay and Uruguay) and the Association of Southeast Asian Nations
(ASEAN).

Chart 1.7
Canada's Free Trade Network
(based on percentage of world GDP)
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Sources: International Monetary Fund, World Economic Outlook Database; World Bank Database.

As a further accelerator for more exports to Asia, the Government will be
making targeted enhancements to its export programming for the region.

In particular, this new strategy aims to develop stronger bilateral relations with
China—Canada’s second-largest single-nation trading partner—in order to
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create more jobs in Canada through expanded trade. Canada and China
have a shared goal of doubling bilateral trade by 2025.

The Government proposes to provide up to $75 million over five years, starting
in 2018-19, with $11.8 million per year thereafter, to Global Affairs Canada to
establish a stronger Canadian diplomatic and trade support presence in
China and Asia. This includes bolstering the number of Canadian diplomats
and trade commissioners on the ground in China as well as new initiatives to
promote Canada’s trade with China and other Asian markets.

Ensuring Rules-Based and Responsible Trade

As we seek to open up markets around the world, we also need to support
domestic industries in the wake of trade actions, and need to take steps to
ensure a robust rules-based trading system that balances the interests of
Canadian stakeholders at home and abroad.

To that end, the Government is committed to supporting and defending the
Canadian forest industry in the face of unjustified U.S. duties. The Government
proposes to provide $191 million over five years, starting in 2018-19, to Global
Affairs Canada and Natural Resources Canada to support softwood lumber
jobs, including through litigation under the World Trade Organization and the
NAFTA dispute settlement mechanisms. The Government will also continue its
negotiating efforts towards a durable softwood lumber agreement with the
U.S. that will bring stability on both sides of the border.

The Government has also taken steps in recent years, including through
amendments to the Special Import Measures Act, to ensure that the trade
remedy system is effective and fair. In light of the essential function that the
Canadian International Trade Tribunal performs in Canada’s trade remedy
system, the Government proposes to amend the Canadian International
Trade Tribunal Act to ensure that it continues to effectively deliver on its
mandate. In addition, the Government recently reviewed the level of anti-
dumping duties applied to imports of gypsum board from the U.S., and has
concluded that they are preventing injury to domestic producers while
ensuring adequate supply in the market. The Government will continue to
monitor this situation to ensure the duties are having the intended effect.

Because it believes that trade is best when it works for everyone, the
Government has announced it is creating an independent Canadian
Ombudsperson for Responsible Enterprise. This represents a new global
standard in promoting responsible business conduct. The Ombudsperson

will work to ensure that Canadian firms operating abroad exercise leadership
in ethical, social and environmental practices. Funding of $6.8 million over

six years, starting in 2017-18, with $1.3 million per year thereafter, will be
provided for this initiative.
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A Fair Tax System for All Canadians

When middle class Canadians have more money to invest, save and grow

the economy, all Canadians benefit. That’s why our first substantial piece of
legislation was to restore fairness to Canada’s tax system, by raising taxes on
the wealthiest one per cent, so that we could cut taxes for the middle class.

To have an economy that works for everyone, we need a tax system that is
fair, and we need all Canadians to pay their fair share. After all, the taxes we
pay as Canadians build the infrastructure that gets our goods to market, and
helps create good, well-paying jobs. The taxes we pay help to set broken
bones, and push cancer into remission. And the taxes we pay mean that if a
hard-working Canadian loses her job, she might not have to lose her house.

Delivering the programs and services that Canadians need, while keeping
taxes low for small businesses and middle class families, is important to this
Government, and to all Canadians.

That’s why in each of its budgets, the Government has taken steps to
strengthen the Canada Revenue Agency’s ability to crack down on tax
evasion and combat tax avoidance. The Government has also taken action
to close tax loopholes that result in unfair tax advantages for some at the
expense of others.

Cracking Down on Tax Evasion and
Combatting Tax Avoidance

Improving the Fairness and Integrity of the
Canadian Tax System

Tax evasion and tax avoidance has a serious financial cost for the
Government and all taxpayers. By cracking down on tax evasion, particularly
abroad, our Government can ensure that it has the money needed to deliver
programs that help the middle class and people working hard to join it.

And by preserving the integrity of the tax system, Canada remains positioned
as an attractive place to work, invest and do business.

In recent years, the Canada Revenue Agency (CRA) has implemented
transformational changes to its compliance programs. By targeting non-
compliance in the highest-risk areas, including wealthy individuals with offshore
accounts, the CRA is able to more effectively limit tax evasion and avoidance.

These efforts are showing concrete results for Canadians.

Over the last two fiscal years, the Government reviewed all large money
transfers between Canada and eight countries of concern—a total of 187,000
transactions worth a total of over $177 bilion that merited closer scrutiny.

Working closely with partners in Canada and around the world, there are
now over 1,000 offshore audits, and more than 40 criminal investigations with
links to offshore transactions.
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The Government is also aggressively going after those who promote tax
avoidance schemes, and so far has imposed $44 million in penalties on these
third parties.

Thanks to these and all other audit efforts, the Government has identified
$25 billion in fiscal impact from the past two fiscal years.

To further combat tax evasion and tax avoidance, the Government will invest
$90.6 million over five years to address additional cases that have been
identified through enhanced risk assessment systems, both domestically

and internationally.

As the CRA has a proven track record of meeting expectations from
targeted compliance interventions, Budget 2018 accounts for the expected
revenue impact of $354 million over five years. These amounts do not reflect
the gain that will be realized by provinces and territories, whose tax revenues
will also increase as a result of these initiatives.

To ensure taxpayers understand and meet their tax obligations, the CRA
proposes to continue to expand its outreach efforts. These efforts improve tax
compliance through a “get it right from the start” approach that educates,
informs and supports taxpayers by improving service and encouraging
voluntary compliance.

To ensure that Canada’s federal courts, including the Tax Court of Canada,
receive adequate support to address a growing and increasingly complex
caseload, the Government will provide $41.9 million over five years, and
$9.3 million per year ongoing, to the Courts Administration Service.

This investment includes support for new front-line registry and judicial staff,
most of whom are expected to support the Tax Court of Canada.

Increased Reporting Requirements for Trusts—
Beneficial Ownership

Better information on who owns which legal entities and arrangements in
Canada—known as “beneficial ownership information”—uwiill help authorities
to effectively counter aggressive tax avoidance, tax evasion, money
laundering and other criminal activities perpetrated through the misuse

of corporate vehicles.

To improve the availability of beneficial ownership information, the
Government proposes to introduce enhanced income tax reporting
requirements for certain trusts to provide additional information on an annual
basis, applicable for the 2021 and later taxation years.

In December 2017, federal, provincial and territorial Finance Ministers agreed
in principle to pursue legislative amendments to their corporate statutes to
require corporations to hold accurate and up-to-date information on
beneficial owners, and to eliminate the use of bearer shares.
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The Government proposes to introduce legislative amendments to the
Canada Business Corporations Act to strengthen the availability of beneficial
ownership information.

The Government will continue to collaborate with the provinces and territories to
assess potential mechanisms to enhance the effectiveness of the overall system.

Combatting Aggressive International
Tax Avoidance

Strenghtening Canada’s International Tax Rules

The Government is also taking action to fight aggressive international tax
avoidance by introducing measures to protect the integrity, and improve the
fairness, of Canada’s international tax system. This system includes rules to
prevent taxpayers from avoiding Canadian income tax by shifting property
income into foreign resident corporations. It also includes rules aimed at
ensuring that non-residents pay their fair share of tax on income derived from
Canadian sources.

To strenghen Canada’s international tax rules, the Government is proposing
measures to:

» Ensure that these rules cannot be avoided through the use of so-called
“tracking arrangements” (which allow taxpayers to “track” to their
specific benefit the return from assets that they contribute to a foreign
resident corporation).

» Prevent unintended, tax-free distributions by Canadian corporations to
non-resident shareholders through the use of certain transactions involving
partnerships and trusts.

Update on International Tax Avoidance—Base
Erosion and Profit Shifting

The Government is committed to safeguarding Canada's tax system and has
been an active participant in the Organisation for Economic Co-operation and
Development/Group of Twenty (OECD/G20) project to address both the
inappropriate shifting of profit offshore and other international planning to avoid
tax by corporations and some wealthy individuals, known as the Base Erosion
and Profit Shifting (BEPS) Initiative. The Government will continue to work with its
international partners to improve international dispute resolution, and to ensure
a coherent and consistent response to fight cross-border tax avoidance.
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Improving Domestic Rules That Affect Cross-Border Activities

Strengthening the Canada has long had a robust set of rules to prevent the avoidance
Controlled Foreign or deferral of tax through the use of foreign affiliates.
Corporation Rules The Government continues to monitor the effectiveness of these

rules and to adapt them as needed, including through the
introduction in Budget 2018 of proposals to address “tracking
arrangements”.

Reinforcing Substance Requirements

Preventing Treaty Abuse Canada intends to adopt new rules in its tax treaties to more
effectively address treaty abuse, such as treaty shopping.
These include anti-treaty abuse provisions that may be adopted
under the Multilateral Convention to Implement Tax Treaty Related
Measures to Prevent Base Erosion and Profit Shifting or in the process
of negotiating new, or renegotiating existing, tax treaties.

Aligning Transfer Pricing Canada has adopted the revised OECD Transfer Pricing Guidelines

Outcomes With Value and has played an important role in developing additional

Creation guidance on issues identified in the course of the BEPS project. These
issues include the attribution of profits to permanent establishments,
the use of the profit split method, and the treatment of hard-to-value
intangibles. Additional guidance is due to be published over the
course of 2018.

Improving Transparency and Certainty

Country-by-Country Large multinational enterprises in Canada and elsewhere are

Reporting now required to file country-by-country (CbC) reports containing
information on their global allocation of income and taxes, as well
as the nature of their global business activities. These reports are
exchanged with other tax authorities with whom Canada has a
bilateral exchange agreement or with whom an exchange
relationship has been activated under the OECD multilateral
competent authority agreement for the exchange of CbC reports.
CbC reports are an important tool in combatting BEPS by providing
the CRA and other tax authorities with new information to better
assess transfer pricing risks.

Harmful Tax Practices The CRA spontaneously exchanges information on certain tax rulings
with other tax administrations. Such exchanges form part of a
coordinated international effort to counter harmful tax practices.

Supplementary Actions

Multilateral Instrument In 2017, Canada, along with 71 other jurisdictions, became
signatories to the Multilateral Convention to Implement Tax Treaty
Related Measures to Prevent Base Erosion and Profit Shifting (known
as the Multilateral Instrument or MLI). The MLI is intended to allow
participating jurisdictions to modify their existing tax treaties to
include measures developed under the OECD/G20 BEPS project
without having to individually renegotiate those treaties. The MLl is a
high priority for the Government and an important tool in
combatting international tax avoidance. In 2018, Canada will be
taking the steps necessary to enact the MLI into Canadian law and
to ratify the MLI as needed to bring it into force. Canada continues
to expand and update its network of tax treaties and tax information
exchange agreements. As one example, Canada will seek to bring
into force the tax treaty with Madagascar that was signed in
November 2016.
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Common Reporting Standard—Sharing of
International Tax Data

The recent implementation of the OECD/G20 Common Reporting Standard
that allows jurisdictions to automatically exchange information on financial
accounts held by non-residents will help advance the Government’s
commitment to promote compliance and combat tax evasion. To ensure
that the information received is properly leveraged to address the highest-risk
population of tax evaders, the Government will provide $38.7 million over
five years to the CRA. This will allow the CRA to expand its offshore
compliance activities through the use of improved risk assessment systems
and business intelligence, and will facilitate the hiring of additional auditors.

Holding Passive Investments Inside a
Private Corporation

In October 2017, the Government announced it would lower taxes on small
businesses from 10.5 per cent to 9 per cent by 2019, while making sure the
small business tax rate was not being used to gain a personal tax advantage
for a very small number of wealthy individuals.

Corporate income is taxed at lower rates than personal income to provide
businesses with more money to invest, grow and create jobs. Currently,
however, some wealthy corporate owners can gain significant tax
advantages by holding corporate income inside their corporation for
personal savings purposes. Action is needed to ensure that the tax system
encourages corporate owners to use low corporate tax rates to support their
business, not for significant personal tax advantages.

The Government has engaged Canadians in an open dialogue on tax
planning strategies using private corporations, and has listened to their
feedback. With respect to efforts to limit the benefits of passive investments
held within private corporations, in October 2017 the Government committed
that, in any changes it would make, it would ensure that:

« Passive investments already made by private corporations’ owners,
including the future income earned from such investments, are protected,

» Going forward, a $50,000 threshold on passive income in a year
(equivalent to $1 million in savings, based on a nominal 5-per-cent rate of
return) would be available to provide more flexibility for business owners to
hold savings for multiple purposes, including savings that can later be used
for personal benefits such as sick leave, maternity or parental leave, or
retirement; and

« Incentives would be maintained such that Canada’s venture capital
and angel investors can continue to invest in the next generation of
Canadian innovation.
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During the period of consultation, the Government heard that its proposals
could be very complex and add significant burdens on businesses. Consistent
with the Government’s outlined principles, and consistent with the helpful
contributions of many Canadians in the consultation period, the Government
proposes two new measures to limit deferral advantages from holding
passive savings in a corporation, but in a more targeted and simpler manner
than was proposed in July 2017.

Limiting Access to the Small Business Tax Rate to
Small Businesses

The first measure proposes to limit the ability of businesses with significant
passive savings to benefit from the preferential small business rate. The
current small business deduction limit allows for up to $500,000 of active
business income to be subject to the lower small business tax rate. Access to
the lower tax rate is phased out on a straight-line basis for associated
Canadian-controlled private corporations (CCPCs) having between

$10 million and $15 million of aggregate taxable capital employed

in Canada.

In the consultation, many tax experts and advisors suggested that the main
reason for the use of private corporations as a tax planning tool was the
significant difference between personal tax rates and the low small business
tax rate. Rather than remove access to the refundable taxes as proposed in
July 2017, an alternative proposed approach is instead to gradually reduce
access to the small business tax rate for corporations that have significant
passive investment income. Such an approach would reinforce the principle
that the small business rate is targeted to support small businesses, which tend
to have more difficulty accessing capital, so they can re-invest in their active
business, not accumulate a large amount of passive savings.

Consistent with this principle, Budget 2018 proposes to introduce an
additional eligibility mechanism for the small business deduction, based on
the corporation’s passive investment income.

Under the proposal, if a corporation and its associated corporations earn
more than $50,000 of passive investment income in a given year, the amount
of income eligible for the small business tax rate would be gradually reduced.
For the limited number of corporations earning that level of passive income,
their corporation’s active business income would potentially be taxed at the
general corporate income tax rate.

It is proposed that the small business deduction limit be reduced by $5 for
every $1 of investment income above the $50,000 threshold (equivalent to
$1 million in passive investment assets at a 5-per-cent return), such that the
business limit would be reduced to zero at $150,000 of investment income
(equivalent to $3 million in passive investment assets at a 5-per-cent return).
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Chart 1.8
Reduction in the Small Business Deduction Limit Based on Passive
Investment Income
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The proposal represents an important departure from the July approach.
Importantly, the design does not directly affect taxes on passive investment
income. Under this proposal, the tax applicable to investment income
remains unchanged—refundable taxes and dividend tax rates will remain the
same, unlike the July 2017 proposal. No existing savings will face any
additional tax upon withdrawal, thereby maintaining the Government’s
commitment to protect the tax treatment of all past savings and investments.

The new approach will be much simpler to comply with, will not require the
tracking of new and legacy pools of passive investments, and will target only
private corporations with more than $50,000 in passive investment income
per year or approximately $1 million in passive investment assets (assuming an
average 5-per-cent return).

Furthermore, capital gains realized from the sale of active investments or
investment income incidental to the business (e.g., interest on short-term
deposits held for operational purposes) will not be taken into account in the
measurement of passive investment income for purposes of this measure.
With the proposed approach, incentives will be maintained such that
Canada’s venture capital and angel investors can continue to invest in
Canadian innovation.

Limiting Access to Refundable Taxes for
Larger CCPCs

The second measure will limit tax advantages that larger CCPCs can obtain
by accessing refundable taxes on the distribution of certain dividends.
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The tax system is designed to tax investment income earned by private
corporations at a higher rate, roughly equivalent to the top personal income
tax rate, and to refund a portion of that tax when investment income is paid
out to shareholders.

In practice, however, any taxable dividends paid by a private corporation
can trigger a refund of taxes paid on investment income, regardless of the
source of that dividend (i.e., whether coming from investment income or
lower-taxed active business income).

This means that larger CCPCs can pay out lower-taxed dividends from their
pool of active income taxed at the general corporate rate, and still claim a
refund of taxes paid on their investment income which is intended to be
taxed at higher tax rates. This can provide a significant tax advantage.
Budget 2018 proposes that CCPCs no longer be able to obtain refunds of
taxes paid on investment income while distributing dividends from income
taxed at the general corporate rate. Refunds will continue to be available
when investment income is paid out.

Targeting the Impact of Passive
Investment Changes

In total, Budget 2018’s proposals on passive investments are targeted—Iless
than 3 per cent of CCPCs will be affected, approximately 50,000 private
corporations.

Overall, more than 90 per cent of the tax revenues from the two measures
would be generated from corporations whose owners’ household income is
in the top 1 per cent of the income distribution. Owners below the top
1-per-cent threshold whose corporations are affected by the measures would
nevertheless typically have significant accumulated wealth.

The two measures will apply to taxation years that begin after 2018.
In total, inclusive of the Government’s changes to income sprinkling rules, the

Government expects to raise from these measures $925 million per year by
2022-23.

Table 1.1
Measures to Limit Tax Planning Using Private Corporations
($ millions) 2017-18  2018-19  2019-20  2020-21  2021-22  2022-23 Total

Holding Passive Investments Inside a Private Corporation

0 (43) (305) (650) (630) (705) (2,333)

Income Sprinkling Using Private Corporations (December 2017)

(45) (190) (200) (205) (215) (220) (1,075)

Total (45) (233) (505) (855) (845) (925) (3,408)
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How These Changes May Affect Businesses That Hold
Passive Investments

Elise owns a catering business. Her corporation earns $100,000 (after
tax) in business income each year, and pays out $75,000 as
dividends to cover Elise’s living expenses. She saves the other
$25,000 in each of the next three years to build up a fund for her
planned parental leave. Elise will not be affected by the new rules
because the investment income on her savings will be well below
the $50,000 threshold, and she does not earn business income taxed
at the general corporate rate.

Simon is an incorporated farmer. Whenever possible, he puts aside
excess income to manage weather and other risks affecting his
livelihood. His goal is to save $500,000. He chooses to save through
his corporation in the Agrilnvest program to take advantage of
matching government contributions. Investment income from
Agrilnvest is not considered passive income. As such, Simon will not
be affected by the new rules.

Claire launched a successful retail business and now uses the
retained earnings in her corporation to invest in promising start-ups.
She sold her 20-per-cent stake in a growing clean-tech firm, and
realized a $1 million capital gain, which she reinvested into two new
start-ups. Claire will not be affected by the new rules because her
ownership stake in this active business is such that her capital gain
will not count towards the $50,000 threshold, and she is

actively reinvesting.

Amrita owns a hotel. Her income depends on a number of factors
outside her control, so she sets aside funds each year to ensure she
can continue to pay salaries and expenses in case of a downturn.
She has $400,000 in savings in her corporation that she invests in low-
risk bonds. Amrita will not be affected by the new rules because the
investment income on her savings will be well below the $50,000
threshold, and she does not earn business income taxed at the
general corporate rate.

Saanvi owns a retail store and keeps cash deposits to pay her
suppliers and the salary of her employee. She earns interestincome
on these deposits, which in her circumstances is considered
incidental to her business. As a result, Saanvi will not be affected
by the new rules.

Louis owns a very profitable private corporation that earns more
than $500,000 annually. He has accumulated a portfolio with a
value of $5 million, which he intends to pass on to his children.
Given his level of savings and level of income, Louis will no longer
receive the benefit of the small business rate to fund further passive
investments, starting in 2019. All of his business’ income will be taxed
at the general corporate rate.
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Closing Tax Loopholes

The Government is committed to closing tax loopholes that benefit small
groups of taxpayers at the expense of those Canadians who pay their fair
share of taxes. Budget 2018 continues the Government’s efforts to make
legislative adjustments to ensure that the tax system is functioning as
intended. Ongoing legislative adjustments help to make sure that as new
avoidance schemes emerge, the Government is able to continue to
safeguard the tax system and build an economy that works for everyone.

To make Canada’s tax system more fair:

+ The Government proposes to improve existing anti-avoidance rules meant
to prevent a small group of taxpayers, typically Canadian banks and
other financial institutions, from gaining a tax advantage by creating
artificial losses that can be used against other income through the use of
sophisticated financial instruments and structured share
repurchase transactions.

 The Government also proposes to clarify the application of certain rules
for limited partnerships in order to prevent taxpayers from obtaining
unintended tax advantages through the use of complex
partnership structures.
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Chapter 1—Growth
millions of dollars

2017- 2018- 2019- 2020~ 2021~ 2022-
2018 2019 2020 2021 2022 2023 Total
1.1 More Help for Those Who Need it Most
Introducing the Canada
Workers Benefit 0 125 505 510 515 520 2,175
Less: Funds announced in
2017 Fall Economic
Statement 0 -125 -500 -510 -520 -530 -2,185
Improving Access to the
Canada Workers Benefit 0 45 191 195 200 200 830
Improving Access to the
Canada Child Benefit and
Other Benefits 6 6 0 0 17
Less: Projected Revenues 0 0 -1 -1 -1 -1 -4
Building More Rental Housing
for Canadian Families 0 31 35 36 9 4 114
1.1 More Help for Those Who
Need it Most Total 0 80 236 236 202 192 947
1.2 Equality in the Workforce
Pay Transparency 0 1 2 0 0 0 5
Supporting Equal Parenting
and the Flexibility for Earlier
Returns to Work 0 4 257 310 320 332 1,223
Less: Projected El Revenues 0 -96 -276 -285 -296 -306 -1,259
Supporting Community
Women's Organizations 0 10 15 25 25 25 100
A National Conversation on
Gender Equality With
Young Canadians 0 2 1 2 2 2 8
Engaging Men and Boys to
Promote Gender Equality 0 1 1 0 0 0 2
Evidence-Based Policy 0 10 10 9 9 9 45
1.2 Equality in the
Workforce Total 0 -68 10 61 60 62 124
1.3 Skills for Tomorrow's Economy
Canada Summer Jobs
2019-20 0 2 112 112 112 112 449
Improving the Quality of
Career Information and
Program Results 0 6 6 6 6 6 28
Less: Funds Sourced from
Existing Departmental
Resources 0 -6 -6 -6 -6 -6 -28
Making Employment
Insurance More Responsive
and Effective 0 141 223 75 76 78 592
Less: Projected Revenues 0 -35 -102 -106 -110 -114 -467
Less: Funds Sourced from
Existing Departmental
Resources 0 -4 0 0 0 0 -4
Less: Year-over-year
Reallocation of Funding 0 -6 0 0 0 0 -6
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Chapter 1—Growth
millions of dollars

2017- 2018- 2019- 2020- 2021~ 2022-
2018 2019 2020 2021 2022 2023 Total
Helping Women Enter and
Succeed in the Trades 0 4 4 4 4 4 20
Less: Funds Sourced from
Existing Departmental
Resources 0 -4 -4 -4 -4 -4 -20
Pre-Apprenticeship Program 0 6 10 10 10 10 46
Getting Into and Staying in
the Workforce and Career
Pathways for Visible Minority
Newcomer Women
in Canada 0 11 11 11 0 0 32
Horizontal Skills Review 0 1 0 0 0 0 1
1.3 Skills for Tomorrow's
Economy Total 0 115 252 101 88 86 642
1.4 Strengthening Trade
Foregone Tariff Revenues
Related to the
Comprehensive and
Progressive Agreement for
Trans-Pacific Partnership
(CPTPP) 0 0 455 492 565 597 2,108
Pursuing New Markets 0 15 15 15 15 15 75
Ensuring Rules-Based and
Responsible Trade 1 40 40 39 39 39 198
1.4 Strengthening Trade Total 1 55 510 546 619 651 2,381
1.5 A Tax System for All Canadians
Cracking Down on Tax
Evasion and Combatting
Tax Avoidance 0 -32 -46 -45 -41 -21 -184
Combatting Aggressive
International Tax Avoidance 0 5 6 9 10 9 39
Holding Passive Investments
Inside a Private Corporation 0 -43 -305 -650 -630 -705 -2,333
Closing Tax Loopholes 0 -365 -560 -540 -540 -560 -2,565
1.5 A Tax System for All
Canadians Total 0 -435 -905 -1,226 -1,201 -1,277 -5,044
Chapter 1—Net Fiscal Impact 1 -253 103 -282 -232 -286 -950
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+ PROGRESS

I Canadians are innovators

—Neil Turok, Director,
Perimeter Institute for
Theoretical Physics

We have always understood that better is
possible, and time after time we have used
curiosity, courage, creativity, and collaboration
to create positive change for ourselves—and
the world.

This spirit of innovation that Canadians share
helped to create the industries and jobs that
created and grew Canada’s middle class.
Today, that same drive to innovate creates
new jobs and export opportunities in growing
industries as it transforms jobs in existing ones.

The innovations we make today will create new
and exciting job prospects for existing workers,
and better opportunities for our children and
grandchildren. We ask them “what they want
to be when they grow up,” but many of them
are likely to work in jobs and industries that
haven’t been invented yet. After all, the largest
companies in the world today didn’t exist just a
generation or two ago.
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At the same time, by making smart
investments today—the kind that
give more people a real and fair
chance at success—we can build
a forward-looking economy for
Canada, one that our children and

grandchildren will want to be a
part of, in jobs they are qualified
for, and excited to have.

Everyone—from junior researchers
to veteran scientists to the CEOs of
the companies whose businesses
are leading the way in innovation—
has a role to play in building
Canada’s future economy. So too
does government. Investing in the
people and projects that will
change our world for the better is
not just the right thing to do, it’s the

It starts with a question ...

As innovators, Canadians seek
answers to difficult questions, and
look for new ways to apply what
we’ve learned. The desire to
understand how the human heart
works led to pioneering efforts in
open heart surgery, and the
invention of the artificial
pacemaker. Curiosity about how
we learn and think led to
breakthroughs in machine learning
and artificial inteligence—
discoveries that help us to
navigate traffic with the help of our
smartphones today, and in the
future will help us get to work and
school in self-driving cars.

smart thing to do for Canada’s economy.

The Government proposes to make significant new investments to ensure that
Canada’s current and future scientists and researchers have the funding and
support they need to do their work. Budget 2018 proposes an investment of
nearly $4 billion in Canada’s research system to support the work of
researchers and to provide them access to the state-of-the-art tools and
facilities they need.

These investments are not simply to enhance the status quo. In recognition of
the historic opportunity for real change, investments made though Budget
2018 will be tied to clear objectives and conditions so that Canada’s next
generation of researchers—including students, trainees a