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The Hon. Chrystia Freeland delivered the 2023-2024 Budget on March 28, 2023 in Ottawa.
The Deputy Prime Minister and Minister of Finance produced a fiscal plan that falls
between the most optimistic scenario and the ‘downside scenario’ from the Fall Economic
Statement released just four months ago. While many economic indicators remain strong,
there have been decreases in government revenue and increased costs of debt servicing
due to higher interest rates. The Budget makes clear a hesitation to spend large sums of
new money in this context. Not only is there a concern for the fiscal stability of Canada,
but also that spending large amounts of new money would contribute more inflationary
pressure. There is a clear expectation in the budget that Canada will experience a small,
short-term recession later in 2023 with a return to growth in early 2024. For context, it is
expected that the economic decline will be approximately 90% less severe than the Great
Recession of 2008 for Canada.

In global terms, Canada has fared well compared to G7 economies on gaining employment
since COVID-19 and on curbing the worst effects of inflation since 2022. Minister Freeland
gives the sense that she wants to maintain this trajectory and has no desire to make
things worse by borrowing heavily to finance new investments.

At the same time, the federal government is making commitments to invest in new, long-
term solutions that the government believes will put Canada in a more competitive
position in the global economy. The government’s plan for “Investing Responsibly in
Canada’s Future” is to grow the economy and create good jobs, strengthen universal
public health care and provide dental care, and protect the environment. These pillars are
the big picture, but they are not the ‘story’ of the budget. Following today’s budget, the
government is advancing 6 key areas to support its narrative:

e Making Life More Affordable and Supporting the Middle Class

¢ |nvesting in Public Health Canada and Affordable Dental Care

* A Made-in-Canada Plan for Affordable Energy, Good Jobs, and a Growing Clean
Economy

e Advancing Reconciliation and Building a Canada That Works for Everyone

* Supporting Canada’s Leadership in the World

* An Effective Government and a Fair Tax System

Major news items in this budget will relate to consumer support and sentiment, including
a grocery rebate (increase to the GST rebate), restrictions on predatory lending,
investments in clean, green energy, building affordable housing, and supporting students
and seniors financially. There are also substantially beneficial investments for Indigenous
reconciliation, national defence, and tax changes for large, publicly traded businesses.
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Fiscal and Economic News

Government Fiscal Situation

"Today, and in the years to come, Canada must either meet this historic moment—
this remarkable opportunity before us—or we will be left behind as the world’s
democracies build the clean economy of the 21st century."

Hon. Chrystia Freeland

e Canada has had the strongest economic growth in the G7 over the last year

e 830,000 more Canadians are employed than before the pandemic

e 85.7% labour force participation rate for Canadian women in their prime
working years

¢ [nflation has fallen for eight months in a row, expected to fall to 2.6% by the
end of the year

e The projection for Canada’s fiscal anchor, the Debt-to-GDP ratio, is currently
falling between the downside and upside projections of the Fall Economic
Statement in 2022

e Compared to the Fall Economic Statement of 2022, which expected a budget
surplus by 2027-2028, Finance Canada now projects a deficit of $14 billion by
that time

Economic Readlities

e The unemployment rate is 5% - close to an historic low

e |nflation is at 5.2% year-over-year for February 2023 down from 8.1% in June
2022

e The Bank of Canada expects inflation to decline to 2.6% by December 2023.

e People with lower incomes face greater challenges adjusting to high rates of
inflation

e Interest rate increases have made it more expensive for the government to
borrow and made servicing debt more expensive

First Lake

SOLUTIONS
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Analysis

By the standards of this government, the federal budget was modest in its spending. That
is due to worsening economic conditions and the higher cost of servicing debt brought on
by higher interest rates. While CWQA made modest proposals from a cost standpoint,
there was very little funding delivered beyond the essentials: 1. Delivering on free dental
care; 2. Matching U.S. investments in clean energy.

New investments to reduce interchange fees on credit cards may assist some CWQA
members who take credit card payments. This will result in an agreement with credit card
companies (Visa and Mastercard) whereby 90% of businesses that accept cards will see
fees reduced by up to 27% from the average 'swipe fee'.

It is important to also watch the "Right to Repair" file which is making moves in the
direction of creating a targeted framework for "home appliances and electronics" in 2024.
There will be consultations launched in the summer on the right to repair framework and
CWQA should be involved in those discussions.

Safe drinking water was mentioned throughout the budget in the context of previous
announcements for infrastructure projects, as well as support for Indigenous
communities' drinking water systems. These large infrastructure initiatives are hugely
costly for the government, and speak to the political importance that is placed on our
most precious natural resource. That approach is something CWQA can continue to
harness in the context of advocacy for a Canadian Water Quality Map.

Over the years ahead, regardless of whether or not we find ourselves in the "upside"
projection or the "downside" projection for the Canadian economy, advocacy around
public education about drinking water safety and health should remain a priority for
CWOQA. Depending on how it is delivered, public education can be low cost and can offer a
high return on investment by limiting pressure on the health care system.

Next steps

First Lake recommends the following action

e CWQA will revisit our advocacy proposal for a Canadian water quality map and will
bring the issue forward to Health Canada and Natural Resources Canada

e CWQA will advance an advocacy strategy around public education at the federal and
provincial levels in Canada



