
  
 

 

March 29, 2012 

BUDGET DELIVERS MODEST CUTS ALONG WITH 
MEASURES FOR GROWTH 

The budget delivered today by Finance Minister Jim Flaherty represents a road map of the 

Conservative government’s agenda now that they have a majority. The budget has not only the 

expected spending cuts, though more modest than previously speculated, but also outlines the 

government’s priorities for the next few years as they continue their stated focus on jobs and 

economic growth. 

While most of the media attention will be on the spending cuts, the opportunities lie in the five broad 

themes the budget lays out for the government to focus on as it moves forward. Those themes are: 

• Supporting Entrepreneurs, Innovators and World-Class Research 

• Improving Conditions for Business Investment 

• Investing in Training, Infrastructure and Opportunities 

• Supporting Families and Communities 

• Sustainable Social Programs and a Secure Retirement 

The announcements regarding the regulations for resource development and the way that private 

sector research and development are supported represent some of the biggest changes in 

government direction that can be found in the budget. But much like the announced move in Old Age 

Security eligibility form 65 to 67, these changes were signaled well in advance.  

 Here are some of the key announcements contained in the budget: 

• Supporting Entrepreneurs, Innovators and World-Class Research:  

o Increase funding for research and development by small and medium sized 

companies. 

o Promote linkages and collaborations that connect private sector innovators to 

procurement opportunities in the federal government. 

o Refocus the National Research Council on research that helps Canadian businesses 

develop innovative products and services, including $110 million per year for the 

Industrial Research Assistance Program. 

o Making available $400 million to enhance access to venture capital financing by high-

growth companies. 

o $100 million to the Business Development Bank of Canada to support its venture 

capital activities. 
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o Streamline and improve the Scientific Research and Experimental Development tax 

incentive program, including shifting from indirect tax incentives to more direct 

support for innovative private sector businesses. 

o New funding for universities, granting councils and leading research institutions, such 

as Genome Canada and including $500 million for the Canada Foundation for 

Innovation and $40 million for CANARIE. 

o $105 million over two years to support forestry innovation and market development 
 

• Improving Conditions for Business Investment: 
 

o Commit to bringing forward legislation for “one project, one review” in a clearly 

defined time period. 

o New investments to improve regulatory reviews, streamline the review process for 

major economic projects, support consultation with Aboriginal peoples, and 

strengthen pipeline and marine safety. 

o Continue to support the Major Projects Management Office initiative, which has 

succeeded in shortening and streamlining reviews and improving accountability. 

o Eliminating foreign investment restrictions for certain telecommunications companies. 

o The Government will introduce targeted improvements to the administration of the 

Investment Canada Act in the interests of greater transparency while preserving 

investor confidentiality. 

o Reducing tax compliance burden for businesses. 
 

• Investing in Training, Infrastructure and Opportunities:  
 

o Extend and expand the Third Quarter project to better connect workers over the age 

of 50 to potential employers. 

o Introduce a number of targeted, common-sense changes to Employment Insurance 

(EI) to make it a more efficient program that promotes job creation, removes 

disincentives to work, supports unemployed Canadians and quickly connects people 

to jobs. 

o Support small and medium-sized businesses and their workers by making EI 

premiums more stable and predictable, with annual increases limited to five cents. 

o Investing in transportation infrastructure, including railways and ports; and providing 

$150 million in funding for community public infrastructure facilities. 

o Legislation will be introduced to create Shared Service Canada. This organization will 

strengthen the security and safety of government data to ensure Canadians are 

protected, and make it more cost-effective to modernize IT services. 
 

• Defence Capital Funding: 
 

o The Government is adjusting the National Defence funding profile to move $3.54 

billion over seven years into the future period in which purchases will be made. 

o $5.2 billion over 11 years to renew the Canadian Coast Guard Fleet; support the 

involvement of small and medium-sized enterprises in the National Shipbuilding 

Procurement Strategy. 
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• Supporting Families and Communities: 
 

o Financial support for employers of Canada’s military reservists to offset costs 

incurred when part-time reservists sign up for full-time duty. 

o Providing $330.8 million over two years to build and renovate on-reserve water 

infrastructure and support the development of a long-term strategy to improve water 

quality in First Nations communities. 

o The government will continue to explore finance instruments, such as social impact 

bonds, as a way to further encourage the development of government-community 

partnerships. 
 

• Sustainable Social Programs and a Secure Retirement: 
  

o Gradually increase the age of eligibility for Old Age Security (OAS) and Guaranteed 

Income Supplement benefits from 65 to 67, starting in 2023. 

o Ensure that pension plans for public servants and Parliamentarians are sustainable, 

fair and financially responsible. 

 

• Expanding Trade and Opening New Markets for Canadian Businesses: 
  

o Intensify Canada’s pursuit of new and deeper trading relationships, particularly with 

large, dynamic and fast-growing economies. 

o Implement the Action Plan on Perimeter Security and Economic Competitiveness 

and the Action Plan on Regulatory Cooperation, which will facilitate trade and 

investment flows with the United States. 

o Provide support to Canadian exporters by extending the provision of domestic 

financing by Export Development Canada. 
 

• Building a Fast and Flexible Economic Immigration System: 
 

o Realign the Temporary Foreign Worker Program to better meet labour market 

demands. 

o Move to an increasingly fast and flexible immigration system where priority focus is 

on meeting Canada’s labour market needs. 

The government will also maintain its focus on keeping taxes low and moving towards deficit 

elimination, thus the spending cuts. The cuts will represent total reductions in government spending 

of $5.2 billion annually, roughly two percent of program spending. We can expect details on the 

impacts of these cuts to be released by individual departments in the coming days and months. By 

percentage of previous operating budgets we know that the departments of Transport, Public Works 

and Government Services, Public Safety, Natural Resources, National Defence, International 

Assistance, Agriculture and Agri-food, Environment Canada, Foreign Affairs and International Trade 

and the regional development agencies will bear a great burden of the cuts. The government is not 

reducing transfers to persons (including seniors, children and the unemployed) nor is it reducing 

transfers to the provinces for health and social services. 
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As a result of the decisions made in the budget, the government is now predicting it will eliminate the 

deficit by 2015-2016, one year earlier than previously announced. 

While the budget gives a promising picture for the path out of deficit, it does not mean that the 

government has much room for new spending in the near future. The government already has a 

number of campaign commitments such as new fitness tax credits for adults that it has promised to 

fund once back to surplus. Organizations looking for government support should continue to frame 

their issues around economic growth, innovation, increased international trade and strengthening 

families and communities. The government has created a strong narrative with Canada’s Economic 

Action Plan, and will look for measures that fit with that narrative.  

There are more opportunities for initiatives that the government could implement that will not cost 

money, such as regulatory or legislative changes or the streamlining of government processes. 

Additionally, the impact of the budget cuts on the government’s own decision making and program 

delivery processes should not be underestimated. With 19,200 fewer public servants, there will be 

some unavoidable loss of expertise and capacity as a result of these cuts. Organizations that can 

provide expertise and support in areas where shortfalls are created may have new opportunities to 

influence policy.  
 

Opposition reaction 

With their majority government, the Conservatives did not need to look to the opposition to support 

this budget, and predictably no support was forth coming. The NDP’s new leader Thomas Mulcair 

attacked the Conservatives for breaking an election promise, stating that they are cutting jobs not 

creating them. Liberal Leader Bob Rae chose to characterize the budget as mean-spirited and small 

minded. These arguments will likely help form the central themes that the opposition parties will use 

in House of Commons debates in the weeks and months ahead. 

 


