
It’s a little less than a year now until the next federal election.
The Harper government (as it styles itself) has seized the
initiative with a panoply of promises which depend not only on
a ‘balanced budget’ but also on no new taxes.

A Balanced Budget
It seems easy to understand a ‘balanced budget’: it means that
the government’s expected expenses for a fiscal year equal its
anticipated revenues. There are many ways of accomplishing
this. One, rarely used, is having the government’s expenses
actually equal its revenues. Other methods involve creative
accounting, such as government-owned corporations, public-
private partnerships, reserve accounts, trust funds, and so on.
Anyone can write a ‘balanced budget’—it’s harder to keep one.

So it’s not amazing that all sides of the political spectrum
have come to accept the ‘balanced budget’ as the political
hallmark of fiscal responsibility. It sounds so obviously sensible.
But realistically, no household would insist that income and
expenses matched for each month or each year; there would be
some funds kept back from the good months to help with the
not-so-good months. Governments should do the same. 

Far from a measure of fiscal virtue, an exactly ‘balanced
budget’ is almost a sure sign of political fraud. An accompanying
political legend characterizes any tax as bad, and any payment
from the government as good. As a fiscal straitjacket, this is
almost as effective as the ‘balanced budget’. And just as
thoughtless.

Bribes
Given the limitations of a balanced budget, you might wonder
how any government can afford to bribe its voters. It seems that
the only sort of incentive that the Harper government believes
in is money, however, and this applies to your vote in the 2015
federal general election. The bribery is, of course, financed by
your money, and advertised and promoted (yes, bribes are more
effective if they are marketed) by the government.

To get the maximum incentive effect, the government knows
it should send money frequently and regularly, remind the voter
often that money has been sent or soon will be sent (preferably
both), and be sure that any lump sum payments are dispensed
shortly before the election. 

That’s what’s behind the latest government announcements
about Universal Child Care Benefits and income splitting.

The Universal Child Care Benefit 
If you have children, you are going to be eligible for this carefully
calculated insult on the part of the Harper government.
Theoretically, giving $100 per month for every child six and
under was supposed to contribute to the cost of child care so
that both parents could work. It doesn’t, of course. Not even
when, in 2015, it’s increased to $160 per child for the under-6s,
and $60 for older children up to age 17. 

The increases in the Universal Child Care Benefit (UCCB) for
the first six months of 2015 will be sent out as a lump sum from
Ottawa on July 20, 2015—eight weeks before the latest date
(September 13, 2015) an election could be called for the ‘fixed’
election date of October 19, 2015.

Income Splitting
Historically, Canada has had progressive taxation of personal
incomes; the more you earn, the higher the percentage you pay
in tax. But Harper-styled conservatives don’t seem to believe in
progressive taxation. They seem to believe in a flat tax, which
means everyone pays the same percentage of their income,
including high income earners (who end up paying less total
tax).

The income splitting proposal, which allows a higher income
spouse to transfer part of his/her income to the lower income
spouse (for tax calculation purposes only) is a way of sneaking
up on flat tax. It reduces the total tax paid by a higher income
family; for most families, the cash will appear in the form of a
partial refund of 2014 taxes, at least eight weeks before the 2015
election is called. 

These refunds also reduce the total government revenues
from income taxes, which is why this apparently simple change
will cost the government $2 billion per year or more.

Reductions In Government Services
The many billions of dollars required to pay for income splitting,
the UCCB, and various corporate tax concessions have come
from systematic reductions in federal government services over
the past few years. Successive budget documents have not
revealed the reductions in departmental budgets, and the
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government has refused to detail them to the Parliamentary
Budget Officer. Additionally, the government has not used some
appropriations (something that does not become clear until well
after the end of the federal fiscal year). 

The Cupboard Will Be Bare
Once income splitting and UBBC payments have been given
back to the taxpayers, the Harper calculation is that there is no
way, politically, that they can be reversed. So the reduction in
government is locked in. Some people will remember that this
used to be called austerity—it still is, in Europe. 

The neat thing, of course, is that if the Harper government
loses the election, the party that wins will find that the cupboard
is bare. There will be no money available to finance any promises

they made, unless, of course, they are willing to reverse some of
Prime Minister Harper’s bribes, or they are prepared to give up
the idea of a ‘balanced budget’ for a while. 

Furthermore, a substantial part of the government’s revenue
currently comes from oil royalties, and these are calculated as a
percentage of the per barrel selling price. And, since the
government made its election calculations, the price of oil has
dropped, quite a lot, resulting in an estimated reduction in oil
tax revenues of some $2.5 billion per year from 2015 on. The
total government budget for 2014 is: revenue: $276.3 billion;
expenditures: $279.2 billion; deficit: $2.9 billion. The difference
is razor thin.

It will be interesting to see what happens to the government’s
‘balanced budget’ if the oil price remains low. 0
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