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 LEGISLATIVE ASSEMBLY OF ONTARIO ASSEMBLÉE LÉGISLATIVE DE L’ONTARIO 

STANDING COMMITTEE ON 
FINANCE AND ECONOMIC AFFAIRS  

COMITÉ PERMANENT DES FINANCES 
ET DES AFFAIRES ÉCONOMIQUES 

 Tuesday 18 January 2005 Mardi 18 janvier 2005 

The committee met at 0900 in committee room 1. 

PRE-BUDGET CONSULTATIONS 

CANADIAN WIND ENERGY 
ASSOCIATION 

The Chair (Mr. Pat Hoy): The standing committee 
on finance and economic affairs will please come to 
order. 

Our first presentation this morning will be from the 
Canadian Wind Energy Association. Would you please 
come forward. You have 10 minutes for your pres-
entation. There may be up to five minutes of questioning 
following that. I would ask you to identify yourself for 
the purposes of Hansard. You may begin. 

Mr. Glen Estill: Thank you very much. I am Glen 
Estill, past president of the Canadian Wind Energy Asso-
ciation. Good morning, on this very cool morning with a 
wind chill—you’ve got to realize that somebody who 
owns a wind turbine likes to hear the phrase “wind chill.” 
It means electricity prices are high and we have good 
production from the wind turbines. 

Ontario’s electricity sector has been a vital tool for the 
economic development of the province. The recent 
request for proposals for renewable energy resources is 
continuing in this tradition and will attract over $600 
million worth of investment in new renewable energy 
resources, primarily in the wind energy sector. 

The request for proposals for wind energy attracted 40 
bidders. It had over 4,000 megawatts of expressions of 
interest. It had over 1,000 megawatts of bids submitted, 
and 395 megawatts of tenders were awarded. The 
average price of power on this tender was about eight 
cents per kilowatt hour. Although I will say that I believe 
the next tender may be somewhat higher due to steel and 
copper price increases rolling through to the cost of 
turbines, I believe eight cents is a tremendous value for 
ratepayers. 

One thing you need to understand is, yes, we sell to 
consumers at 5.5 cents a kilowatt hour, but you have to 
compare the price of energy from renewable sources with 
the price of energy from other new sources, not from 
existing sources. The 5.5 cents we charge to consumers 
includes the price of power from projects like Niagara 
Falls that were built 70 to 80 years ago and have fully 
depreciated plants and obviously produce their power at a 

very low rate. So the blended price of 5.5 cents can work 
well with new sources of power in the eight-cent range. 
You will find that eight cents is very competitive with 
other sources such as gas and, I believe, with new nuclear 
installations as well. 

We also need to keep in mind that when we talk about 
electricity, 0.7 cents a kilowatt hour is paid to the debt 
recovery charge, much of which was used to fund the 
development of generation capacity in the province. 

In Ontario, we have to add substantial sources of new 
power over the next 15 to 20 years, simply because our 
fleet of existing generation stations is aging. So we will 
need to be making investments in new sources of energy. 

The request for proposals and the bids awarded for 
renewable energy will result in no smog, with the asso-
ciated health care costs and productivity costs associated 
with smog; will result in no acid rain; and will result in 
no climate change. There will be no Kyoto carbon-
trading risk now or in future compliance periods. There’s 
no fuel price risk and no fuel depletion risk; you’ll never 
run out of wind. 

There’s insignificant price escalation. The discounted 
value of those contracts drops by 35%, if you assume a 
2% inflation rate over the next 20 years. 

There’s no long-term waste storage risk, and there’s 
no risk of cost overruns that must be borne by the 
ratepayers of Ontario, because the contracts are with 
private sector developers and will not be reopened if 
there is a cost overrun. 

Currently, the government has committed to purchase 
1,350 megawatts of renewables by 2007, and 2,700 
megawatts by 2010. The Canadian Wind Energy Asso-
ciation suggests that the finance committee request that 
the government consider increasing those levels because 
of the great deal for the ratepayers and the taxpayers of 
Ontario as a result of the first round of RFPs. 

What’s the result of increasing the commitment to 
renewable energy in Ontario? In addition to the benefits 
of stabilization of price, smog, acid rain, Kyoto trading 
and so on, Ontario also has a significant economic 
development opportunity. We will have new industries 
develop here and jobs in the fabrication industry, the 
steel industry etc. In Germany, the steel business’s 
second-largest customer is the wind business, to build the 
towers for the wind turbines. So it’s a significant 
economic development opportunity. 

Ontario, as Canada’s industrial heartland, is uniquely 
positioned to capture the benefits of a growing wind 
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energy sector in North America. So our first recommend-
ation is that the finance committee ask the government to 
consider increasing the purchases from renewable energy 
sources in Ontario. 

The second recommendation: Wind energy is a very 
capital-intensive but very low operating cost business. 
Capital-intensive businesses suffer more than operating-
cost-intensive businesses from the capital tax—the large 
corporations tax that is in place. Currently, this is 0.175% 
of capital deployed above $50 million. It is scheduled to 
be increased and eventually phased out at some point, but 
certainly the wind industry would urge you to consider 
either making renewable energy sources exempt from the 
large capital tax—the large corporations tax—or acceler-
ating the phase-out of the large corporations tax. 

I can take any questions that somebody may have. 
The Chair: Thank you. This rotation will go to the 

official opposition. 
Mr. John O’Toole (Durham): Thank you very much, 

Glen. It’s a pleasure to meet you again. I appreciate the 
work your industry does in uncertain times in the 
electricity sector. I’m a little bit surprised that Mike 
Crawley’s not here this morning, but there may be other 
reasons for that that maybe I won’t go into. 

You’d be familiar, of course, with the work that was 
done by the alternate fuels committee, and the fact that 
they did recommend very strongly the renewable 
contribution to the generation side of electricity. I for one 
do support the establishment of a renewable portfolio 
standard, which would make for more certainty for 
investors as well as for those who are bidding into the 
price system. 

I would say that there’s always been a lot of con-
versation about the real cost of power, and I guess that is 
yet to be determined. When in government, we found that 
the market showed that power was probably more in the 
eight-cent range than we were prepared to tolerate. 

It’s my understanding that the minister will announce 
the new price regime this spring. One of the questions 
would be, how much is that in your contract, at eight 
cents, variable to future changes in the price regime? 

Mr. Estill: Well, it’s actually a contract that will 
eventually be signed by the Ontario Power Authority. 
The contract is for 20 years, and includes an inflation 
adjustment for 15% of the increase in the consumer price 
index, so you’re not getting 100% inflation protection. 
It’s unrelated to the future price of electricity, so if the 
OEB decides to raise the price of electricity, the cost of 
the renewables contract essentially drops because the 
government’s OPA commitment stays constant or rises 
by a very small amount. 

Mr. O’Toole: There’s a lot of discussion—I wouldn’t 
want to dampen my enthusiasm for all forms of re-
newable, including wind, biomass and other forms. My 
concern is the reliability factor. Often, wind is referred to 
as an intermittent power source. I’ve heard and seen 
some equations that say it’s a 1 to 3 ratio; in other words, 
for every three wind turbines that are up, maybe only one 

is working. That’s about a one-third delivery capacity. 
That’s my understanding. 

Mr. Estill: There’s something called the capacity 
factor. You have the rated capacity of a wind generator—
for example, mine is 1,800 kilowatts—and the average 
production from that may be 30%, so I suspect that’s the 
number you’re getting. But that does not mean it’s 
producing only 30% of the time. It means that sometimes 
it’s producing nothing, when there’s no wind. In the case 
of my generator, it might be about 15% of the time that it 
is producing nothing, where I’m located, and then it 
would be producing 10% capacity in light winds and 
20%, 50% and then 100%. So one of the things we have 
a study underway on with the IMO is to determine the 
nature of the intermittency of wind energy, because if 
you have a diversified resource across the province, it’s 
unlikely that the wind will stop in Thunder Bay at the 
same time it does in Lake Erie. 
0910 

Mr. O’Toole: That’s the point. I guess I’m interested 
in following through on the initial 300 or 400 megawatts 
that they’re going to have on the grid. But when you look 
at the geographic location and locating in wind areas, and 
also the ability to establish what’s the reliability factor, 
that’s absolutely important, because this will never be 
baseload power, it’s my understanding. It will always be 
supporting the system or maybe some peak capacity. Is 
that— 

Mr. Estill: You will never run your whole system on 
wind. If hydrogen becomes big and you want to use the 
peak production times to produce hydrogen and then let it 
run the grid at other times, you could do it. It also works 
very well with water power. 

Mr. O’Toole: Pump storage— 
Mr. Estill: Pump storage or even just let the water 

accumulate behind the dam. When the wind is blowing, 
let the water build up and let the water flow through 
when the wind isn’t blowing. 

Mr. O’Toole: One of the things that I’m concerned 
about is, I think Quebec did a much better rollout of their 
RFP, sizing it so that it would build the economic 
infrastructure that you talked about. Were any of our 
RFPs mandated so some of the manufacturing of the 
equipment, technology and manufacturing infrastructure 
was part of the bid? Or are you just going to buy it all 
from Vestas?  

Mr. Estill: We don’t know who has won the contracts 
for supply of turbines yet. That’s going to be up to the 
developers to choose, so that decision hasn’t been made. 

No, there were no specific tie-ins that said it must be 
built in Ontario or a percentage must be built in Ontario. 
Although the contract was smaller—there’s 355 mega-
watts of wind awarded in Ontario, and Quebec has 
ordered 1,000 megawatts—the 1,000 megawatts is be-
tween 2006 and 2012, and the 355 is for delivery before 
the end of 2007. They’re talking about a new RFP in 
February, which will meet the 1,350 commitment that 
they have. So I think you’d have to say that Ontario is 
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moving even quicker than Quebec, although both are 
moving at a fairly rapid pace. 

Mr. O’Toole: Would you encourage them in the 
RFP— 

The Chair: Thank you. And thank you for your sub-
mission this morning. We appreciate it. 

ONTARIO FEDERATION OF LABOUR 
The Chair: I call on the Ontario Federation of 

Labour. Good morning. You have 10 minutes for your 
presentation. There may be up to five minutes of ques-
tions following that. I would ask you to identify 
yourselves for the purposes of our recording Hansard. 

Mr. Wayne Samuelson: Thank you very much. My 
name is Wayne Samuelson. I’m president of the Ontario 
Federation of Labour, and with me is Chris Schenk, who 
is the director of research at the federation. 

Let me begin by thanking you for giving me a few 
minutes to talk to you about some of the important 
challenges we face as a province and say right off the bat 
that I note that we’re now down to 15 minutes. I think 
last year it was 20. It won’t be long before, at this rate, 
we’ll be down to five minutes. 

However, I want to begin by saying to you that we’re 
early in the process, and at the federation we’re working 
with a broad range of organizations through the Ontario 
alternative budget group to try to come up with some 
kind of a plan on what we think the most important are. 
But my first point is to say to you that, as much as I 
enjoyed the process last year, I’m really interested in 
knowing where this brain trust—wherever they’re 
located in this building—came up with this scam around 
the employer health tax/premium, and how frankly up-
setting it is to see that, after we go through this long 
process of all this consultation, along comes this idea that 
someone cooked up somewhere that not only imposed a 
tax on low-income and working people but then went so 
far as to try to prevent unions from exercising the lan-
guage they have in their collective agreements to ensure 
that employers pay for it, as had been done under 
previous Liberal governments. I have to say to you that I 
do wonder exactly what this little group of people who 
make these decisions is thinking up for us this time 
around. 

Having said that, our initial look at the finances of the 
province and the situation we find ourselves in tells us a 
couple of things. First of all, it appears to us from our 
analysis that the government is spending a lot of time 
talking about how difficult and how bad things are when 
the reality is that they do have a lot more money than 
they’re talking about. When we look at the reserve 
allocation, the contingencies, we find that there will be 
over $1.7 billion in unused money. We find that because 
of reduced debt financing costs and interest rate 
reductions, there will be over $1 billion in money there. 
In short, what we see is that even a fiscally prudent 
government has considerable room to take initiatives in 
the coming year and to ensure that some of the financing 

goes back into the dire need to repair and upgrade public 
services in Ontario. 

Let me remind the committee again this year that you 
did run on a platform of change and a platform that 
talked about moving away from the previous govern-
ment’s cutbacks, underfunding and privatization. There-
fore, it seems to me you have some responsibility to 
ensure that when you look through your budget, you 
work to find money to put back into the services. 

The reality is that you promised in the election that 
you would rebuild public services to the tune of $5.9 
billion on one hand and then you said you’d balance the 
books and not raise taxes on the other. We argued last 
year that in fact you can’t do that, that you need to find 
more revenue. We argued last year that you should 
simply go out there and roll back some of the Tory tax 
cuts. The reality is that the Conservatives provided $10.5 
billion in tax cuts, and what we find is that you didn’t 
touch that. What you did, really, was leave those tax 
breaks to high-income earners in place and then you 
came up with this scheme around the employer health 
tax, which actually put a tax burden on working people 
and their families. So quite frankly, we think if you really 
want to change things in the province, you not only need 
to change it on the expenditure side but you need to 
change it for all of those people who already have lots of 
money and are getting huge tax breaks because of the 
Tories, not to mention the loopholes that were expanded 
under the previous government. We think you should be 
moving to remove those, and even our conservative 
estimates put that at over $800 million in taxes you could 
claim. 

I did mention the employer health tax credit, but let 
me say this: We also have urged you for some time to get 
rid of the provision that provides for the first $400,000 in 
payroll for self-employed individuals and ensure that 
everybody pays into the system. Why you would have a 
system that gives a break to people in this area is hard to 
understand, especially when it provides an opportunity 
for you to get over $1 billion in income. 

We’ve gone through it and looked at a number of 
areas where you can find extra revenue. We’ve identified 
areas where you have extra revenue, which you don’t 
seem to want to talk about. We’ve provided it to you in a 
brief that you are all reading while I am talking.  

I look forward to any questions you might have.  
The Chair: This round of questioning will go to the 

NDP. 
Mr. Michael Prue (Beaches–East York): In a nut-

shell, what I’m hearing is that you think there is suffici-
ent money out there if this government goes out and 
looks for it. If they go out and find a couple of billion 
dollars, where would you like them to spend it? 
0920 

Mr. Samuelson: Well, I guess the short form, Mr. 
Prue, would be that I’d like to spend it on the things they 
promised they would do, to spend it on things like re-
building our health care system and our education 
system. There is a long list of promises, which most 
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people around here—except for the Liberals, of course—
have tacked in their offices. There is certainly no 
shortage of places to spend it. I would say this: You can’t 
have it both ways. You can’t say that the Tories were 
wrong in how they raised money and how they spent 
money, and then say that we’re not going to change the 
way the government brings revenues in. Ultimately, 
that’s what needs to happen. If you say the Tories 
shouldn’t have cut taxes so much because it has an im-
pact on services, then they should be willing to stand up 
and go after those changes. There’s a long list of places 
to spend it. I’m sure that’s not a problem. 

Mr. Prue: In this morning’s papers, the big, scream-
ing headlines, in all of the Toronto dailies anyway, were 
that the government yesterday promised some $200 
million to hospitals, but most of that’s going to end up in 
severance money to lay off nurses, while the same gov-
ernment goes around looking for 8,000 new nurses for 
the province. Would you be spending money there? 

Mr. Samuelson: Absolutely. It’s interesting to see the 
commitment this government made to hiring nurses turn 
into an actual situation where people are losing their jobs. 
But every nurse is not only someone who’s working in 
the hospital; it also has a direct impact on the services 
people require when they go to the hospital. I think that’s 
what we need to look at when we think about this. 

If you look at the health care system, it was starved 
under the previous government. You need significant 
investment in order to make up for that. 

Mr. Prue: You write here, on page 3, a paragraph: 
“The government also chose not to touch the $3 billion in 
corporate tax cuts granted” by the Conservatives. “Less 
visible, but a further opportunity to raise revenue for 
public investment, is the more than 50 corporate tax 
loopholes created or expanded by successive Tory 
budgets. Some of the corporate tax changes parallel the 
Federal Income Tax Act and should be kept. But ... an 
additional $800 million ... would be generated.” 

From where did you get the figures? I imagine from 
Chris Schenk. 

Mr. Samuelson: Chris and a working group we’ve 
had within the labour movement and the left, the broader 
community looking at the finances. But these are not new 
numbers, frankly, and I don’t think they surprise 
anybody. 

Clearly, the previous government had a bent toward 
giving more money to those people who already had lots. 
We really would have expected that, if you were going to 
change things, if you wanted to change things, that would 
be the first place you would start. You would, in fact, 
recoup some of that money from those people who’ve 
already got lots and are getting more, and put that money 
back into the services that the rest of us need and require 
every single day. 

We’re not even looking at where it matches up with 
the federal laws. These are simply areas where the 
province could move on its own. 

The Chair: Thank you for your presentation this 
morning. 

Mr. Samuelson: That’s it? It’s been a peach. 

ONTARIO CONFEDERATION 
OF UNIVERSITY FACULTY 

ASSOCIATIONS 
The Chair: I call on the Ontario Confederation of 

University Faculty Associations, please. Good morning. 
You have 10 minutes for your presentation. There may 
be up to five minutes of questioning following that. I 
would ask you to identify yourselves for the purposes of 
Hansard. You may begin. 

Mr. Michael Doucet: Thank you, Mr. Chair. Good 
morning. I’m Michael Doucet. I’m the president of the 
Ontario Confederation of University Faculty Associ-
ations, which is quite a mouthful, so I’ll hereforth refer to 
us as OCUFA. We represent 13,000 faculty and 
academic librarians in Ontario’s universities. 

On my right is our executive director, Henry Mandel-
baum, and on my left, our associate executive director, 
Mark Rosenfeld. 

OCUFA has been a longstanding and consistent 
advocate of a well-funded, high-quality, public post-
secondary education system. We welcome this invitation 
to present our vision to the standing committee on 
finance and economic affairs. 

Let me begin by applauding the Ontario government’s 
desire to examine post-secondary education funding 
through what is widely known as the Rae review, and of 
course we all eagerly anticipate Mr. Rae’s recommend-
ations later this month. The review process has drawn 
submissions from many quarters, all united in high-
lighting the critical need for major investments in our 
universities. 

We are encouraged that both the Premier and the 
Minister of Training, Colleges and Universities have 
stated their commitment to public education, and we are 
hopeful this budget year will reflect that commitment. 
Last year’s budget did little to reverse the pattern of 
underfunding that has been characteristic of Ontario 
universities in the last decade. Premier Dalton McGuinty 
promised during the 1999 provincial campaign to raise 
post-secondary education per capita funding to the 
national average over the course of his first term in 
government. This would require an increase of $860 
million a year. But consensus is emerging that an even 
greater funding commitment is required if Ontario is to 
achieve the goal of a first-class university system that 
rivals or surpasses top-notch universities in the rest of 
Canada and in our peer jurisdictions in the US. 

No other province in Canada boasts as expansive a 
university and college system as Ontario, yet the prov-
incial government invests less per student than all other 
Canadian jurisdictions. Ontario’s per-student operating 
grant is more than $2,200 below the national average. We 
need to reverse that statistic. 

The call for reinvestment in higher education has 
come from many quarters outside of the university 
community. For instance, the April 2004 report of the 
government-appointed Panel on the Role of Government 
in Ontario stated the province “should increase the 
amount of public money spent on university education 
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until its spending is, on average, the highest per capita in 
Canada on a per-student basis.” This recommendation 
would cost well over $1 billion annually, but it would 
help to close the funding gap between Ontario and the 
rest of Canada. 

We frequently talk about the need to maintain com-
petitiveness with the United States, but research shows 
public universities in peer jurisdictions in the US spend 
twice as much as we do. The province’ s Task Force on 
Competitiveness, Productivity and Economic Progress 
concluded that, by investing $450 per capita more in 
universities than Ontario does, our “peer group” of 14 US 
states plus Quebec produces $965 per capita more in 
GDP at purchasing power parity prices. Closing the 
prosperity gap by investing an extra $1 billion in our 
universities could well yield more than $2 billion in GDP 
growth in Ontario. 

In lieu of funding increases, some would entertain 
alternative options, such as income-contingent loan re-
payment schemes and more private-public partnerships, 
or P3 arrangements. OCUFA is opposed to these 
approaches; they are not the solution to the problems that 
we face in the post-secondary sector. 

There is a reason why no Canadian provincial or 
federal government has created a full-fledged income, 
contingent loan repayment system. The estimated start-up 
costs are too great, the administrative requirements too 
complex, the banks as partners too uncooperative, and 
federal government support too uncertain. In Australia, 
the introduction of such a scheme resulted in reduced 
funding for universities, dramatically increased tuition 
fees and mounting student debt loads. In New Zealand, 
concern is rising that its income-contingent student loan 
scheme is spurring a brain drain of graduates looking to 
avoid repayment. These are problems we don’t want to 
create in Ontario; we have enough of our own. 
0930 

For instance, student tuition is at record high levels. 
Average undergraduate tuition fees have more than 
doubled in Ontario over the past decade. Increased tuition 
has been accompanied with the problem of a more 
restrictive Ontario student assistance program, or OSAP. 
Changes over the past decade to the program have made 
it more difficult for students to qualify for a loan. 
OCUFA encourages significant reform to OSAP—a 
system Mr. Rae describes, by the way, as broken—to 
increase student access to grants and loans. 

Even in the face of this escalating tuition and rising 
student debt, the demand for post-secondary education in 
the province keeps growing. University enrolment is 
projected to increase by 33% by the 2010-11 academic 
year. In the face of this, we are concerned about high 
tuition fees and insufficient government operating grants. 

The quality of a university education is being jeopard-
ized by chronic underfunding. Enrolments in Ontario’s 
universities increased by 14% between 1992-93 and 
2002-03. At the same time, provincial operating grants 
were cut by 25% in real terms. Typically, universities 
have cut departmental budgets, dropped programs, in-

creased class sizes and deferred maintenance as a 
response.  

As I just suggested, as enrolment rises, so do class 
sizes in Ontario. As a result, teaching loads have grown 
heavier and more duties have shifted to part-time faculty 
and graduate students. Ontario, sadly, has the highest 
student-faculty ratio in Canada, and it is 35% higher than 
in peer jurisdictions in the United States. There are many 
ways to measure quality within an education system, but 
the student-teacher ratio is the gold standard. Reducing 
that ratio is a direct investment in quality education. 

There is a further and unfortunate wrinkle to the mix 
of challenges faced by Ontario’s post-secondary edu-
cation system. Within this decade, one third of Ontario’s 
faculty members are due to retire. Eliminating mandatory 
retirement will help alleviate this problem, but only 
modestly. OCUFA strongly supports the elimination of 
mandatory retirement. There is no time to waste in imple-
menting this policy change. Yet more will need to be 
done to address the pending faculty shortage in our 
universities. 

The Rae review has suggested that we will need 
11,000 new full-time faculty by the end of this decade. 
While new hiring is finally taking place, it does not yet 
come close to meeting our needs. A concerted and sus-
tained initiative now is required. The government has to 
provide the resources to allow universities to implement 
a creative faculty recruitment and retention strategy—a 
“brain gain” recruitment strategy, if you will. Further-
more, funding is required immediately to double enrol-
ment in graduate programs, which are the primary source 
of future faculty. I hasten to add that Ontario produces 
50% fewer master’s students than in the US and only 
75% of the Ph.D.s that are produced in the US. 

We need to deal with the declining quality of our 
buildings in terms of deferred maintenance, which now 
stands at $1.5 billion. 

The Chair: You have about a minute left for your 
presentation. 

Mr. Doucet: A minute left? OK. 
We have a full text in our report, so let me just go to a 

concluding comment. We are a prosperous province, and 
we have the economic capacity to build a rich edu-
cational environment in which the best and brightest can 
flourish. Ontarians can be confident that any investment 
in universities will yield significant and long-lasting 
benefits to our economy for today’s generation and for 
generations to come. All it takes now is a plan, and that 
plan starts with budget 2005. 

Thank you, Mr. Chair. 
The Chair: Thank you very much. The questioning 

goes to the government in this round. 
Mr. Mike Colle (Eglinton–Lawrence): Thank you 

very much for your presentation. It’s certainly been 
brought home loud and clear to this committee that 
investing in the post-secondary sector is a true invest-
ment that really brings back multiple returns. 

We were told yesterday that McMaster is the number 
one employer, the Hamilton Health Sciences centre is the 
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number one employer, in Hamilton. The London Health 
Sciences Centre, associated with the University of 
Western Ontario, is the number one employer in London, 
Ontario. So we understand the economic benefits of 
investing in post-secondary education. 

The thing that strikes me when you emphasize the 
word “prosperous,” that Ontario is the most prosperous 
province: How have we gotten to the point where the 
most prosperous province is so behind the rest of the 
poorer provinces in funding its universities? How did we 
get to this point where Ontario is not able to fund its own 
universities, its own post-graduate schools? Our per 
capita funding is the lowest. Our student-to-professor 
ratio is the highest. Our capital needs are probably the 
greatest. How did we get to this point? How do we get 
the rest of Canada to appreciate the fact that Ontario 
maybe can’t continue to underwrite the rest of Canada to 
the tune of $23 billion net every year when we can’t 
invest in our own ability to generate wealth in our 
universities, for instance? How do we get this across to 
our federal partners and to the federal government in 
Ottawa, that we have to maybe keep some of that $23 
billion in Ontario so that we can generate more wealth to 
help the rest of Canada? How can we do that? 

Mr. Doucet: That’s an excellent question. If I had the 
answer, I think I would be a very wealthy individual. 

Part of the problem is the way federal transfers were 
changed in the mid-1990s. Some money used to be 
targeted for post-secondary education. Then we got the 
Canada health and social transfer that blended 
everything, and universities lost out, as did many other 
areas funded by the provincial government, because of 
that blending. I think we all know where the money has 
gone. It has gone into health care. So it’s very important 
for the provincial government to look at the health care 
envelope and try to get some control over the increases 
that are occurring there. We all want a very good health 
care system. 

Mr. Colle: Maybe the problem is that we don’t spend 
enough on health care—that, again, we take money that 
should be spent on health care in Ontario and subsidize 
health care systems across Canada. 

Mr. Doucet: It is a matter of political priorities, 
clearly. Those are always tough decisions. 

Mr. Colle: The other question I had was about com-
mercialization. I notice that your association questions 
the movement toward commercialization of research. We 
heard the president of McMaster say it’s a good trend. 
The founder of RIM in Kitchener is on your side. Why 
are you so worried about the trend toward commercial-
ization when it allows for reinvestment in research and 
attracts the best and the brightest? 

Mr. Doucet: We’re not opposed to commercialization 
as such. We’re opposed to an overemphasis on commer-
cialization at the expense of funding basic research. Who 
knows at this moment what is going to be commercially 
viable? People throughout university history have done 
what’s called basic research, thinking about important 
issues. I know one of the classic examples is people 

doing research on prime numbers in mathematics, which 
a century ago seemed absolutely worthless. But a 
knowledge about prime numbers is basic to computing 
today, so over the century it has become commercially 
viable. By all means, let’s commercialize what we can, 
but our concern is that this will somehow distort research 
activity and interfere with academic freedom, which is 
very important in universities. As I say, we don’t know 
what is going to be commercially viable at some point in 
the future. What we’re calling for is balance. 

Mr. Colle: I guess that’s why— 
The Chair: Thank you. And thank you for your 

presentation. 
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COUNCIL OF ACADEMIC HOSPITALS 
OF ONTARIO 

The Chair: I would ask the Council of Academic 
Hospitals of Ontario to please come forward. Good 
morning. You have 10 minutes for your presentation. 
There may be up to five minutes of questioning following 
that. I would ask you to identify yourselves for the 
purposes of our recording Hansard. 

Mr. Murray Martin: Thank you very much for the 
opportunity this morning. My name is Murray Martin. 
I’m the president and CEO of Hamilton Health Sciences, 
and on my right is Mary Catherine Lindberg, who is the 
executive director of our association. 

The Council of Academic Hospitals of Ontario is a 
not-for-profit organization representing 22 teaching 
hospitals in this province that provide primary, secondary 
and tertiary patient care services, as well as carrying out 
significant research and education in affiliation with five 
of our provincial universities. Our members provide 
acute care services, complex continuing care, mental 
health and rehabilitation services, and manage budgets 
that range from $25 million for our smallest member to 
$1 billion a year for our largest member. Our total 
membership of 22 consumes about $4.5 billion of the 
hospital funding envelope. 

In recent years, many of our members have been 
subjected to external reviews to determine why our costs 
are increasing rapidly and what can be done to make us 
more efficient. The conclusion arising from these reviews 
has been that we are indeed operating efficient and effec-
tive hospitals. Academic hospitals in Ontario have met 
the challenge of doing more for less. The national bench-
marking study done by the Hay Health Care Consulting 
Group and the Canadian Institute for Health Information 
shows that Ontario academic hospitals are the most 
efficient academic hospitals in Canada. 

We struggle to balance the complex interactions that 
arise from the three key roles of our members: We per-
form as providers of much of the specialized health care 
services in the province; we are educators and trainers of 
the next generation of health care professionals; and we 
are leaders in conducting and supporting health research 
to advance new health care discoveries and establish 
leading-edge innovation practices in care. 
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While academic hospitals are similar to other hospitals 
trying to survive in an environment of escalating costs 
and growing demand, we are unique in that we also have 
the added responsibilities associated with our academic 
mission. In addition to providing a large full range of 
health care services, for example, our hospitals support 
growing clinical programs and serve as the laboratory for 
developing and testing new diagnostic and therapeutic 
techniques that translate into new and often expensive 
ways of treating and curing disease more effectively. 

Today, our members are being confronted with 
unprecedented pressures to perform. Many of these 
demands have arisen from the marked changes that have 
taken place in our patient population. We care for the 
most gravely ill and for those who are difficult to 
diagnose and treat because of their age or multiple health 
problems. In many cases, our hospitals have become the 
place of last resort for difficult cases and are sought after 
because of the unique expertise of our clinicians and 
scientists. The complex care being provided is highly 
coordinated between major academic health centres that 
collectively provide 95% of the complex or specialized 
care in our province and 100% of transplants in Ontario. 

A further layer of complexity arises from the multiple 
but distinct roles performed by our members within their 
communities. In many cases—as an example, in London 
or Hamilton—our members serve as the community 
hospital within their local area as well as the regional 
provider of specialty programs such as specialized cancer 
care or cardiac surgery through the broad catchment area 
of their region. In some cases, our members also serve as 
the provincial provider of highly specialized, low-volume 
services such as transplantation. The complexity and 
interconnectedness of these many and varied roles 
explains in part why we are unique and why our 22 
members consume approximately 45% of the province’s 
hospital resource budget. 

No one is disputing that a large amount of money is 
being spent on care within our organizations. The reality, 
however, is that there continues to be a significant 
shortfall in the money needed to serve very ill patients, in 
spite of our success in achieving high levels of 
efficiency. Of the 4.3% increase allocated to hospitals 
this year, the majority was spent on funding growth to 
service a growing and aging population. It is important to 
understand that our costs are not rising at double-digit 
numbers, but are inflating at 4% to 5% per year. Given 
the tremendous efficiencies achieved in recent years, we 
no longer have the room to absorb this level of inflation. 
For each of the next five years, our real need is 7% to 
8%, factoring in 3% for growth and 4% to 5% for 
inflation. 

The current funding gap is hampering our members’ 
ability to continue to deliver the required volume of care 
and to maintain the exceptional services that residents of 
Ontario expect. At the same time, we are faced with a 
number of pressures that have to be met: 

We are dealing with significant increases in costs 
arising from the growing specialization and acuity of our 

caseload that demands more aggressive drug therapy, and 
more and higher utilization of lab and imaging tests; 

We are confronted with growing funding requirements 
to offset pressures of increases in the number of students 
we train; 

We face growing competition to recruit and retain the 
best and brightest doctors, nurses and scientists to work 
in our organizations during a period of increased global 
competition to attract top calibre candidates to senior 
clinical, research and teaching positions; 

We are challenged to constantly try and create new 
treatments on the basis of new knowledge through 
building and supporting strong hospital-based research 
departments, conducting drug trials and advancing 
experimentation of new surgical techniques and instru-
ments; and 

We are attempting to implement the best-practice 
models being developed through research in our facilities 
and transfer that knowledge to other hospitals throughout 
the province. 

As we consider how best to respond to these pressures, 
we realize that we have an important leadership role that 
we must employ to help the government transform the 
health care system and a responsibility to work collabor-
atively with others to implement the transformation 
agenda that will sustain our health care system in the 
long term. 

I will now take a couple of minutes to make some 
comments about our concerns related to research. In 
recent years, we’ve seen unprecedented increases in 
federal government investments in health research 
through the Canadian Institutes of Health Research and 
other new funding programs. These investments have 
invigorated the health research enterprise and have 
allowed Canadians to aggressively compete in the inter-
national world of excellent researchers. 

Academic hospitals have made great strides in recent 
years that have contributed to enriching the research 
enterprise dramatically. Many of us have research insti-
tutes that carry out world-class research for discovery 
and commercialization. We attract some of the best and 
the brightest scientists from around the world. We initiate 
much of the innovation that takes place in our health care 
system today. 

Despite these successes, there are dark clouds 
forming. For example, the impact of the recent CIHR 
decision to withdraw mid and senior career investigator 
awards has placed an immediate strain on academic 
health science centres to establish ongoing, sustainable 
sources of funding to enhance and support the research 
agenda. The CIHR decision is significant for Ontario, 
given that our province lags behind others such as 
Alberta and Quebec, which have well-established prov-
incial career support awards. Compared with other prov-
inces, Ontario has placed itself at a disadvantage in being 
able to build research capacity and to address the issues 
of stability, continuity and sustainability with respect to 
our research programs. 

It is also becoming increasingly difficult for Ontario 
academic hospitals to retain the world-class scientists we 
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are training because of a lack of money from the Ontario 
government to assist in the development of the research 
agenda. For example, the Canada Foundation for 
Innovation/CIHR research fund provides research fund-
ing for infrastructure, but requires matching grants from 
the province of 40% and additional from the organ-
ization. The federal government recently awarded $28 
million to Ontario hospitals, but we are to date unable to 
obtain matching funds from the province. 
0950 

In light of the foregoing comments, the Ontario 
council makes the following recommendations: 

That the standing committee review and assure that 
appropriate funding is allocated to academic hospitals in 
Ontario in order to ensure that we provide the kind of 
quality services expected of us from the people of 
Ontario; 

That the Ontario government work with the hospital 
sector to address immediate investment in infrastructure 
and develop strategies to address the issue of negative 
working capital; 

That the Ontario government demonstrate its commit-
ment to ensuring stability and sustainability in health 
research programs by providing immediate funding to 
match CFI; and 

That the government put forward a statement of strong 
support for health research in our province in supporting 
funding. 

Finally, we’d like to acknowledge the announcement 
yesterday of an additional $200 million of one-time 
transitional funding, and we look forward to working 
with our ministry to deal with the ongoing issues facing 
our health care system. Thank you very much. 

The Chair: Thank you. The questioning will go to the 
official opposition. 

Mr. O’Toole: Thank you very much for your pres-
entation. As you said, there are dark clouds forming. I 
think members of the media here have done quite a good 
job of holding the government’s feet to the fire. Richard 
Brennan, in an article last Saturday, I guess it was, 
forecast basically ahead of the announcement that there 
was going to be $200 million. Many in the sector have 
been saying it—not just Hilary Short, but others. As Ian 
Urquhart said in this morning’s article, it’s waiting for 
the inevitable, because— 

Mr. Colle: Stop name-dropping, will you? 
Mr. O’Toole: Well, the point is, they’re holding you 

accountable here, and that’s part of the job that I respect 
they’re doing, and you are as well; you’re just doing it 
more politely because you’ve been shackled almost by 
the Minister of Health, furious George. 

I would say that in our hearings— 
Interjection. 
Mr. O’Toole: Pardon me, Mr. Wilkinson; in our 

hearings across the province, it is the number one 
priority. The Ottawa Hospital told us that they had a $10-
million deficit, growing to $45 million, and that they 
were going to have to lay off 300 front-line providers. 
Another hospital told us there were 169 positions on the 

line and $10 million. The actual realization of the savings 
would not occur because of the severance requirements. 
It would cost $8 million in severance in the first year, so 
you wouldn’t realize the savings. The bailout yesterday is 
all severance money; we all know that. 

If I look at their own election and budget documents, 
it says, “8,000 new nursing positions.” Which is it? I’m 
listening to you this morning and you’re not just talking 
about that. I’m looking at $2.6 billion in the new health 
premium and additional dollars from the federal govern-
ment. They simply aren’t managing the system. They’re 
simply not working with the system—that’s you, the 
teaching hospitals especially. What message would you 
give Richard Brennan, the media, us and the government 
for them and this budget, to send the right signal for 
stability and security for the patients and our constituents 
in the province of Ontario? What message do you want to 
leave? 

This is the headline story here today; it really is. I can 
tell you that in every section of the province, there’s 
concern and there’s demoralization amongst the persons 
working in the hospitals. I can tell you, I’m getting the 
calls in my constituency office. I don’t ignore them, 
unlike perhaps the government members. I’m asking and 
I’m pleading that you give us the message that we want 
to see in the budget. The promising days are over with. 
The dark clouds are forming. What’s the plan? What 
would you like to see them do? Give them stable fund-
ing? Admit their election promises? 

Mr. Martin: I think the reality we recognize is that 
funding for health care has been very difficult for the 
previous decade and it’s going to be very difficult for the 
decade ahead. We do acknowledge that there are other 
funding priorities. We do appreciate the money that was 
announced yesterday. We do know it’s going to take 
more to get us back into the black. But as teaching 
hospitals, we’re certainly committed to working very 
closely with the ministry. We applaud the investment in 
the community sector. Eventually that’s going to have a 
payback. What we believe is needed, though, is addi-
tional funding to support us in this bridging period as we 
try to see more of our system provided at the community 
level as opposed to in our hospitals. That’s certainly 
going to take additional funding, and it’s going to take a 
close working relationship among hospitals with the 
ministry. 

The Chair: Thank you for your presentation. 
Is there a representative of the Ontario Public Service 

Employees Union present? York University? Is there 
anyone in the room who is scheduled to present? 

We will recess until a presenter arrives. I would ask 
committee members to stay close to the room, please. 

The committee recessed from 0955 to 1002. 

YORK UNIVERSITY 
The Chair: The standing committee on finance and 

economic affairs will come to order once again. It’s my 
understanding that York University is prepared to make 
their presentation. Would you please come forward. 
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Mr. John Wilkinson (Perth–Middlesex): On a point 
of order, Mr. Chair: I have a research request. I’d be 
interested in knowing, on the employer health premium 
that’s currently being brought in—I think it’s about $2.4 
billion. I wonder if research could figure out, if that were 
to be eliminated, as has been suggested by the opposition, 
exactly how many full-time-equivalent nursing positions 
that would be in Ontario. If you could look into that for 
me, Larry, I’d appreciate that. 

The Chair: Good morning, gentlemen. On behalf of 
the committee, let me say I appreciate your being here a 
bit early so that we can continue our work this morning. 
You have 10 minutes for your presentation. There may 
be up to five minutes of questions following that. I would 
ask you to identify yourselves for the purposes of our 
recording Hansard. You may begin. 

Mr. Gary Brewer: Good morning. I’m Gary Brewer, 
vice-president of finance and administration at York 
University. With me is Professor Ted Spence, senior 
policy adviser to the president. 

I’d like to thank you for providing York University the 
opportunity to outline issues of particular concern to us. 
We will leave you with copies of our submission, but I 
would like to outline the essential elements of our brief to 
the committee and, along with Professor Spence, try to 
answer any questions you might have. 

We are here because we anticipate that 2005 will be a 
critical year for the relationship between the government 
of Ontario and the province’s publicly assisted univer-
sities. The forthcoming recommendations of the post-
secondary education review headed by the Honourable 
Bob Rae will be important input to the next provincial 
budget. 

Before turning to our specific areas of comment, I 
think it would be helpful to provide the committee with a 
brief overview of York University, which provides 
relevant context for our comments. 

From its inception, the hallmark of York’s programs 
has been excellence in interdisciplinary research and 
teaching at both the undergraduate and graduate levels. 
There’s a strong synergy between research and teaching 
across all of York’s 10 faculties. York now has almost 
50,000 students, including the second-largest graduate 
student population in the province. Some 12% percent of 
all university students in Ontario and 33% of university 
students studying in the GTA are students at York. At the 
graduate level, York is a major source of highly qualified 
personnel for the GTA, Ontario and Canadian economies, 
with 4,800 graduate students enrolled in 25 doctoral and 
43 master’s programs. 

York is committed to listening to our communities and 
responding to their needs within the limits of our re-
sources. In the coming 10 years, we plan to respond to 
emerging needs of students and the community, includ-
ing continued diversification of our programs in pro-
fessional and applied fields, and a major focus on health 
and medicine, ultimately leading to the establishment of a 
new medical school to serve the growing and diverse 
communities around us. 

York has over 180,000 alumni, 75% of whom live in 
the GTA. We have estimated that York already has an 
annual economic impact of more than $3.4 billion in the 
GTA. 

I’ll now turn to the substance of our comments on four 
key elements which we feel should be addressed in the 
2005 budget. These elements include: funding to ensure 
student opportunity and excellence; accountability to 
demonstrate achievement of outcomes; mandatory retire-
ment, specifically referring to the impact on the univer-
sity sector; and support for municipal infrastructure. 

We have always been a leader in advocating for access 
to post-secondary education for all Ontario students and 
continue to believe strongly that this principle must 
remain a fundamental value underpinning tuition and 
financial assistance policies, not just at York but at all 
Ontario universities. 

The cost of a university degree is high. Our studies 
have indicated that the total annual cost for a full-time 
undergraduate student in a regulated program ranges 
from at least $10,000 if they’re living at home to $15,000 
if they’re living in residence or accommodation. The 
costs for graduate students are at least 25% higher. 
Longer-term planning is essential in meeting those 
challenges and improving the quality of education for 
Ontario students. 

With respect to tuition, it is our view that tuition 
should be as affordable as possible, as predictable as 
possible for the length of a degree, and as accessible as 
possible through grants, scholarships, bursaries and 
loans. 

York has traditionally opposed high tuition fees for 
undergraduates, and we continue to do so. We do not 
support full tuition deregulation and instead favour 
regulated increases consistent with inflation for tuition in 
most undergraduate programs. We regard the high cost of 
deregulated programs as a deterrent to free career choice 
for many students. In programs with deregulated tuition, 
government needs to ensure that there is predictability in 
fees as well as putting in place accessible forms of 
assistance and guidelines to protect students from tuition 
shocks. 

With respect to student assistance, we ask that the debt 
burden of students be mitigated in the fairest possible 
ways. We urge the Ontario government to ensure that the 
student financial aid system is revised and improved, 
including harmonizing the federal and provincial systems 
and reducing the paper burden on students and institu-
tions. 

We urge you to reinstitute the Ontario student oppor-
tunity trust scholarship program, but in a revised format 
to ensure an equitable distribution of funds among in-
stitutions in order to support students who are truly in 
need. We call for better support for graduate students by 
continuing the OGS and the OGSST programs and 
through extending the length of time institutions receive 
grant funding for doctoral students to better reflect the 
normal time for degree completion, and also through 
additional doctoral scholarship funding for students at the 
dissertation stage. 
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With respect to operating grants, the level of prov-
incial government support to Ontario universities on a 
per-student or per capita basis is now the lowest among 
Canadian provinces. For more than a decade, quality has 
been eroded by a lack of inflation adjustments and by 
periods in which not all students were funded. Dis-
counted or diluted funding reduces the quality of edu-
cation for all students. York urges the Ontario govern-
ment to recognize as a top priority the need to adjust per- 
student grant levels to redress the lack of adjustments 
over the past decade, followed by regular adjustments in 
grant levels to offset the impact of inflation. This funding 
is essential if we are to hire the faculty required to 
enhance the quality of university education in Ontario. 
We recognize that additional funding will come with 
expectations for a higher degree of results measurement. 
We are ready to work with government to help develop 
mechanisms to provide the necessary tracking of quality 
improvements. 
1010 

With respect to support for university research, basic 
and applied university research play an essential role in 
the transfer of knowledge within Ontario and is a critical 
part of innovation across all aspects of society. The 
economic and social impacts of university innovation are 
a tremendous asset to all Ontarians. For Ontario uni-
versities to attract the best students, we must attract and 
retain the best researchers, and to attract and retain the 
best researchers, we must first ensure that we provide the 
resources necessary to fund their labs and their research. 

We urge the Ontario government to increase its invest-
ments in basic and applied university research, including 
programs that will allow Ontario universities to attract 
and retain the world’s best researchers. We also ask you 
to recognize that research support from the government 
of Ontario is required to allow our universities and 
researchers to compete successfully for our full share of 
federal dollars. 

With respect to capital, the availability of high-quality 
university facilities is closely linked to the quality of 
student experience. In spite of our recent building pro-
grams, York University is still at the low end of built 
space available on a per-student or per-faculty-member 
basis and certainly well below the average for all Ontario 
universities. We fully support the case made by the 
Council of Ontario Universities for expanded support for 
deferred maintenance and capital funding. 

With respect to stability in post-secondary funding, 
university planning is long-term, and there needs to be 
stability and predictability in funding. Recruitment of a 
new faculty member takes 18 to 24 months, and it takes 
even longer to put in place new academic programs. 

York urges the Ontario government to move to a 
multi-year funding environment to support long-term 
investments in our institutions. We understand the very 
tight fiscal situation in Ontario but feel strategic invest-
ments in the post-secondary sector are crucial at this 
time, and we stand ready to ensure that government 
receives a full accounting of the quality improvement 
associated with increased and predictable funding. 

Building on that point of accountability, as I said, we 
acknowledge the importance of accountability and our 
obligations in this regard as publicly assisted institutions. 
We think it important to emphasize the need for account-
ability measures and processes that reflect institutional 
autonomy and the differentiated roles and missions 
among universities. We recommend that each university 
be required to set accountability measures consistent with 
its own mission and goals and report on these annually to 
government through its board of governors. 

The Chair: You have about a minute left. 
Mr. Brewer: I’m just about there. Thank you. 
We also recommend that the reporting burden be 

reduced and simplified. 
A final critical element is mandatory retirement. As 

Canada’s third-largest university, employing over 5,000 
faculty and staff, it’s our view that the elimination of 
mandatory retirement would have a far more acute 
impact on universities than any other sector in Ontario. 

We are opposed to age discrimination of any kind and, 
as such, not opposed to the direction taken by govern-
ment, but we have many complex issues related to labour 
relations, finance, faculty, complement planning and our 
collective agreement, and we need to deal with so many 
complex issues that we suggest a transition period in the 
implementation of up to five years. 

Finally, I’ll close with comments concerning support 
for municipal infrastructure. York’s location in the centre 
of the GTA, but near the edge of the city of Toronto, 
means we are located in an area of the GTA which has 
not always received the attention deserved for public 
infrastructure investment. The university is the most 
significant transit hub in Toronto without subway ser-
vice, with 1,100 buses a day on campus. 

We urge the province to show leadership to ensure 
transit priorities are set at the level of the GTA and that 
the subway extension through York University to York 
region is funded as part of the next phase of transit 
development for the GTA. 

Those are my comments and, again, thank you for 
having us here today. 

The Chair: Thank you. This round of questioning will 
go to the NDP. 

Mr. Prue: You’ve made a number of points which 
other universities across Ontario have made, but I want to 
skip to the last two, because this is the first time I think 
we’ve heard these two arguments, one being the need to 
grandfather or put in a transition period, should the 
mandatory retirement laws change. Could you explain to 
me in a little bit more detail than you did in your 
statement why this is going to cause such problems in a 
university, more than any other factory or office? 

Mr. Brewer: I want to emphasize that we’re not 
opposed to the elimination of mandatory retirement. In 
the university context, our faculty members have tenure, 
and this means that they essentially can continue to work 
past 65, 70 or 75 without having a set mandatory 
retirement age. As such, some of the normal mechanisms 
for assessing quality of performance and dealing with 
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performance issues may be more difficult to use in that 
tenured environment. 

As well, at a university, faculty complement planning, 
as we’ve said, has lead times of anywhere from 18 to 24 
months. Without some kind of predictability—in other 
words, a set age, like age 65—we may well find our-
selves with significant disruption in our complement 
planning processes. In other words, we could find out at 
65, 66, 70, 75 or 80—many faculty members could 
continue to work into their 80s—never knowing when 
exactly they would retire, and suddenly finding out, with 
a month’s notice, that that’s when they were electing to 
go. Then you’re left with an 18-month to 24-month gap 
in order to have that person replaced. 

Finally, on the financial side, within the university we 
have something called progress through the ranks, where 
faculty members receive an annual increment for every 
year that they continue to serve. It’s standard across most 
universities. So typically, the salaries of faculty members 
at the end of their careers are substantially higher than 
those at the beginning of their careers. When a faculty 
member retires, the university often can hire, at half the 
cost, a new faculty or replacement faculty member. Ob-
viously, to the extent that you have people staying longer, 
working longer at those much higher salary levels, the 
financial impacts can be significant. At York, I’ve 
estimated that impact to be perhaps as high as $5 million 
annually. For us to adjust our budgets in order to reflect a 
different faculty planning and salary paradigm, we would 
have to take some time to deal with that. 

Mr. Prue: My second question is about the subway. 
Both Mr. Colle and I were on Metro council when Metro 
council struggled with four subways and which ones. We 
wanted to build them all. Then the government of the day 
was defeated and the Conservatives came in and 
cancelled them all except one. The one they chose was 
the fourth choice.  

Mr. Colle: Actually, it was the fifth. 
Mr. Prue: Yes, and I think a special deal was made at 

that time with the then mayor. But the difficulty with 
building this, as I see it at this point, is that the city of 
Toronto now has been given the gas tax for its use. The 
gas tax is mostly for maintenance, as I see it. There’s not 
much money. This would involve the province spending 
hundreds of millions or maybe a billion dollars to put a 
subway line into there. I still think it was the first or 
second choice. I think Metro council chose it as the first 
or second choice, that or Eglinton; those were the two 
biggies.  

I don’t know whether this government is going to find 
the money, quite frankly, to do this in the foreseeable 
future. Is the dedicated bus line going to work? Would 
you like to see something equivalent to the light rapid 
transit that goes up into Scarborough as an alternative or 
a short-term alternative to the building of a subway? Do 
you have some other alternative that doesn’t cost so 
much that they might consider? 

Mr. Brewer: If I could, I would ask Professor Spence 
to take that question. 

Mr. Ted Spence: The dedicated bus line that was 
always intended as an interim measure will certainly 
greatly improve the situation for York University com-
muters. What it won’t do is address the transportation 
issues in the northwest quadrant of the city, where we 
have some of the worst congestion in all of the GTA, 
with the traffic coming back and forth between the 905 
and the 416. 

There is an opportunity at York to extend the subway 
to a major transit gateway north of the university that 
would serve York region, more or less at the intersection 
of the 400 and 407 highways and at a point where many 
of the commuter buses come in. We already have almost 
300 GO buses coming in and out of the university every 
day packed with students, but not with other commuters. 

We actually believe that the subway extension through 
the university to the York region gateway is a key part of 
an overall transportation network for the GTA. We would 
certainly support light rail and other express bus routes, 
but it has to be an integrated system. 
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I think most of the transportation planners who have 
taken the big-picture look at the GTA see the extension 
of the Spadina subway, which now ends at the Downs-
view station, across from a more or less empty air base 
and a furniture store, where it was never intended to end, 
and getting it up past Steeles Avenue is really an oppor-
tunity to help Jane and Finch, to help the northwest 
quadrant, to open the gateway to the 905, and I should 
say to also off-load the Yonge subway so that more of the 
traffic from the northeast of the city can be directed 
toward the Finch subway station and the York region 
transit system that’s developing on Yonge Street. 

There are alternatives that might be less expensive, but 
I think most people who look at the overall GTA picture 
for transit see that extending that subway up just through 
York to that gateway is really essential to make the rest 
of it work. It is expensive, but it’s also an area of the city 
that has considerable area ready for either development 
or redevelopment. If you know that part of the city, many 
of the major social and economic issues of the city are 
concentrated in the northwest, and there’s an opportunity 
to turn a whole area of the GTA around with the subway. 
So we’ve continued to advocate for the subway, 
recognizing that it’s more expensive, but because of the 
impact it has beyond York University, not just because of 
the impact on the university. 

The Chair: Thank you for your presentation and for 
appearing somewhat early. I appreciate it. 

ONTARIO PUBLIC SERVICE 
EMPLOYEES UNION 

The Chair: I would call on the Ontario Public Service 
Employees Union to come forward, please. Good 
morning. 

Ms. Leah Casselman: Good morning. 
The Chair: You have 10 minutes for your presenta-

tion. There may be up to five minutes of questioning 
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following that. I would ask you to state your name for the 
purposes of our recording Hansard. You may begin. 

Ms. Casselman: Thank you very much. My name is 
Leah Casselman. I’m the president of the Ontario Public 
Service Employees Union. With me is Tim Little, who’s 
our legislative liaison—and I love traffic. 

OPSEU represents 100,000 public and private sector 
workers, including most direct government employees, 
full-time staff of Ontario’s colleges and more than 50,000 
workers in the broader public service. Obviously, the 
fiscal decisions of the provincial government have a 
direct impact on our members, their quality of life and 
the quality of the services that they provide to the public. 
As a result, we again look with anticipation and some 
concern toward the upcoming provincial budget. 

On election night, the Premier-elect made a special 
commitment to our members, a commitment to work 
with us to rebuild public services in this province. Last 
March, the Minister of Finance repeated this commitment 
by admitting, “We were elected to ensure high-quality 
public services. That’s what the election was about. 
That’s what we got elected to do.” 

After 10 years of Conservative rule, this public 
positioning is a welcome change. However, we’ve been 
waiting now for a year and a half for the government to 
make good on its promise of change. 

As the Provincial Auditor noted in November of last 
year, the challenges facing public sector renewal are 
huge. Over 10 years of Harris-Eves cutbacks, 20,000 jobs 
were slashed from the Ontario provincial government. As 
a result, the auditor reports that staff overtime has 
doubled and the use of temporary staff has almost 
doubled since 1995 to almost 18% of the entire OPS 
workforce. This is having a serious and ongoing impact 
on employee morale, with over half of those surveyed by 
the auditor reporting departmental understaffing and fully 
a third of employees feeling dissatisfied with their jobs. 
Poor morale is hardly surprising, given the fact that our 
members have suffered through the first Ontario govern-
ment in modern history to refuse its responsibilities to the 
people and future of our great province. 

Finally, the auditor called on the government to 
address the lack of serious training programs in the 
Ontario public service and to prepare for the upcoming 
wave of baby boomer retirements. 

It is difficult for the Ontario government to lead the 
way in public sector renewal when it spends two thirds 
less on training than other public sector employers. 

There are, of course, similar challenges facing the 
broader public sector. We need serious reinvestment in 
our college system so that we can meet the growing 
demand for education and so that we can rebuild the 
apprenticeship programs that are so critical to our prov-
incial economy. 

We need a real commitment to those with mental 
health challenges and profound physical disabilities. On-
tario has witnessed the continuing shell game of re-
moving institutional care options while failing to deliver 

on promised community supports. We and they deserve 
better. 

We need long-term investment in health care, not 
more experiments with so-called private-public partner-
ships, so that we can attract and retain nurses, para-
medics, technologists and other medical professionals. 

We need funding increases in sectors like child care, 
children’s mental health, community living programs and 
family services that have been starved for over a decade. 

Another critical challenge facing the broader public 
sector is pay equity. At the end of this calendar year, an 
agreement that stems from a charter challenge is due to 
expire. It sets out proxy pay equity payments for female 
employees at a number of transfer payment agencies. In 
the absence of adequate funding in the forthcoming 
budget, by 2006 those employers are going to be running 
afoul of the pay equity law and will be cutting services 
and laying off front-line workers. The province must 
ensure there is continuing dedicated funding to enable 
employers to fulfill their pay equity obligations under the 
law. 

There are, of course, employers who obeyed the pay 
equity law in the first place and are not getting funds 
under that agreement. For these workplaces, mostly in 
children’s mental health and developmental services, 
there must be catch-up funding. 

The truth is that as a society we do have the collective 
resources to meet these and other needs. We just need to 
find the political will to make the right choices. 

You will be hearing from the Ontario Alternative 
Budget Working Group regarding the government’s 
revenue and expenditure estimates, so I will not repeat 
their findings except to say that we share their frustration 
with the continuing practice of overestimating expenses 
and underestimating revenues. The provincial govern-
ment has a responsibility to its citizens to be honest and 
forthright with its fiscal projections. Instead, the gov-
ernment seems to be all too willing to follow the existing 
pattern of manipulating the numbers, and we all know the 
cupboard is not bare. 

I believe, as do our members, that this government is 
different. The Liberals will be judged in October 2007 on 
the concrete measures they have taken to rebuild public 
services, not on some fictional story of deficits 
encountered and wrestled to the ground. 

While OPSEU recognizes the need to restore 
provincial revenues in order to support public services, 
we were not alone in criticizing the regressive nature of 
last year’s health premium increase. Instead, we strongly 
support the Ontario alternative budget case for pro-
gressive tax increases. The five following changes would 
raise almost $4.8 billion per year: 

(1) Harmonizing federal and provincial taxes by 
increasing the top Ontario tax bracket for those earning 
more than $100,000 per year; 

(2) Restoring corporate tax rates to where they were in 
2000; 

(3) Tightening the administration of the tax system; 
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(4) Harmonizing the federal and provincial corporate 
income tax systems; and 

(5) Eliminating corporate exemptions from the em-
ployer health tax. 

This last suggestion is only fair, given the unfair im-
pact of last year’s health premium on lower- to middle-
income taxpayers. 

Not only are these five suggested changes relatively 
conservative; they are also politically safe moves for a 
government that pledged to substantially improve our 
public services. We know that the government has a real 
opportunity to work with our members and with the 
public to rebuild our public services. OPSEU will do 
whatever it takes to make sure you take that opportunity. 

Thank you very much. I’ll now answer any questions. 
The Chair: In this rotation, the questioning will go to 

the government. 
Mr. Colle: Thank you for your presentation. 
Ms. Casselman: You’re welcome. 
Mr. Colle: The item I want to ask you about first, 

which caught my eye, is number 5, “Eliminating corpor-
ate exemptions from the employer health tax.” I don’t 
think the Ontario Federation of Labour was specific. 
They just said, eliminate the employer health tax for the 
self-employed. One of the concerns that worries us about 
eliminating the employer health tax is that you might be 
impacting individuals who have their own little busi-
ness—it could be a nurse, a plumber. Do you go as far as 
the Ontario Federation of Labour in saying it should be 
eliminated for everybody? In other words, should all self-
employed pay the employer health tax or just the 
corporate entities? 
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Ms. Casselman: We support the federation’s position 
on that. 

Mr. Colle: So you would ask that everybody pay the 
health tax; if they’re self-employed, they should pay that? 

Ms. Casselman: Yes. 
Mr. Colle: OK. I just wanted to clear that up. 
Ms. Casselman: They take advantage of the system, 

and maybe it would also be a deterrent for this 
government to stop following the Tories’ direction to 
divest everyone into independent business to provide 
quality public services. 

Mr. Colle: As you know, we are before the courts as 
we speak with the professional sports teams on that very 
issue. Some of them tried to claim they are exempt from 
the employer health tax because they operate their 
business outside the province and— 

Ms. Casselman: Please don’t get me started on 
million-dollar hockey players. We don’t have time for 
that today. 

Mr. Colle: Just to let you know we have that. 
The other item I have to ask about is in terms of the 

reference you made that overtime usage has almost 
doubled. 

Ms. Casselman: Yes. 
Mr. Colle: Where is that starting from? Can you give 

a time frame on that? I’m just interested in finding that 
out. 

Ms. Casselman: It was in the Provincial Auditor’s 
report, so I’d refer you to that. I would suggest it was 
probably after the first wave of layoffs under the Tories. 
They still wanted the work done, but there were half the 
workers. 

Mr. Colle: Is that continuing now, as far as the 
information you’re getting? 

Ms. Casselman: Yes. 
Mr. Colle: At the same level? 
Ms. Casselman: What we’ve seen since the Liberals 

were elected is that a number of consultants have been let 
go, because $800 million was going into consultants’ 
pockets as opposed to full-time workers. But that has 
been replaced by what we call “unclassified” in the 
public service or by additional overtime. So that’s still an 
issue for us right across the public service. 

Mr. Colle: So it’s still a driver. I’ll pass it over to Mr. 
Wilkinson. 

Mr. Wilkinson: This idea about the five changes—I 
know Mr. Mackenzie is going to be coming in and 
speaking to us about the alternative budget. Are you 
saying that if we got rid of the new premium, which is 
about $2.4 billion, and did these five things, that would 
raise $4.8 billion? 

Ms. Casselman: Those five options would raise $4.8 
billion. 

Mr. Wilkinson: You’re suggesting that, but you’re 
also saying we should get rid of the premium we 
instituted last year. Are you saying—I just want to make 
sure—that we keep the $2.4 billion and here’s another 
$4.8 billion to spend on increasing public service? It’s 
just not clear to me. Are you saying, “Get rid of what you 
did last year but do this $4.8 billion instead,” or is it in 
addition—just so I’m clear on where you are on that? 

Ms. Casselman: I would suggest that what you 
implemented last year was a regressive tax and it 
impacted the lower-middle-class folks clearly more than 
folks who make over $100,000. If you are going to keep 
that, you should make it a more progressive tax. 

In relation to what we’ve presented here, you can get 
$4.8 billion by doing these five things, and we would 
suggest that you probably wouldn’t require that 
additional tax on people for the health care system. 

Mr. Wilkinson: We’ll be going over expenses and 
revenues, because there will also be suggestions on 
where we should spend that money under the alternative 
budget. I’m just trying to get an idea of whether that’s a 
net figure, because you want the other thing off and these 
five put in, or whether it’s in addition. That will help us 
when we talk to Hugh. 

The Chair: Thank you for your presentation. 

UNITED STEELWORKERS OF AMERICA 
The Chair: Would the United Steelworkers of Amer-

ica come forward, please. Good morning, gentlemen. 
You have 10 minutes for your presentation. There may 
be up to five minutes of questioning following that. I 
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would ask you to identify yourselves for the purposes of 
Hansard. 

Mr. Wayne Fraser: My name is Wayne Fraser, and 
beside me is Charlie Campbell, director of research for 
the Steelworkers union. Let me begin by thanking you 
for the opportunity to say a few words to you today—
hopefully words that will be listened to and acted upon 
when you release your budget this spring. 

I’m the director of the Steelworkers union, represent-
ing over 95,000 members in Ontario and the Atlantic 
provinces. Our union represents 250,000 workers across 
Canada, and we’re the largest industrial union. Our 
members work in every sector of the economy, including 
universities, health care, security, banking, transpor-
tation, hospitality and many others, as well as the steel 
and mining industries, for which we are best known. 

After the 2003 budget, widely acknowledged to have 
been a fiasco that badly damaged the McGuinty govern-
ment’s credibility, the finance minister does not have an 
easy task in this year’s budget. Ontario voters, despite the 
growing pile of broken shards that represent Liberal 
election promises, still are looking to the government to 
get a start on its central promise: to rebuild our prov-
ince’s public services. The outrage that greeted the appal-
lingly regressive health premium or health tax—one day 
it’s a premium; the next day it’s a tax—will make even 
harder what is never an easy task: establishing a pro-
gressive source of revenue for vital government services. 

We’re calling on the government today to show some 
courage; first, to admit your mistake and announce that 
you will repeal the health tax and work to regain the 
confidence of Ontario citizens. Why is the health 
premium tax so bad? How would you describe a new tax 
that increased the income tax burden on someone making 
$30,000 a year by 24% but increased the burden on 
someone making $150,000 a year by barely 3%? It’s 
unfair and, as I said, it’s very regressive. 

Also, the government’s semantic game about “pre-
mium” and “tax” has meant that, unlike the OHIP 
premium, which was eliminated in 1989 and which was 
paid mostly by employers, most of these new premiums 
will be paid directly by individuals, many of whom just 
can’t afford it. I am proud to say that the Steelworkers 
union has led the way to try to negotiate in contracts that 
this premium be paid by the employers. I am just as 
proud that our union, as an employer in this province, has 
taken the step to provide coverage for our members to 
pay this premium. We just think it’s the right thing to do 
under the circumstances. 

Do not believe for a second that backtracking on the 
health premium will give the government any licence to 
fall short on its promises to restore and improve health 
care services. Throughout this sector, particularly in 
nursing homes, the need for reinvestments is greater than 
ever. It’s clear to everybody that there was no relation-
ship last year between the new revenues produced by the 
premium and increased health care spending. You 
shouldn’t expect Ontarians to take seriously the govern-
ment’s projections of nearly empty cupboards. Independ-

ent projections from the Ontario alternative budget 
suggest that between understated revenues and over-
stuffed cushions of contingencies, the government should 
be able to make a real, if belated, start on keeping its 
promises. 

Your government’s announcement yesterday to lay off 
hundreds of nurses clearly demonstrates your govern-
ment’s lack of commitment to and understanding of our 
enormously underfunded and underserviced health care 
sector. Patient care is at an all-time low and will soon be 
getting much worse. 

How can you ignore the pleadings of the hospitals, of 
the nurses and of the doctors about the crisis in health 
care today? Waiting lists are increasingly longer. Emer-
gency rooms are a joke; people have to wait in there for 
hours on end to see a doctor. Your announcement of a 
$200-million supplement to the hospitals, most of it 
going to severance pay, is as bad a joke as your an-
nouncement to let them do the layoffs. 

It’s clear to me that this Liberal government, its 
ministers and its MPPs have not been in a hospital lately 
to take care of them or their family members. You need 
to reverse this decision about laying off nurses. It’s one 
of the first things the Tories did when they took power, 
and it has been a disaster ever since. You need to reverse 
it. You need to commit to the people of Ontario that your 
government supports health care. I believe, and our union 
believes, that health care is a right for all Canadians and 
can’t be sabotaged by privatization or by governments. 
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Let me now turn to an area where today’s problems 
truly are not this government’s fault—post-secondary 
education—but where there’s an opportunity to step up to 
an historic challenge. Soaring tuition, slashed govern-
ment funding and squeezed university budgets have been 
tough on students, on faculty, and especially tough on a 
group of usually unsung heroes: the thousands of uni-
versity administrative and technical staff who ensure the 
day-to-day functioning of some of the provinces’ most 
prestigious institutions. These include business officers, 
highly trained technicians and department secretaries, 
just to name a few. 

The result of budget cuts has been fewer workers 
trying to do more with a lot less. The result is not enough 
time, inadequate money for preventive maintenance, in-
adequate money for specialized training, and too little 
time for the front-line staff in the libraries, in the 
registrar’s offices, or in the academic departments and 
residences to spend with the students. 

The Steelworkers are proud to represent workers at the 
University of Toronto, Victoria University, St. Michael’s 
College and the University of Guelph. We also represent 
security guards and food service workers whose direct 
employers are contractors but who also deliver important 
services on college and university campuses. 

The government deserves credit for appointing an 
independent review, headed by former Premier Bob Rae, 
to provide advice on how to make sure post-secondary 
education, including apprenticeship training, regains a 
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leadership position in North America. Our union par-
ticipated actively in Mr. Rae’s consultation process, and 
we are hopeful that his recommendations will call for a 
significant increase in funding from the provincial and 
federal governments. If this happens, all eyes will be on 
Ontario’s spring budget to see if our hopes will lead to a 
new beginning for the post-secondary education sector. 

I want to take a moment to address an issue that 
relates only indirectly to the budget, but that’s very im-
portant to thousands of workers in this province: the 
government’s wretched failure to deliver on labour law 
reforms that would actually be fair to all workers in this 
province, not just a handful. 

We’ve delivered our message loud and clear to the 
Minister of Labour over and over again. So I won’t take a 
lot of time here today to discuss that with you much 
more, other than to say that we believe that your 
legislation’s proposed changes to labour law reform are, 
at the most, sexist and very discriminatory. 

There is no justification whatsoever for restoring the 
card-based certification system only in the construction 
sector, while other workers who make six bucks an hour 
working in the service industries, whether they be women 
or new Canadians, have to go through a reign of terror 
when they try to organize a workplace to get represent-
ation by a union. 

The abolition of the card system has been an invitation 
to employers to interfere and intimidate, and without any 
effective sanction. That was a deliberate change to the 
law by the previous government. It’s a disgrace that this 
Liberal government has refused to acknowledge and 
rescind the draconian legislation introduced by the Tories 
years ago. 

That concludes my presentation. 
The Chair: Thank you. In this rotation, the ques-

tioning will go to the official opposition. 
Mr. O’Toole: Thank you very much, Mr. Fraser. It’s 

good to see you again this year. You’ve advocated very 
strongly for health care and for the post-secondary 
institutions. The steel industry is still in some— 

Mr. Fraser: Don’t forget about labour law reform. 
Mr. O’Toole: Oh, labour law, yes. 
Anyway, there are important comments you’ve made 

on the health tax, the premium. I’m not sure if it’s a tax 
or a premium, but you’ve made quite a compelling case 
that this is a regressive tax. 

We’ve heard that in the House. I would compliment 
Michael Prue and certainly the NDP for making that 
point very early on of how regressive it really was. We’re 
the only party on record that would eliminate that tax. 
We’re upfront about it. They weren’t upfront about it. 
They, dare I use the word, lied or misled—no, that’s not 
legal, either. I’ll retract those words. They were not 
straightforward about that tax. They never told anybody 
they were going to raise taxes to the extent they did. 

I guess I would sort of say, would you think that the 
employer should be paying this premium? 

Mr. Fraser: I don’t think there should be a health care 
premium in Ontario. Listen, your government was 

responsible for the terrible shape education is in, for the 
terrible shape health care is in. Make no mistake about it; 
you ought not just to be pointing your fingers at the 
Liberal government. They have an opportunity to change 
it, but the reason it’s in such difficult shape is because of 
the tax breaks you gave to the rich during your eight 
years of government. 

I’m not opposed—I think, clearly, if there’s a situation 
of financial difficulty for this government because of the 
shape you left it in, there ought to be tax increases to pay 
for the things we need; not tax increases that are re-
gressive, like the health care tax, but tax increases that go 
to the folks who can afford to pay them. Those folks are 
making a lot more money than normal workers in this 
province. 

Mr. O’Toole: We probably disagree on a couple of 
things, Wayne, and one of them would be that the shape 
of— 

Mr. Fraser: Did you say we agree on a couple of 
things or disagree? 

Mr. O’Toole: Well, we agree on a couple of things, 
yes. I’ve just got to make a couple of points, though. The 
condition we left the government in—even if you look at 
the alternative budget, Mr McKenzie said clearly they 
could balance the budget this year. I’ve seen his report. 
That’s what he said. If you look at it, they’ve got $10 bil-
lion more in revenue this year. Just look at the numbers; 
it’s in their own numbers. It’s not a big surprise. They 
have a spending problem. They also have a lust for more 
revenue; there’s no question about that. 

I would say to you, if you really want to get into the 
nuts and bolts of it, your friend sitting beside you knows 
very well that Bob Rae left almost $12 billion, and we 
dealt with it. 

Mr. Fraser: And you left billions of dollars of debt, 
and this government is trying to deal with it. 

Mr. O’Toole: Governments, however they state or 
restate numbers, we don’t need to talk about that. Would 
you agree with this: that you have to grow the revenue in 
excess of your expenditures? 

Mr. Fraser: Your tax breaks have caused the prob-
lems. 

Mr. O’Toole: No, no, that’s the question: Would you 
agree that you have to grow your revenue in excess of 
your expenditures, and faster? Would you agree that 
you’ve got to have more income to get more cable 
channels or whatever your expenditures are? 

Mr. Fraser: No, I agree that the health care premium 
ought to be dismantled, because it’s regressive. 

Mr. O’Toole: How are they going to replace that 
revenue? 

The Chair: Let the gentleman answer, Mr. O’Toole. 
Mr. Fraser: And I agree that you tax folks who are 

making a lot more money, who can afford to pay 
increased taxes, the same folks you gave a break to for 
eight years. 

Mr. O’Toole: I understand that. The NDP were quite 
clear in the election that they would tax people— 
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Mr. Fraser: This isn’t about the NDP. You’re asking 
the question of the Steelworkers’ union. You gave breaks 
to people. The rich got richer during your eight years and 
those folks now ought to be paying the price for what’s 
happened to our public service in this province. 

Mr. O’Toole: I’d say that we increased spending in 
this province hugely; in fact, in excess of the revenue. 
That’s why we actually get into the problem. We under-
stand there’s a demand that exceeds the ability to pay, 
and that’s the problem the province is in. I’m asking you, 
if you’re going to— 

Mr. Fraser: The problem this province is in—you 
know what? Just let me tell you a little story, and this is a 
true story. For the last month and a half, we had a very 
close friend of mine, my partner’s dad, in the hospital, in 
St Joe’s. He didn’t want to stay in the hospital to die. He 
had about a month, a month and a half to live. They said 
to him, “Well, we can send you home but you’ve got 14 
hours of care. Even though you need 7/24, you’ve got 14 
hours of paid care. The rest you have to fend for 
yourself.” That’s the problem in this province right now. 
It’s a joke. 

Mr. O’Toole: Do you realize— 
Mr. Fraser: And then you go to the waiting rooms 

and you’ve got four or five or six hours to see a doctor. 
And now you’re laying off 200 more nurses. It’s a joke. 

Mr. O’Toole: Through the Chair, I just want to make 
it clear that prior to—Bob Rae had a study that was 
called the multi-service agencies. We instituted them. 
They were called CCACs. Prior to 1995— 

Mr. Fraser: You destroyed this province. 
Mr. O’Toole: —there was no home care support. 
Mr. Fraser: You destroyed this province. 
Mr. O’Toole: Well, that’s your belief. 
Mr. Fraser: You have destroyed this province. Never 

before has there been worse health care in this province 
than when your government took over. 

Mr. O’Toole: Keep your eyes open. 
The Chair: Thank you for your presentation this 

morning. 
Before we go to our next presenter, indication has 

been made to me that they have signs they want to use. 
As you know, that’s not allowed in the committee, as it’s 
not allowed in the House. However, this is in lieu of a 
PowerPoint presentation and it is part of their presen-
tation. Do we have consent to— 

Interjection: Absolutely. 
The Chair: Agreed. They may use their signs, then. 

Thank you. 
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CANADIAN FEDERATION OF 
INDEPENDENT BUSINESS 

The Chair: Therefore, I call upon the Canadian 
Federation of Independent Business to please come 
forward. Good morning. You have 10 minutes for your 
presentation. There may be up to five minutes of ques-
tioning following that. I would ask you to identify 

yourself for the purposes of our recording Hansard. You 
may begin. 

Ms. Judith Andrew: Thank you. I’m Judith Andrew, 
vice-president, Ontario, with the Canadian Federation of 
Independent Business. I’m joined by my colleague 
Satinder Chera, who is CFIB’s Ontario director. 

Thank you for the opportunity to present today on 
behalf of CFIB’s 42,000 small and medium-sized mem-
ber businesses in Ontario. I’m going to speak mainly 
from the PowerPoint slides that are here. We’re also 
putting a couple of them up for you to have a look at. 

Our membership is very diverse and therefore you can 
see on the first pie chart of our profile that we have every 
type of business in our membership. We have, for 
example, about 600 beef producers in Ontario, who are 
certainly on tenterhooks these days vis-à-vis BSE. We 
have nearly 5,000 construction member businesses that 
may possibly be seriously impacted by the WSIB 
mandatory coverage proposal. There is some material in 
your kit about that. Those same construction firms will 
also be impacted by the loss of the vote under the card 
check system in the labour relations proposals—again, 
another challenge for them.  

Turning to CFIB’s quarterly business barometer, you 
will see that the index we construct of our members’ 
expectations has actually over the years been a very good 
reflection of the Ontario economy, so much so that it is 
now picked up by Bloomberg business news on about 
300,000 business terminals around the world. So we’re 
glad to see this as part of the economic infrastructure 
that’s out there. 

If you look at Ontario versus Canada, I think it’s a bit 
disturbing for Ontario in that Ontario’s growth expect-
ations have levelled off and at this point small businesses 
are entering 2005 with less confidence than they did in 
2004. Confidence among small businesses to invest and 
grow is a particularly important factor. Certainly it’s key 
to the provincial desire to grow our economy. In that 
context, we present for the committee’s consideration a 
scorecard—that’s the document on your left. You also 
have it in your kits. I think the big message from this 
scorecard is that small businesses need to feel that the 
government is indeed on their side. They are the job 
creators in the economy. They provide opportunity and 
hope for Ontarians. There have been quite a few things 
that have happened here in Ontario vis-à-vis promises 
that this government made to our members on a pre-
election basis that haven’t been fulfilled. In one case, the 
property tax promise on Bill 140 was actually broken. So 
there have been some challenges. 

On the positive side, our members appreciate the 
increase to the small business corporate income tax 
threshold. It’s not on here, just because of the room, but 
we also acknowledge that the government maintained the 
first $400,000 exemption on the employer health tax, 
which is a vital measure for small and medium-sized 
business to be able to establish and grow. I mention that 
given the testimony you heard earlier today to the con-
trary. Coming from small business, this is a very 
important item and must be maintained. 
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Looking at the scorecard, things are unbalanced, but it 
is definitely not too late. Certainly here in Ontario, about 
half of small businesses have expectations in 2005 for 
stronger performance. That’s positive. For their hiring 
plans, 30% of them expect to increase full-time em-
ployment and only 7% expect to decrease, so there 
should be some job growth. But we think there’s poten-
tial in our sector that is being dampened because they’re 
just uncertain, and uncertainty does not breed confidence 
to invest. 

On the factors affecting business performance, the 
biggest challenges, as you’ll see from the chart, include 
energy, and of course squarely in that category is 
electricity. As well, insurance premiums—a lot has been 
said and done around auto insurance, but what we’re 
talking about here is the business insurance coverage, 
which is a big problem for our members. Each year in the 
context of this committee, CFIB does attempt to table 
some weighty documentation from our members, and we 
have done so today. This is sort of part of a bigger piece 
that we will table with the government, but there are 
issue pages dealing with both electricity and insurance in 
here. 

At this point, I’d like to turn to our priorities for 2005. 
Our members tell us continually that total tax burden is a 
big issue for them. It’s very hard to get a small business 
off the ground when you’re facing profit-insensitive taxes 
in those early months and years before you make a profit. 
Government regulation and paper burden has jumped up 
to second place from previously being third or fourth, 
depending on our survey. Regulation and paper burden is 
now a recorded concern for a greater number of busi-
nesses in Ontario than it was in the past. This is in the 
face of the Premier committing to our members to 
actually reduce the regulatory load. 

The other issues are there. These are things that we 
continue to work on because they are key barriers to 
small business. The more that can be solved in all of 
these areas, the better it is for them. 

I’ll turn now to my colleague, Satinder Chera, who 
will take it from here. 

Mr. Satinder Chera: Thank you, Judith. For purposes 
of time, I’m going to direct the members’ attention to 
about the 12th slide into the presentation, entitled 
Property Taxes Payable on Properties Worth $200,000 in 
Toronto, 2004. My colleague, Judith Andrew, mentioned 
the fact that the promise by the Premier to our members 
around the Bill 140 hard cap was unfortunately broken 
last year. At the time, we made the case that, if you look 
at the property tax burden, small firms are the most ill-
treated in this province. This is just one example. The 
city of Toronto, actually, is probably one of the worst 
culprits and, as a result of the suspension of the Bill 140 
hard cap, they’ve actually increased taxes on small 
businesses again this year. So it’s actually even worse 
than what’s before you right now. 

In last year’s budget, there was a specific commitment 
to work with small firms to help address the property tax 
burden. I should say that so far we have seen very little 

evidence of any concrete measures or results coming out 
of that process, which is obviously disheartening for our 
members. 

The next slide is Property Tax—Next Steps. We 
surveyed our members on a number of different options 
that could be pursued in order to address the property tax 
burden, and one of the measures that we’ve been 
following for a number of years now—and 82% of our 
members are in support of it—is instituting a small 
business threshold, where the first X-thousand dollars of 
business property would be taxed at the lower residential 
rate. We think this is doable. We’ve been in discussion 
with a number of folks in government, as well as with the 
Ministry of Finance, and this holds out the most promise. 
And our recommendation, on the next slide, would be to 
pursue the graduated property tax rate to make up for the 
Bill 140 hard cap, and also to help rebalance the property 
tax load. 

The next slide, Runaway Business Insurance Pre-
miums...: My colleague mentioned that this is a con-
tinuing issue. Including the next slide, which talks about 
written notification, I would simply say this to you: If 
you were in a position where your insurance company 
called you the night before and said to you that your 
insurance policy is expiring tomorrow and, “Oh, by the 
way, we’re not going to cover you any more,” how 
would you feel? In what kind of predicament would you 
find yourself and how would you address that? We’ve 
had thousands upon thousands of members call in with 
those types of horror stories. There are some members 
who don’t even have insurance today because of the lack 
of coverage. 
1100 

The Premier had committed to doing a review of 
insurance premiums and the lack of coverage. We met 
with Minister Sorbara in late summer and we are hopeful 
that there will be some concrete measures in the 
upcoming months that will specifically follow through on 
the Premier’s commitment to the review of insurance. 

The Chair: You have about a minute left. 
Mr. Chera: I have a minute? I’m going to go quickly. 
The last issue I wanted to direct your attention to was 

that regulations hit SME hardest in Ontario versus 
OACD countries. Our analysis indicates that, again, if 
you look at Ontario versus the OACD world, Ontario’s 
small businesses share a far greater percentage of costs 
when it comes to regulatory compliance than their col-
leagues or counterparts in other jurisdictions. I should say 
that this year, while some progress has been made on the 
announcement about corporate tax harmonization, as well 
as the workplace gateway portal by the Ministry of 
Labour, we’ve also seen a dramatic increase in the 
amount of regulations. In particular, the worst culprit has 
been the Ministry of Labour. Unnecessary regulatory 
reforms are being brought forward, whether around 
labour relations or hours of work. In each and every case, 
we have made the case to the government that there is no 
good reason for those changes to be made. I should say 
that in each of those instances, our calls have been 
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ignored, and our members—Judith mentioned that regu-
lations are now second. I think that speaks volumes about 
the concerns they have. Thank you. 

The Chair: Thank you for your presentation. The 
questioning will go to the NDP. 

Mr. Prue: In the 10 minutes you have been speaking, 
I’ve been trying to listen to you and to leaf through this 
document. I don’t see anywhere in the document that you 
are asking for anything other than that your taxes be 
lowered. There’s no government programs you would 
like to see, no improvements to health care, nothing for 
education; nothing for anybody else, just that your taxes 
be lowered. That’s what I’m seeing here, in a nutshell. Is 
that your argument? 

Ms. Andrew: We do a lot of work in other areas on 
education and health care, but we did not make presen-
tations on those today, just because of the very limited 
time allowed. Also, our members tell us that total tax 
burden is their number one issue. We’re asking the 
government to improve the property tax regime, which is 
primarily at the municipal level, although a big chunk of 
it is dealt with under the education portion. But those are 
our key recommendations. 

Mr. Prue: In countries like the United States, where 
the property taxes are much lower, the municipalities 
have the option and get, in fact, money from state gov-
ernments and federal governments and, in some cases, 
have the authority to tax from the income tax system. 
Property tax is very regressive. Is your organization 
stating that you would allow municipalities other forms, 
other than property tax, so they could have roads, sewers, 
water and everything else, or are you just saying you 
don’t want to pay property taxes? 

Ms. Andrew: What we’re saying is that the property 
tax system is dreadfully unbalanced. It works against 
businesses getting started, it works against a small busi-
ness graduating from a basement or a garage into a busi-
ness premise, where they start to hire people and provide 
that gusher of extra taxes that comes into the govern-
ment. We have made extensive recommendations around 
the municipal new deal. You’ll find a document in the 
written material on the new deal. 

But let me conclude by saying that our members, 
because they’ve been so ill-treated on the property tax 
front, are very concerned about giving municipalities 
additional taxing powers. They do support the notion of 
investing in infrastructure that supports economic 
development, but there has to be a fine balance in how 
this is done. We’ve set out some principles for that. 
We’ve done an extensive study across the country going 
back to first principles on what should be contained in a 
municipal new deal, but clearly coming out of that 
there’s no desire to see municipalities have extra taxing 
powers. 

Mr. Prue: You have taken quite a strong position 
against public employees in general, in terms of their 
wages and total compensation package. We had the 
president of OPSEU here asking that they be treated 
fairly. Do you have any instances where you think that 

the government or past governments have been overly 
generous to them, other than what they’re paid? In terms 
of unionized workers, I think they’re probably pretty 
much middle range. 

Ms. Andrew: I think in your kits, there’s a document 
entitled Wage Watch. The slide in your PowerPoint is a 
very small excerpt from that major study. It’s quite an 
academic thing we do. We use census data for hundreds 
of occupations, thousands of incumbents in those occu-
pations, and compare matched occupations in the public 
and private sector. When you take the same job in the 
two sectors, you find considerable advantages in the 
public sector for the incumbents there. This is statistically 
valid. It has been peer reviewed by labour economists 
like Morley Gunderson and so forth. We put it forward as 
evidence that Ontario’s public servants are more than 
well paid, and as a consideration for everyone going into 
the bargaining scenario. 

The Chair: Thank you for your presentation. 
Mr. O’Toole: Mr. Chair, I have a motion. 
The Chair: Mr. O’Toole. 
Mr. O’Toole: I move that the Ministry of Finance 

respond to their election promise of upholding the hard 
cap on small business and work with small business to 
fix the property tax situation. This shifting of tax burden 
is a detriment to small business. 

The Chair: That will be discussed at report-writing 
time. 

Thank you for your presentation. 

ONTARIO HOSPITAL ASSOCIATION 
The Chair: I call on the Ontario Hospital Association 

to come forward, please. Good morning. You have 10 
minutes for your presentation. There may be up to five 
minutes of questioning following that. I would ask you to 
identify yourself for the purposes of our recording 
Hansard. You may begin. 

Ms. Sheila Jarvis: My name is Sheila Jarvis. I’m 
chair of the board of directors of the Ontario Hospital 
Association and president and CEO of Bloorview 
MacMillan Children’s Centre here in Toronto. Joining 
me today are Hilary Short, next to me, president and 
CEO of the Ontario Hospital Association, and next to 
Hilary is Steve Orsini, vice-president, policy and public 
affairs at the Ontario Hospital Association. 

We are here today to update this committee on the 
state of Ontario’s hospitals and to offer our recom-
mendations to you for the 2005 Ontario budget. 

Constructing a sustainable health care system is one of 
Ontario’s most urgent public policy challenges. Ontario’s 
hospitals support the principles that underpin this gov-
ernment’s health transformation agenda. Health transfor-
mation could ease pressure on our hospitals across the 
province, improve access to patient care, particularly the 
wait-times strategy, and enhance public confidence in our 
health care system. That said, transformation takes time 
and investment. Our patients expect to receive high-
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quality care every day, in every hospital, in every part of 
Ontario. Providing high-quality care is expensive. 

Ontario hospitals’ base operating costs increase by 6% 
to 8% every year, much more quickly than GDP growth 
or the standard measurement of inflation, the consumer 
price index. These unavoidable increases in base oper-
ating costs are caused by factors beyond the control of 
individual hospitals and include serving a population who 
cannot access alternative community-based health ser-
vices, the cost of new drugs and medical technology, and 
of course staff compensation. Such yearly increases are 
not unique to Ontario’s hospital sector and are not evi-
dence of waste and inefficiency. By any measure, 
Ontario’s hospitals are the most efficient in Canada. 

Although the cost of operating Ontario’s hospitals rose 
by approximately 7.9% this year, the hospital sector 
received only a 4.3% increase in funding. Because much 
of this 4.3% increase was for new initiatives—some of it 
for one-time initiatives—individual Ontario hospitals 
received an average operating funding increase this year 
of 1.8%. Many hospitals received only 1%. In the coming 
fiscal year, this average operating funding increase is 
expected to shrink to 1.5%. 
1110 

Hospitals are aware of the financial challenges facing 
the province of Ontario. We have worked for years—and 
certainly indeed months, recently—to identify significant 
additional savings in non-core patient service areas as we 
move to balance our budgets by the end of 2005-06. 
Hospitals have made some very difficult decisions, as we 
heard yesterday, decisions that will result in approxi-
mately 2,000 staff layoffs. These layoffs will include 
support personnel, clinical staff and some nursing 
positions. 

I must stress that even with the new, one-time funding 
that was announced by our minister yesterday, and even 
after making these cuts, hospitals will begin the new 
fiscal year with a $440-million shortfall. Without a sig-
nificantly revised multi-year funding plan, the shortfall 
will grow to $760 million by the end of 2005-06. This 
will leave hospitals with no choice but to cut core patient 
services, and we estimate up to 8,700 additional jobs next 
year, in order to balance hospital budgets. 

The balanced budget process undertaken this year has 
been a shared learning experience. It has led to clearer 
understanding of the issues faced by hospitals and by our 
government. We hope that yesterday’s announcement by 
Minister Smitherman signals a renewed willingness to 
work with hospitals to resolve our very serious funding 
challenges. 

The following are the OHA’s main recommendations 
for the 2005 Ontario budget. 

First, because system transformation takes time, we 
recommend that the government provide hospitals with 
transitional funding to accommodate the needs of their 
patients until additional community-based alternatives to 
hospital care are in place. Without transitional funding, 
some communities may lose critical patient care services 
now offered only in their local hospitals. 

Second, we recommend that the government revisit its 
current multi-year hospital funding plan. The existing 
three-year plan does not sufficiently account for the 
actual costs of providing hospital care and does not 
provide the stable fiscal environment necessary to hire 
and retain nurses and other health care professionals. 

Thirdly, we recommend that academic health sciences 
centres and some of our high-growth hospitals be 
appropriately funded so that they can continue playing 
their key role in our communities. 

Finally, we recommend that the government quickly 
flow promised funding for already-approved hospital 
capital projects and work with hospitals to quickly 
address the issue of the accumulated debt. 

These recommendations are explained in greater detail 
in our written submission to you today. 

We are confident that with time, commitment and 
appropriate funding, Ontarians can continue to expect the 
high-quality care that they deserve. Ontario’s hospitals 
look forward to playing a key role in helping to build that 
system. 

Thank you. We will now entertain your questions. 
The Chair: Thank you. The questioning in this round 

will go to the government. 
Mr. Colle: Thank you very much for the presentation. 

Earlier, we had a presentation that talked about the 
horrific state of our hospitals and emergency rooms. I 
should note, from personal experience, I had a visit 
forced upon me to Sunnybrook. I happened to be jogging 
on Yonge Street. I fell, hit my head and my ribs. Any-
way, I was treated very well. I saw a doctor within two 
hours and went home. So there are some great hospitals, 
like Sunnybrook, all over this province. They’re doing a 
fantastic job. On behalf of the whole committee, we want 
to thank all the hospital administrators, the volunteers, 
the doctors and nurses, the people who clean the hos-
pitals, the orderlies, the mechanical staff. They’re doing a 
fantastic job, I think, overall. 

As members of this committee, sometimes we say that 
perhaps we should rename this committee the standing 
committee on financing the Ministry of Health. We see 
deputation after deputation—whether it be doctors, rep-
resentatives, health practitioners, hospitals—saying that 
it’s not enough money; huge demands for more funding. 

As you know, through the Ministry of Finance, last 
year we approved $600 million for diverting people from 
hospitals into the community—long-term beds into com-
munity health centres, into community care—because we 
were told by the Ministry of Health that this would 
relieve pressures on the hospitals. 

This year again, we saw the upfront $385-million 
amount we gave to hospitals to deal with that one-year 
deficit for 2003-04, another $107 million for reducing 
wait times, $60 million for capital—in all, about $469 
million. We’re up to $31 billion in health care. What’s 
the problem? 

We’ve heard the objections to the health premium etc. 
Is there a delay here? Why isn’t that investment being 
seen in the hospitals being able to grapple with their 
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challenges? Where’s the obstacle here? What’s happen-
ing with the money? Is it just not enough money, or is it 
just not going to the right places? 

Ms. Jarvis: This year, there are probably two or three 
reasons for the fact that it isn’t looking quite the way you 
might have anticipated. 

First of all, when you look at funding overall for 
health care in Ontario as a percentage of our GDP, it’s 
still not at the level of spending that we saw in the early 
1990s. So just to put it into a much bigger context, that’s 
a point that we would want to make. 

Certainly, as we said in our presentation, we support 
the government’s initiatives to provide more home care 
and more long-term-care services and community-based 
services, but most of those services aren’t in place yet. So 
there hasn’t been an opportunity for hospitals to devolve 
what services they might be able to devolve into the 
community at this point in time. 

The increased costs that hospitals are experiencing in 
Ontario are not unique to Ontario. Those increases are 
characteristic of hospitals across this country and, indeed, 
in other countries. As I said, they’re largely driven by 
factors that hospitals can’t control, like drug costs and the 
costs of new medical technology and, of course, our 
labour costs. 

Mr. Colle: Yesterday, we had the research-based 
pharmaceuticals. They were emphatic in saying that the 
investment they’ve made in new drugs has reduced costs 
in hospitals, has saved hospital time. They state just the 
direct opposite. 

Ms. Jarvis: Certainly for some drugs, that would be 
quite true, but in the case of most of the drugs that we use 
for a lot of our clients and families and patients in our 
hospitals, the costs are increasing at a significant rate. 
Those are one of the key drivers of increased cost, 
particularly in our teaching hospitals, where our most 
complex patients in the province find themselves. Those 
costs are significant drivers of our need for more 
resources. 

The Chair: Thank you for your presentation this 
morning. 

Mr. O’Toole: Mr. Chair, a motion. 
The Chair: A motion from Mr. O’Toole. 
Mr. O’Toole: Yes, thank you, Chair. I move that the 

Premier, the Minister of Finance and the Minister of 
Health review the funding of hospitals. Our standing 
committee on finance and economic affairs, in our pre-
budget consultations across the province, has heard from 
hospitals. They have called for multi-year funding, as 
promised by the government. Hospitals told us that a 
mandatory balanced budget process will mean 1,000 or 
more cuts to staff in our hospitals. The recent $200-
million infusion of one-time funding is not a stable 
solution. 

We request that: (1) the government set up an all-party 
committee to review hospitals’ operating and capital 
budgets and examine options for the future; and (2) the 
government and the Ministry of Health introduce their 

plan for stable, multi-year funding of hospitals for a full, 
non-partisan debate and free vote in the Legislature. 

The Chair: Thank you. That will be discussed at 
report-writing time. 

Thank you for your presentation. 
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CORE FEATURE ANIMATION 
The Chair: I would ask persons in the room to turn 

off any electronic devices that they might have, and I 
would call on CORE animation to come forward, please. 

Good morning. You have 10 minutes for your pres-
entation, and there may be up to five minutes of ques-
tioning following that. I would ask you to identify 
yourself for the purposes of our recording Hansard. 

Mr. Ron Estey: Thank you very much. My name is 
Ron Estey. I’m managing director of CORE Feature 
Animation, an animation studio located in Toronto. I am 
not going to repeat verbatim what’s in the submission, 
but I will hit on what we consider the high points of that 
presentation. 

I’m here to talk about computer animation and about 
establishing and maintaining the province’s pre-eminent 
position as computer animation producers in the world. 
Specifically, I’m here to talk about the Ontario computer 
animation and special effects tax credit, affectionately 
known in our section of the industry as OCASE. In the 
last seven years since OCASE was instituted as an 
incentive to animation studios in the province, it has been 
a spectacular success. It has helped to create a 250% 
increase in project dollars, and it has helped increase 
employment income by almost 400% in that period of 
time. 

However, seven years in any computer technology is a 
long time; in the computer animation industry, it is a 
generation, if not two or three. What is propelling the 
industry right now are the large-scale projects. Many of 
you have enjoyed them: Finding Nemo, Toy Story, 
Monsters Inc., The Incredibles. Hollywood studios and 
other producers around the world are aggressively 
initiating these new projects. The reason is compelling, 
and it shows at the box office: Shrek 2 has made US$912 
million in box office receipts worldwide; Finding Nemo, 
$865 million. The Incredibles has been in theatres for 
about two and a half months, and it has garnered US$550 
million in two and a half months. These are huge projects 
with huge potential. 

We are asking at this time, on behalf of a number of 
the animation companies in Ontario, to modify slightly 
the OCASE regulations to react to these new realities. 
We’re asking for two refinements to the regulations: 
(1) the elimination of the prior year residency require-
ment for labour qualification; and (2) the cap that labour 
must not be more than 48% of total production costs. 

Let me give you a little bit of background about the 
computer animation industry in Ontario. The pre-eminent 
computer animation school in the world, known as the 
Harvard of computer animation schools, Sheridan 
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College in Oakville. Sheridan College graduates have 
worked on some of the most iconic films that we now 
know: Jurassic Park, The Mask, the Terminator, movies 
as well as Toy Story and virtually all of the other large 
feature films that include computer animation and special 
effects. 

However, prior to 1994, if you were a young computer 
animator coming out of Sheridan College, you had to go 
to California to work. In 1994, four artists, my partners in 
the venture I’m involved in, decided that they could do 
better, that they could bring the work here rather than 
send the animators there. Now, 10 years later, those four 
animators have transformed themselves into a company 
that has 360 employees in two studios in Toronto doing 
computer animation and special effects. They are cur-
rently producing a major feature film like Finding Nemo 
for the Disney corporation and have built a studio that 
houses those 360 employees in Toronto. Not only does 
my company have a studio of that size, but there is 
another production studio in Toronto called DKP Effects, 
which also has 360 computer animators working for it. 
These are large projects, generating large employment 
for Canadian computer animators in Toronto and 
Ontario. 

The combined budget for the projects these two 
studios are working on right now—there are just two 
studios in Toronto—is in excess of US$150 million. 
They’re large projects. They last two or three years. They 
have long-term, high-skill requirements. They require 
substantial investment in facilities and computer tech-
nology, so much so that there aren’t enough computer 
animators in the province or who have ever graduated 
from Sheridan College to fully staff these projects. So we 
need to reinforce that labour force with a large body of 
primarily itinerant specialists who basically wander the 
globe in search of projects they can work on. Certainly 
one of the initiatives that we feel is important is that this 
itinerant workforce that travels the globe bring their skills 
here and that our animators do not become part of that 
itinerant workforce but stay here. 

That said, as you can expect, with the kind of back-
ground these projects have and the size of these projects, 
there are a number of pressures from low-wage juris-
dictions such as China, the Philippines and Korea, which 
are also after the kinds of projects that I’ve just 
described. 

Let met talk very briefly about the two refinements 
we’re asking to have made to the regulations. Right now, 
the requirement is that an animator I hire is a resident of 
Ontario the year prior to when they do the work. 
Therefore, if I hire an animator in December, I will be 
able to claim that animator’s wages the next year under 
the OCASE regulations. If I hire that employee on 
January 3, say, I cannot, because they have not fulfilled 
the prior-year residency requirement. We’re asking that 
that residency requirement be dropped and that 
harmonization with the other federal tax credits and with 
the Quebec tax credits be made, in which the residency is 
required at the time the work is done, not in the prior 
period. 

The other refinement we’re asking for is the removal 
of the 48% wage cap. Certainly the wage cap does not 
come into play on small projects, but in multi-year, large-
scale projects it does. In the first year of a project, when a 
project is ramping up with new equipment, new facilities, 
new software, the proportion of labour to the overall 
proportion of costs is generally less than the 48%. In the 
later years, however, all of the hard investment has been 
done and what is left is strictly wages, and our experience 
is that the wages will trend up to 55% or 60% in the 
subsequent two years. To eliminate this cap or at least 
apply the cap to the full project rather than on a some-
what artificial perspective in terms of the project, the 
year-by-year basis, would be preferable. 

That’s really all I have to say, except, in conclusion, 
we have the best animators in the world—it’s acknowl-
edged. Through the projects that we have been able to put 
in place in Ontario over the last two years, we have been 
able to repatriate about 30 animators who have gone to 
California. We’re now starting to find that the ability to 
bring full-scale, large projects to Toronto, to Ontario, is 
certainly within our grasp, and these refinements will 
certainly continue the philosophy of OCASE to support 
and build the computer animation industry. 
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The Chair: Thank you for your presentation. The 
questioning in this round will go to the official oppo-
sition. 

Mr. Toby Barrett (Haldimand–Norfolk–Brant): As 
I’m wading through your brief, I find some of the tax and 
labour issues a little complex. You talk about, certainly, 
the growth in jobs and computer animation, and I’m 
pleased you attribute much of that to the Sheridan 
animation program. Twenty-five years ago or so, my 
sister graduated in animation. 

You also attribute it to the 1997 Ontario government 
direction that created what I think you affectionately 
refer to it as OCASE, the Ontario computer animation 
and special effects refundable tax credit. Again, I 
understand much of that was to create domestic 
employment. I think of California and Australia— 

Mr. Estey: We want to bring our boys and women 
back from the front, and certainly we’ve done that with 
some success. 

Mr. Barrett: Bringing them back—now, is there a 
distinction between whether they’re a Canadian citizen or 
a US citizen for tax purposes? 

Mr. Estey: Not at all. The factor is their residency at 
the time, and residency under the tax act is based on an 
individual situation of where they are located in terms of 
their prime location of interest. 

Mr. Barrett: OK. So as you indicated, OCASE 
worked. You talk about budgets growing by 250% and 
gross wages in the province of Ontario increasing by 
400%, but you’re suggesting that it could be working 
better in the future? 

Mr. Estey: Yes, sir. Certainly, the landscape is chang-
ing. When you have a feature film that costs $90 million, 
as Shrek did, and brings in $900 million, there’s a lot of 
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attention applied to that. We have been able in Ontario to 
bring in two of these major feature films in production 
right now. It would be unfortunate if it was a blip on the 
radar and we saw that these jobs or these projects were 
not sustainable strictly because other jurisdictions were 
more aggressive in terms of their application of tax 
credits and/or that it was strictly based on low-cost 
labour, as we would get in jurisdictions such as China 
and the Philippines. 

Mr. Barrett: So we have a problem here with the 
wage cap of 48%? Could you explain that again, this 
OCASE cap? 

Mr. Estey: Right. The cap applies year by year, and 
so in a multi-year project, a large-scale project, which by 
definition has to be multi-year, the cap artificially 
impacts the years where, ironically, the wage costs are 
the highest. So when you are actually generating the most 
income for your employees, as well as the most tax for 
the province and the most spinoff for the community in 
general, that is the time when the cap tends to diminish 
the effect of the OCASE legislation. 

Mr. Barrett: OK, and if I have a minute— 
The Chair: Quickly. 
Mr. Barrett: So you’re asking for two changes to the 

existing OCASE regulations. How would that benefit 
Ontario’s animation industry? How would it benefit 
Ontario taxpayers in general? 

Mr. Estey: Certainly, the ultimate impact here, we 
feel, is to preserve the Canadian jobs in Ontario. Whether 
the employment goes to Ontario or goes to another 
jurisdiction with a more aggressive tax incentive program 
is really the issue. Producers are very sensitive to the tax 
credit situation in all jurisdictions. We can certainly stand 
on our own, but we just ask not to be put at a disadvant-
age compared to other jurisdictions. 

The Chair: Thank you for the presentation. 

ONTARIO ASSOCIATION OF NON-PROFIT 
HOMES AND SERVICES FOR SENIORS 

The Chair: Would the Ontario Association of Non-
Profit Homes and Services for Seniors please come 
forward. 

Mr Greg Fougere: It’s a pleasure to be here today 
and we welcome this opportunity. I see our colleagues, 
the Ontario Hospital Association, have cleared the room 
for us, but I want to assure you that there is great 
attention needed in long-term care also. 

The Chair: I would ask you to identify yourself for 
the purposes of Hansard, and remind you that you have 
10 minutes for your presentation and five minutes for 
questioning. 

Mr. Fougere: Absolutely. My name is Greg Fougere, 
and I chair the Ontario Association of Non-Profit Homes 
and Services for Seniors. My colleague, Donna Rubin, is 
the CEO of the association. We represent the not-for-
profit sector in long-term care. Our members represent 
approximately 26,000 residents who are cared for in 

facilities in Ontario, as well as more than 5,000 senior 
housing units. 

Funding in long-term care is something that perhaps is 
not high-profile, and it’s certainly very complex. We 
were very pleased to see that MPP Monique Smith, in a 
report, Commitment to Care, has identified a need to fix 
this. But I’m not going to spend my time here talking 
about the funding system and the fix; certainly we’re 
presenting on that. What I want to talk about is the 
people we care for and why immediate funding of $367 
million is required in this sector. This is required now in 
the full amount. 

This funding is a shortfall that’s been identified not 
only by the association but also by this government. The 
government’s own assessment was that $6,000 per 
resident per year was needed, which amounts to $450 
million, based on 75,000 residents in long-term care. This 
year, the government flowed $110 million, and that 
certainly has made an impact. But the funding remains 
well below our identified need for our residents, as well 
as the government’s identified need. Indeed, over the past 
three years, long-term care has finally started to see some 
attention in terms of funding requirements for the care we 
provide. 

There has been a lot done in the past year with the 
revolution in long-term care, and we can see that this 
government is moving on many fronts to improve care 
and services for seniors. However, the need now is to go 
the full way, and $367 million is required. That’s our 
major ask, in terms of the 2005 provincial budget. We 
recognize the $110 million that has been put into the 
system this year, but one of the issues, one of the things 
that our members talk about, is that inflation is hardly 
being dealt with. To make a real impact, we have to flow 
the full $367 million now, and not over the four-year 
mandate of this government. 

As well, we need to deal with inequities in funding. 
The reality is that although this government did partly 
deal with inequities between funds that are flowing to the 
not-for-profit long-term-care facility versus the for-profit 
facility, that balance has not yet been achieved, and that 
needs to be dealt with further this year. 

What I want to do is talk about the people we care for, 
so that you understand why this money is needed. We 
care for people who on average are 86 years old. The 
majority are women. We’ve provided statistics in your 
package. Most of the people we care for, about 65%, 
have dementia. Most need total assistance when they get 
up in the morning for bathing, dressing and eating. On 
average, you have one registered nurse caring for 60 of 
these residents and one personal support worker caring 
for about 10 residents. Just imagine if that was you or 
your mother or your father. When you’ve provided one-
on-one care and you’re entrusting the health care system 
and long-term-care facilities to care for your relative, 
think of how you would do that, where 10 people need 
almost entire care and are dependent and you’ve got one 
person caring for them. It’s a feat that’s very difficult to 
achieve. 
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Again, I emphasize that the funding is needed now. 

One of the issues that our members have told us is that 
even though the government has put in $110 million this 
year, and indeed our members are hiring staff—it was a 
requirement of the funding that they hire staff—they are 
not dealing with inflationary pressures. In collective 
agreement settlements in Ontario alone, 3.2% to 3.6% 
was the range of settlements. Eighty-five per cent of the 
cost of providing care in facilities is staff. We’re a caring 
business; we’re not a high-tech business. So this has a 
significant impact and hasn’t been dealt with, but this is 
included in our ask of $367 million. 

We’re calling on government to honour the remaining 
part of the commitment of $6,000 per resident. The gov-
ernment has already stated that they will invest another 
$20 million as of April 1. So the $367-million ask is $20 
million further but $347 million short. 

In the end, it’s a question of valuing our seniors. I 
encourage all members to visit your local long-term-care 
facility and really feel and see what I’m talking about. 
This is not a money grab; this is simply bringing care up 
to the basic standard. Indeed, a study in 2001 showed that 
Ontario was 10th compared to other jurisdictions in 
Europe and the States and other jurisdictions in Canada. 
We’re on the road to improving, but we’re far from 
improving. Without the money, we cannot achieve the 
revolution that the government has set as an objective. 

Also, I would like the committee to know that we fully 
support the investment in community services. Sup-
portive housing is critical, in terms of investment by this 
government in this budget, as well as investment in 
community services. This past year, $29 million was pro-
vided to community services, which is a 3.5% increase to 
the base funding. There were no new dollars for 
supportive housing. 

In summary, our recommendations are: 
Increase the operating funding for long-term-care 

homes by $367 million or $13.42 per resident per day in 
2005-06—there can’t be a delay in this—in order to 
provide appropriate and proper care in Ontario; 

Adequately fund the continuum of long-term care, 
including community services and supportive housing, 
allowing seniors to get service in the right place at the 
right time; 

Fully rectify the funding imbalance between for-profit 
nursing homes and not-for-profit homes for the aged and 
municipal homes; and 

Extend funding to offer services in the community. 
Thank you for your time. We’d certainly welcome 

questions. 
The Chair: The questioning in this round will go to 

the NDP. 
Mr. Prue: Thank you very much. A very good docu-

ment and, I think, a point well taken. 
I know this is the budget committee, but getting away 

from the economics of it all for a second, people in the 
homes for the aged and people in nursing homes today 
are much older and much sicker than they were 20 years 

ago—I think that’s a truism. I know that in my own 
family, my mother-in-law, who died this past summer, 
was in a nursing home for a number of years. She had all 
of the things you describe: She had the on stages of 
dementia, she had a weak heart, she needed nursing care. 
The services that were provided, I think, were the best 
they could. But in that particular home, they were feeding 
them on about $3.50 or $4 a day. Can you describe how 
it would impact the frail elderly, being required to eat 
food that perhaps is not up to nutritional standards at that 
price? 

Mr. Fougere: In fact, in the last 10 years, the level of 
acuity of residents in long-term care has increased 20%, 
so you’re right on in terms of your first-hand knowledge. 
I assume many people around the table have first-hand 
knowledge, being family members or neighbours of those 
in long-term care. 

The amount of money for food has increased, but it’s 
still far from what is required. It’s now $5.24, and in this 
paper—you’ll see the details; I didn’t go into detail—we 
are asking for $6. Just imagine feeding yourself three 
meals a day and all your snacks on just over $5 a day; it’s 
impossible. In fact, our homes end up having to steal 
from Peter to pay Paul; they cannot provide appropriate 
nutrition on $5.24 a day. We have many that are taking 
from other services that residents need in order to do that. 

I can assure you that our residents in long-term care 
are getting appropriate food, but not at $5.24. It could be 
at $7.50 or $8, but that means they have to cut other 
services, already where the services are below many 
other jurisdictions. So we’re not compromising on the 
food, but we are taking from other services that residents 
need in order to provide appropriate food. 

Mr. Prue: I do note that in some of these care 
facilities the number of volunteers is absolutely essential; 
in fact, volunteers are used in the place of staff. They are 
often well intended but they don’t have the training. Can 
you elaborate a little bit on that? It seems to me that 
that’s where some of the money is being saved, but often 
to the detriment of the people who live there. 

Mr. Fougere: Our sector highly depends on volun-
teers. I’m also the executive director of a 450-bed long-
term-care facility in Ottawa, the Perley and Rideau 
Veterans’ Health Centre, and we have 400 volunteers. 
This is exactly what is occurring right across the sector. I 
would not say, though, that that is actually where money 
is being saved. Those volunteers are providing supple-
mental time—tender, loving care—and really the time 
with people that our health care workers cannot. 

But the bottom line is that $367 million is required for 
basic care, not the care volunteers are doing. I’m talking 
about providing good care in terms of getting someone 
up in the morning, bathing them, changing them, toileting 
them and feeding them. Volunteers help in those areas, 
but certainly those are the areas that staff are responsible 
for and have the skills to do. We depend very much on 
our volunteers, but all the volunteers in the world will not 
provide the basic care we need with the $367 million. 

Mr. Prue: I think you’ve hit it in the last paragraph on 
page 12 and on the top of page 13: $191 million was 
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promised but $75 million of the amount was in fact to 
move people out of hospital, so the actual money that 
was given last year was about $110 million, which was 
not sufficient. How much extra do you require in this 
budget to get the level of food and the level of care we 
expect for our frail elderly? I sort of need a hard amount 
so I can stare those guys across there in the eye and tell 
them that’s what we need to do. 

Mr. Fougere: The very last page, page 25, summar-
izes that in a chart for you. 

Mr. Prue: Thank you. I didn’t get that far. 
Mr. Fougere: That’s fine; you just received the paper. 
The total is $13.42, the last column, and you can see 

the increase in food: 76 cents per resident per day. We’re 
talking about big numbers—$367 million—but when 
you’re talking about feeding and caring for 75,000 
people, this is a small investment for valuing our seniors. 
The details are provided in that table. 

The Chair: Thank you for your presentation this 
morning. 

ONTARIO HOMES FOR 
SPECIAL NEEDS ASSOCIATION 

The Chair: I call on the Ontario Homes for Special 
Needs Association. Good morning. You have 10 minutes 
for your presentation. There may be up to five minutes 
for questioning. I would ask you to identify yourself for 
the purposes of Hansard. 

Ms. Sheri Levy-Abraham: I’m Sheri Levy-Abraham, 
treasurer of the Ontario Homes for Special Needs 
Association. I’d like to thank the standing committee for 
the opportunity to speak with you today. 

We represent residential care facilities where our 
clients are subsidized to reside with us so that we may 
provide the accommodation, care and meals they require. 
Our member facilities receive funding under two differ-
ent ministries, yet provide services to the same clientele: 
the Ministry of Health and Long-Term Care, through the 
homes for special care program, Habitat and approved 
homes; and the Ministry of Community and Social 
Services, through the domiciliary hostel program. For the 
domiciliary hostel program, the costs are shared, with 
80% being covered by the Ministry of Community and 
Social Services and 20% by the municipality or region. 
We represent approximately 500 facilities caring for over 
6,000 individuals, with a current maximum per diem of 
$41.20. This includes the client’s contribution as well as 
the funding top-up. 
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Who are our residents? Our residents include young 
adults and the frail elderly, suffering with mental 
illnesses, acquired or organic brain injury and cognitive 
impairments. We continue to be a cost-effective solution 
for providing necessary housing and care to these 
individuals, plus many who are homeless or at risk of 
being homeless and who in many instances have chronic 
and severe issues. 

When clients reside at our facilities, the readmission 
rate to hospital is greatly reduced. In most cases they do 
not return to the streets or to the court system where 
repeat offenders who suffer with mental illnesses clog the 
dockets.  

We are a vital part of the continuum of services for 
mental health. Ontarians benefit from our services in both 
measurable and immeasurable ways. The services we 
provide through our facilities are comfortable accommo-
dations; three meals a day and snacks; recreational and 
life skills programs; networking in our communities, so 
our residents may avail themselves of other day or work 
programs; housekeeping and laundry; arranging doctor 
appointments; assistance with activities of daily living; 
medication administration; case management and coun-
selling; budgeting assistance; and family liaison. The 
above do not comprise all the individualized services that 
we may provide to enhance our residents’ quality of life. 

What are our challenges? The per diem of $41.20 is 
obviously too low to allow us to continue to maintain the 
quality of services and act in the due-diligence manner 
that is required of us and still remain a viable business. 
We must compete for staff—registered nurses, personal 
support workers and social workers—against the wages 
of hospitals and long-term-care facilities. We are less 
able to respond to the accelerated financial changes in 
insurance, energy, property taxes, food costs and much 
more. Other costs incurred to ensure that we meet the 
changes in the fire code, privacy laws, the Tenant 
Protection Act, and labour and health and safety acts 
become increasingly difficult for us to support. 

We are governed by two ministries with different 
standards and parameters. As well, the discretionary 
nature of the domiciliary hostel program has extreme 
challenges. Many homes have been unable to obtain fair 
financing, be that mortgage refinancing or operating 
loans. Domiciliary hostels must cater to municipal or 
regional standards, which vary across the province, and 
these municipalities and regions may decline to par-
ticipate in the program or may decide not to allow the 
maximum per diem of $41.20. 

What are our recommendations? Governments need to 
recognize the essential services that we provide, and 
protect our clients. The per diem must be increased to 
$51 a day so that we can continue to operate. A day at the 
hospital for our clients costs over $650; nursing homes, 
$120; and our jails, $140. Make the funding of these 
programs a line item in the ministry’s annual estimates. 
We need to ensure that uniform standards and guidelines 
are developed. The scattered programs should be under 
one ministry. We would also recommend that govern-
ments consult with OHSNA in the development of such 
standards. 

I’d like to talk on behalf of the residence that I 
operate. Many of the people we have at Bethany have 
been homeless. We have taken individuals directly from 
the street and provided care and services to them, and 
they have remained with us for eight to 10 years. For 
some people—I don’t want to talk specifically of in-
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dividuals—their family thought they were dead for 10 
years and we’ve been able to put them together with their 
family. We also have individuals who for 25 years have 
lived on the streets and are with us and have remained 
with us. 

I think that as a society, we are all concerned with 
homelessness and with the issues of mental health, yet 
you have cost-effective programs that have been around 
for about 30 years that are getting ignored. What is 
happening is, as taxpayers, when governments implement 
good homelessness initiatives, when they have good 
programs out there, can we trust them to maintain them 
and maintain the integrity of them being able to provide 
the services? We are a clear example of this not happen-
ing. I think one of the reasons is because we are small in 
terms of your total overall budget and it’s too easy to lose 
sight of us. That’s all I have to say. 

The Chair: This round will go to the government. 
Mr. Wilkinson: Thank you for coming in. We really 

appreciate it. It’s a great comment you made at the end, 
because it’s a $75-billion government and it seems that 
the smaller something is, the harder it is to deal with. The 
government is so focused on the big picture—and they 
have to be. We’re the only people who actually do that. 

I believe one of your members is in my riding, the 
Crest Centre, just outside of Lucan. I visited them just a 
few weeks ago. This idea about the dual ministries—they 
had a problem about wage disparity between the two 
groups, and that seems to have been settled over time, 
which I was glad to hear. Can you make a more specific 
recommendation about which ministry? This place runs 
by ministries—who’s accountable for the money?—and 
that’s fair. 

Ms. Levy-Abraham: I think one of the major im-
pediments to the two programs coming together is the 
fact that for the domiciliary hostel program, which I think 
is the larger of the programs, it is cost-shared with the 
municipalities and regions. They don’t really want to 
give up on that cost-sharing ability. I would make the 
recommendation, however, that we come under health, 
because we are dealing with health issues and with the 
continuum of mental health services. So very often what 
happens is that the domiciliary hostels get totally lost in 
the shuffle. When you did the task force report on mental 
illnesses, it was very difficult to speak. You have to push 
yourself in there, although you really are part of that 
continuum. To me, the recommendation would be that it 
come under health. 

Mr. Wilkinson: So make it under health, make them 
responsible for it, and make the other ministries report to 
them so that from your point, where you’re providing the 
service, it’s seamless. Instead of having to deal with two 
different ministries and the cost-sharing municipality, 
you just deal with one ministry. That would make your 
life a lot better, I’m assuming, just from an administrative 
point of view. 

Ms. Levy-Abraham: Yes. I think the municipalities 
would prefer that as well. 

Mr. Wilkinson: Right, because it would be easier for 
them. 

Ms. Levy-Abraham: Yes. 
Mr. Wilkinson: I just want to get back to your case 

about the costs and the need for an increase. We get this 
all the time: For the lack of a nail, the kingdom is lost. 
You’re actually providing a valued service that is keep-
ing people out of the more expensive parts of the system. 

Ms. Levy-Abraham: Absolutely. 
Mr. Wilkinson: And it just seems that your voice, 

like so many cases, is not heard when we had, for 
example, the $11.5-billion hospital sector come today. 

We see the cost side, but it would help if you could 
flesh out the benefit side. In other words, “An increase 
from $40 to $50 is specifically this amount of money, 
and this is what it’s going to save you or this is what it is 
saving you in the system.” Have you got any numbers on 
that? 

Ms. Levy-Abraham: I can only talk from the facility 
that we operate. I do know that our recidivism rate to 
hospitals is less than 0.5%. 

Mr. Wilkinson: Wow. 
Ms. Levy-Abraham: So right there you have a huge 

savings in the fact that we are here and we can maintain 
services. We also run a facility that is full to capacity, has 
a waiting list and is looking to expand. 

Mr. Wilkinson: So if you were under health, you’d be 
falling under the whole idea about the local health 
integration network. 

Ms. Levy-Abraham: Absolutely. 
Mr. Wilkinson: The idea about trying to get money 

invested upstream to reduce our costs downstream in the 
hospitals, where it’s so expensive. 

Ms. Levy-Abraham: Absolutely. Most of our 
referrals do come from hospitals, from CCACs, and they 
may come from supportive housing. So they come from 
those services within the Ministry of Health. 

The Chair: Thank you for your presentation. 
This committee is recessed until 1 o’clock this after-

noon. 
The committee recessed from 1159 to 1305. 

DON DRUMMOND 
JACK MINTZ 

HUGH MACKENZIE 
The Chair: The standing committee on finance and 

economic affairs will please come to order. 
We have three gentlemen who will be presenting 

shortly. For the committee, it was determined that each 
party would invite someone of their choosing to present 
today. They would give a 10-minute presentation, and it 
was suggested that those three gentlemen—as it happens, 
they are all gentlemen—would discuss for 20 minutes 
amongst themselves what they have just presented. That, 
taking 20 minutes, would leave approximately 40, so we 
would divide the time between each party equally, 
roughly 13 minutes each for questioning in rotation. 

Are we agreed on that? Agreed. Very good, then. 
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Our first presenter this afternoon will be Don 
Drummond. You have 10 minutes for your presentation. I 
would simply ask that you state your name for the 
purposes of our recording Hansard. 

Mr. O’Toole: Just for clarification, I want to make 
sure that the first presenter is Don Drummond, the 
second one is Jack Mintz and the third one is Hugh 
Mackenzie, and then we go into the round table. 

The Chair: I will be calling their names for those 
presentations, but you are right. 

Mr. Don Drummond: I’m Don Drummond. I’m the 
chief economist, TD Bank Financial Group. Thanks very 
much. It’s an honour to give a presentation, especially 
centred by these two gentlemen. I don’t know if we’ll 
find out later in the day that the guy on the left should be 
on the right and the guy on the right should be on the left, 
but that may come out. Anyhow, I’ll start off from the 
middle. I’m going to talk briefly about the economic out-
look, what that means for the fiscal outlook for Ontario, 
and then get into a couple of specific issues for the 
budget. 

First, on the economic outlook, you’ll see on page 4 of 
my handout that I just replicated the assumptions that 
were in the 2004 budget and then compared that on the 
second line to the current Toronto Dominion Bank 
forecast. The major element will be a softer 2005 than 
was expected at the time of the budget. If you will, blame 
that on the exchange rate—that’s the major change to the 
Canadian economy since the budget was done last 
spring—and, of course, the major impact of the exchange 
rates on the manufacturing sector. That’s heavily 
concentrated in Ontario, so relative to 3.2% growth, for 
the current year we’re expecting 2.5%, and basically 
similar growth rates afterwards. So that level of output 
stays lower throughout the piece. You can see that’s 
translating into somewhat lower nominal GDP growth, 
which is directly relevant for the revenues. 

Offsetting that somewhat, with a weaker economy, 
lower inflation pressures, a view that the central bank 
determine interest rates at the short term—and the 
longer-term bond yields will be somewhat lower than at 
the time of the budget, so there’s a bit of an offset there. 

The basic setting for this is a reasonable but not 
terribly robust growth scenario for the United States and 
somewhat stronger growth this year in Canada than in 
Ontario. Again, that’s largely the exchange rate phe-
nomenon, with the exchange rate hitting Ontario some-
what harder than the rest of Canada. You can see that our 
assumption is that we will be in the current 85-cent range 
of the exchange rate this year, and similar ranges going 
forward. While everybody’s talking about a strong 
Canadian dollar, our view is that we’re around the level 
that one would think we would sustain over time. It’s not 
particularly high; we’ve just gone from terribly under 
value to one that’s probably in the ballpark, and we’ll 
stay roughly in that current range. 

So on the top of page 5, what does that mean? Just 
using the rules of thumb from the Ontario budget, that 
would suggest, with nominal GDP down about half a 

percentage point, it would be about a $250-million hit on 
revenues, with a slight offset from lower debt charges, 
but more or less, looking at fiscal 2005-06 and forward, 
there will be a hit to that budget track, and also a hit to 
the revenue track that was produced in the fiscal update 
of about $250 million. 

So at the bottom, I just replicated the projections that 
were in the budget, and in the update, basically a track 
going from a deficit of $6.2 billion last year to a balanced 
budget which, I argued at the time, was a reasonable 
track, although one would obviously like to see the 
budget be balanced sooner than that, but I thought that 
that itself was going to be quite a difficult task, and I 
certainly wasn’t pressing to have it go faster than that. I’ll 
tell you, I think there are a lot of pressures against that. 
Let’s talk about those at the top of page 6. 

I think the key feature of the budget and the one that 
concerns me is that it does involve program spending 
growth of only 1.9% a year. That may not seem all that 
draconian, but put that in context: Since 1997, program 
spending in Ontario has increased almost 6% a year, and 
the average of this year and last year is almost 9%. So it 
is very much of a different kind of era that will be 
required to hit those budget targets. 

If you look at it in different terms, 1.9% might seem a 
little on the generous side, but that’s basically just the 
rate of inflation. So if you look at the program spending 
track in real terms per capita, it would actually need to 
decline from now through 2007. I think that would feel 
different. It would be a very different operational level 
for the government to uphold this program spending from 
that 6% to 9% range into that. 

On top of that, there were a number of pressures that 
were not identified in the budget that would have to be 
dealt with as well. One—a move I’m never in favour 
of—is booking savings before they’re secured. There 
were substantial savings booked on so-called program 
efficiency targets that amounted to $800 million by 2007 
that were not identified, where those savings would come 
in the budget. 

There are a number of elements as well which I 
suspect, although without having all the details in the 
budget, you can’t be quite sure—we haven’t got an OMA 
agreement yet, but I suspect that that has not fully been 
provisioned in the budget. I think some of the likely 
compensation increases are not there. Some of the elec-
tion promises are not—the funding has not been set aside 
for reducing class size and whatnot. 

Wearing my other hat, we will be coming to you 
shortly with the Bob Rae task force on post-secondary 
education with some recommendations, and while we’re 
very cognizant of the fiscal situation, I think you’re not 
expecting that those recommendations will be free. 
Again, no money has been set aside for that. 

We’re in the process of bids on Stelco. I suspect 
anybody who’s bidding on that won’t completely take 
care of the pension problem, and there’s already a deficit 
in the pension benefits guarantee fund. So even with 
additional Canada health transfer money, I think that 
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already, with the requirement to get that program 
spending down very tight, there’s a number of pressures 
that are encompassed. 

The solutions aren’t that easy. People always recom-
mend to you to do asset sales. I say if it makes sense, if it 
can run more efficiently, sure, put it into the private 
domain, but from a fiscal sense, it really shouldn’t count. 
Really, all you’re getting is just the net present value of 
the future dividend stream. That really should not be the 
“solution.” 

Certainly, if you look back to the corresponding 
period, the federal government—it’s no secret that one of 
the keys for getting program spending was cutting the 
transfers to other partners, including the provinces, but, 
of course, on our consolidated accounts, if you cut the 
transfers to the schools and the hospitals and the school 
boards and whatnot, if that incurs a deficit on their part, 
that doesn’t help your bottom line. It’s difficult because, I 
would argue, you can’t go back to the income tax well 
after having done it once. 

Just briefly, on the top of page 7, then, in addition to 
these pure fiscal—we just released a report today em-
phasizing what little progress has been made in real per 
capita incomes of people in Ontario. In fact, it’s not that 
dissimilar from the rest of Canada. That needs to be 
addressed through higher productivity and, I would 
argue, ultimately through tax cuts. So I’m not so un-
realistic just to think that that’s something that could be 
addressed in the next budget. 

It was interesting when we had the meeting sponsored 
by the Ontario Chamber of Commerce recently, in 
September. When they listed the things that were of most 
concern to them, it wasn’t just taxes and taxes and taxes 
that were there; border infrastructure and the processes 
were ranked up very high. Future supply and hence the 
price of electricity were very common. In fact, the 
number one concern was the shortage of apprenticeships 
available in the province. I’ll show in a moment the 
heavy tax reliance on income and capital. 

My point on the income is that, while we’re used to 
seeing measures like real gross domestic product per 
capita or even per worker go up, if you look at what 
really matters to people, what personal disposable after-
tax income is per worker, it actually hasn’t gone up in 
Ontario since the late 1980s. In fact, since its peak in 
1992, it has come down. So this is a bit of a reconcili-
ation. When you speak to constituents, they might say, 
“It doesn’t mean very much to read that gross domestic 
product has gone up because we don’t feel any better 
off.” If they are valuing their economic well-being from 
their disposable income, they’re absolutely right; they 
aren’t any better off. 

I would argue—and again, I’ll borrow two seconds 
here to make a pitch for what will be coming to you in 
early February on the post-secondary education side—
there does need to be an additional allocation of resour-
ces there within the need for lower program spending. 
Ontario, as you know, ranks ninth in terms of its oper-
ating grants to post-secondary education per student. Just 

bringing that to the national average will be $1 billion a 
year. It’s not just about money. We have a totally 
dysfunctional student financing system; it needs a major 
overhaul as well. 

Interestingly enough, when I put together this pres-
entation, all I knew was I was going to be one of a three-
party panel; I didn’t know who else was going to be here. 
So I’m going to skip over these next two charts really 
quickly because the author of them is sitting right next to 
me. I would just point out that the constant refrain of the 
Ontario government that our corporate tax system is 
competitive because our statutory rates look favourable 
compared to the US is a bit tiresome. It has been well 
documented, led by Jack, that if you look at the all-
inclusive tax on capital, we’re very high relative to the 
United States and to virtually every competitor we have. 
Of course, it’s not just the statutory tax rates, it’s 
Ontario’s capital tax, the property taxes, the fact that the 
provincial sales tax hits capital inputs and a variety of 
other factors as well. 

When you look at the bottom of page 9, on the 
personal income tax side, I’ve always argued we need to 
get the marginal personal income tax rates down. People 
always assume I’m talking about people who make over 
$100,000 a year. This will show those aren’t the people 
who are being hit by the really high marginal tax rates. 
It’s people in the $20,000 to $45,000 income range. In 
fact, while this chart shows people with very low 
marginal tax rates, in the zero to $15,000 tax range, it 
actually doesn’t correctly encompass how welfare works 
and the loss of a whole host of in-kind benefits when you 
come off welfare. So those people actually face very high 
marginal tax rates as well. 

To summarize, I agree with the balanced budget 
schedule. I think it’s going to be very difficult to get 
there. Quite frankly, I’m puzzled about where we are. I 
don’t think Ontario citizens have a sense of the difficulty 
in that fiscal plan and the need for the austerity that’s 
going to come forward. In fact, the first signs we’ve seen 
in the public have been a couple of headlines just in the 
last couple of days about some cuts in the budgets to the 
hospitals. I think a different era will have to be put into 
place and Ontarians are going to have to buy into that, 
but before they can buy into that, they’re going to have to 
be more aware of it. The easy solutions are basically out, 
and one of them that I think has to be out is going back 
on the income tax side. Thank you very much. 

The Chair: Thank you. Now, for the committee’s 
benefit, we’ll hear from Mr. Mintz. You have 10 minutes. 

Mr. Jack Mintz: Thank you very much. It’s a pleas-
ure to be back before this committee. I provided copies of 
my notes and, if you don’t mind, I’m actually going to 
read them since I did spend time early this morning 
writing them. I thought it would help, given the time 
limit, to organize my thoughts in the best way. I’m going 
to have a very similar theme as my colleague to the right 
of me, Don Drummond. 

Let me begin by saying that one cannot envy the 
position of Ontario’s Minister of Finance at this time. To 
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keep promises of balancing a budget by the end of the 
government’s mandate, avoiding further increases in un-
competitive taxes and increasing spending on education, 
infrastructure and social services, never mind the endless 
demands of the health care system, makes budget-making 
an impossible task. With a rising Canadian dollar that 
especially hits the manufacturing sector in Ontario, his 
most important task is to change the expectations that 
people have of his government for new spending. He 
needs the support of his fellow ministers, as the up-
coming budget will have to include some painful 
decisions. 

Indeed, last year’s budget forecasted an increase in 
expenditures of only 2% a year for the following three 
years—3.5% for health care—an impossible task when 
public expectations have been fanned that spending will 
be enhanced in several areas. Even in the case of health 
care—new spending supposedly to be funded by $1.6 
billion in the new Ontario health premium and close to 
$1 billion in new federal funding for health—the public’s 
expectation is to see significant new spending on health. 
Yet the headlines are different, as the Minister of Health 
is trying to contain costs and reform the system, much 
like the past nine years. 
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With inflation and population growth at a combined 
annual rate of 3%, even the most conservative fiscal 
planners would not expect expenditures to be held below 
that amount. Add on the aging of Ontario’s population 
and the cost of new medical technologies, and it is hard 
to see health care spending being capped at 3.5% per 
year. Further, with Ontario’s nominal growth likely 
falling to 4.5% in the coming year, and I mean 2005—I 
should say I didn’t see Don’s numbers until I just heard 
them now, so, Don, I didn’t run the macro model, but that 
was just my intuition—it is hard to see how spending 
increases beyond 2% can be accommodated without 
giving up on a fiscal plan to balance the budget by 2007. 

So what can the minister do? One action is to give up 
on the promise to balance the books. This is not a good 
long-run strategy for a province that currently has close 
to $140 billion in debt—about $48,000 for a family of 
four. While the fiscal pain of spending more than 
revenues can be put off to the future, it will be Ontario 
workers who will have to bear the brunt of an already 
gathering tax burden as society ages within two decades. 

The second strategy is to increase taxes further, as 
seen with last year’s health premium, of which the 
second-stage increase is implemented this coming year. 
If Ontario were a low-tax jurisdiction in North America, 
tax increases would be sensible to consider. But Ontario 
is not fiscally competitive at all. In work for the Institute 
for Competitiveness and Prosperity, Duanjie Chen and I 
have shown that Ontario is fiscally disadvantaged, com-
pared to five important US states, for most industries. 
Taking into account income, sales and payroll taxes, and 
subtracting subsidies related to health, education, social 
security and insurance, research and infrastructure 
expenditures, federal and provincial fiscal measures 

increased the cost of doing business in Ontario by 29% in 
2004, compared to roughly 16% in the United States. 
Even after accounting for fiscal deficits in the United 
States and Ontario and planned tax changes in both 
countries, the differential suggests that Ontario has little 
room to increase taxes without impairing its economic 
prospects further. If anything, further cuts to taxes to im-
prove the climate for investments are warranted if On-
tario is to enjoy better economic growth in the future. 

Let me add that I did provide you with some tables 
that were taken from that report that Duanjie and I did. 
Of course, if you have any questions later to ask me 
about them, I’ll be happy to answer them. 

The last strategy is to hold the line on expenditures, 
which is a difficult task, for sure. But some savings can 
be achieved to accommodate growth in other areas. 
Holding the line on salary increases and transfers to 
public bodies at 2% could be one strategy. 

Other, more difficult, strategies could also be pursued. 
First, it must be recognized that additional spending on 
programs should take into account demographic trends 
that would lead to less growth in spending. Take, for 
example, education, and here I’m really talking about 
elementary and secondary education. With falling student 
populations in elementary grades, sharply rising per 
student spending on education will not necessarily lead to 
better quality, as demonstrated by the lack of relationship 
between education spending and OECD test scores across 
provinces and countries. Instead, Ontario should look at 
education reform as Alberta has successfully done: 
school choice, school-based budgeting and open borders 
within the public sector. 

Second, sizable public sector companies should be 
considered for sale to the public. The LCBO need not 
operate as a public company. In fact, additional com-
petition would improve efficiency and revenues in the 
long run. 

Third, new approaches to funding health care should 
be considered beyond using general revenues, of which 
its incidence falls on all groups in society already. Cer-
tainly, an insurance-based approach, by reforming the 
health premium to include deductibles and other user-
pay-related approaches, can help increase Ontarians’ 
awareness that health care costs money and that measures 
are needed to improve effectiveness. 

Fourth, the government should stay away from indus-
trial subsidies and tax preferences, like film tax credits, 
that are targeted to specific industries. It is far better to 
accelerate capital tax cuts, reform the antiquated prov-
incial sales tax and cut corporate income taxes further as 
an alternative to targeted subsidies. 

There are no silver bullets to solve the finance min-
ister’s problem. However, one thing can be done to help 
him, and that is for the government to communicate 
clearly to the public that it is in a fiscal dilemma. It 
cannot spend much, cut taxes or balance the books unless 
difficult fiscal decisions are made. That fiscal reality 
must sink into the minds of Ontario’s public. 

The Chair: Thank you. Now we’ll hear from Mr. 
Mackenzie. You have up to 10 minutes 
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Mr. Hugh Mackenzie: Thank you, Mr. Chair and 
members of the committee. It’s always a pleasure to be 
here. It’s nice to see some people continuing from year to 
year. I always enjoy these conversations. I’m tempted to 
start with the Monty Python line: “Now for something 
completely different.” 

What I’d like to do today is take you through some of 
the key insights that I’d like to share with you from the 
analysis that I’ve done of Ontario’s budgetary situation, 
and that’s detailed in the paper that I handed out to you. 
What I’m going to do is direct your attention to just a few 
of the sets of numbers in here to give you a sense of 
where we go. 

Let me give you the top-of-the-line headline first. The 
top-of-the-line headline is that my read of the fiscal 
situation of the province is that there’s a great deal more 
flexibility in the hands of the Minister of Finance than 
the numbers that the government has published at budget 
time and in the November update would have us believe. 
That’s true both of the forecast for the current fiscal year, 
2004-05, and also for the four-year forecast looking out. 

Let me just say, before I get into it, that there is one 
area where I think the three of us will agree. I have 
difficulty imagining a scenario in which the four-year 
projection of spending is realized. I think where we may 
differ is that I don’t think the government should be 
trying to do that, but I think we would all agree that a 
forecast based on 1.9% growth is not going to happen. 

Let me talk first about the current fiscal year. The 
budgetary balance numbers for this fiscal year are a little 
bit screwy anyway because the $2.1 billion that was 
forecast at budget time, much of that improvement from 
the year before—in fact, more than all of the improve-
ment from the year before—was accomplished through 
accounting, not through any change in the fiscal 
circumstances of the province. I’m referring to the $3.81 
billion that the government decided to count as revenue 
for this year as a result of the electricity restructuring and 
the transfer of some financial obligations from taxpayers 
to electricity consumers that took place as a result. 

Starting from the perspective that the numbers for this 
year are a little bit fanciful anyway, let me suggest that 
there are a number of areas where I think we can look 
realistically at a more favourable fiscal situation than is 
projected. I’ll focus on three specific areas. 

One is in the forecast of revenue. I have a little model 
of the provincial revenue system, and when I take the 
growth rates that, according to the government, it’s 
relying on from the November statement and plug those 
in, I get forecast revenue of nearly $1 billion higher for 
2004-05 than is being projected. 

The second area of additional flexibility that I see is 
that we commonly think of the provincial budget as 
providing for a reserve against contingencies of $1 bil-
lion, because that’s the number that appears on the front 
page of the fiscal outline as the reserve amount. In fact, 
the reserve that’s held by the government is about $2.1 
billion. It consists of the $1 billion plus another $850 
million as a reserve that’s built in to the estimates for 

Management Board and $150 million that’s built in to the 
estimates—I think it’s for finance—for capital. 
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In the six months ending September 30, that $2.1-
billion reserve was only drawn down to the extent of $24 
million. When I look at what has happened in terms of 
either program spending or transfers from the federal 
government or other revenue sources, I don’t see any-
thing having happened between then and now that is 
going to eat substantially into that. I include in that ob-
servation the implications of the OMA deal and the 
implications of the announcement yesterday of the 
additional funding for hospitals, both of which easily get 
absorbed by the increase in federal government transfers 
for health that are incorporated in the September 30 
numbers. 

You’ll have to forgive me because this is a bit pointy-
headed, but the third area in which there is additional 
flexibility—and it really starts to show in the numbers 
when you look at the four-year estimate—is in the 
government’s estimates of its debt servicing costs. I will 
mention that now; I’ll want to get into it in a bit more 
detail when I turn to the four-year numbers. 

Looking at the four-year numbers, my contention of 
the underestimate of revenue for this year telescopes its 
way through the four-year forecast. Incidentally, one of 
the things I find interesting is that the revenue forecast 
for those four years, internally to the four-year forecast, I 
think is pretty reasonable, given the growth assumptions. 
The problem is that the starting point is lower than I think 
is going to happen. 

The second area of discrepancy that I see has to do 
with estimates of transfers from the federal government. 
This is always a little bit of a murky area because we 
don’t get reliable forecasts from the federal government’s 
end of what it intends to do. But let me just share with 
you the numbers exercise I went through to come to the 
conclusion that I have. 

There is one area of federal government transfer 
revenue that we know about, because the federal govern-
ment takes great pains to let us know exactly what it is 
forecasting to transfer to provincial governments for 
health care. There is another one of those detailed re-
conciliations announced as a result of the September 
accord. If you take those numbers and then take the gov-
ernment’s forecast in the November statement for 
transfer payment revenue from the federal government, 
what you find is that the province’s forecast requires 
there to be a $1-billion cut in federal government trans-
fers in areas other than health in the third and fourth 
years of the four-year forecast. I don’t know about 
anybody else, but I don’t think that’s a reasonable 
assumption. If you make what I think is probably a pretty 
conservative assumption that federal transfers in areas 
other than health will stay flat, you’ve got $1 billion in 
extra flexibility in the two out-years of this forecast that 
aren’t taken into account in the four-year numbers. 

The last area that I want to talk about here is going 
back to the point I was making about debt servicing 
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costs. The four-year forecast shows debt servicing costs 
going up substantially over the four-year period. In fact, 
if you go underneath the deficit forecast to look at how 
much is actually going to have to be financed in new debt 
and compare that with the rate of growth of interest 
payments, what you find is that the government is fore-
casting that its debt service costs are going to be 
increasing more rapidly than the underlying debt that it’s 
financing. That, in turn, implies an assumption that the 
percentage debt servicing cost is going to go up over this 
period. Frankly, that’s patently unreasonable. So on the 
surface, that’s an unreasonable assumption. 

I’m going to illustrate how anally retentive I can be by 
saying that I went back and looked at the tables for 
coupon rates and debt service costs for the securities that 
are coming up for refinancing that Ontario has out over 
the next four years and looked at what the likely re-
financing cost would be for those. When you take every-
thing into account, including some securities coming due 
that were financed in Japan and elsewhere at very low 
rates—but amalgamating them all together—you get very 
substantial reductions in the cost of servicing Ontario’s 
debt because the debt that’s maturing was incurred in the 
early 1990s at coupon rates in the range of between 10% 
and 15%, some of them as high as 15% and 16%, and 
most of them in the range of 11%. Those will be 
refinanced at current long-term bond rates in the range of 
4.5% to 5%. So we’re talking about quite substantial 
reductions in debt service costs, which has a significant 
impact on the likely fiscal flexibility that the government 
has. 

I know I’m getting close to the end, so I’m going to 
wind up. Bottom line, the starting point for our dis-
cussion is a great deal more fiscal flexibility at the end of 
this four-year period than the government is letting on. 

I wouldn’t be holding up my end of the spectrum if I 
didn’t also draw attention to my view that, even if you 
take the view that there’s no room to move in generating 
additional revenue through increased tax rates, there are 
some areas of tax expenditure in which the government 
could generate significant additional revenue. The two 
that I think are the most significant are the exemptions in 
the employer health tax, which reduce Ontario’s revenues 
extremely significantly, and the other thing is— 

The Chair: You have about 30 seconds. 
Mr. Mackenzie: Yes. The other key one—and this 

may be something that the three of us might get into a 
discussion about. I estimate that, even when you net out 
some of the tax subsidies that we might like, such as 
those for film and television production, if you were to 
harmonize Ontario’s corporate tax provisions to federal 
tax provisions—in other words, if you got rid of the 
Ontario-only tax loopholes and had a single corporate tax 
system at the federal-provincial level, harmonized to the 
federal structure—we’d generate something in the order 
of $800 million a year in additional revenue from our 
corporate income tax. 

The final point I’ll conclude with is the point of 
agreement, and I’ll just throw another number out on to 

the table. Implicit in the government’s four-year forecast 
of expenditures, if you play it all out, is the assumption 
that programming capital spending in Ontario, by the end 
of this government’s four-year term in office, will be 
lower as a share of GDP than any of the years that the 
Harris and Eves governments were in power, except for 
one. 

The Chair: Thank you. The committee has invited 
you to make comment on one or the other presentation. 
As Mr. Mackenzie has just finished, perhaps one or both 
of the other two gentlemen would like to make a 
comment. 

Mr. Drummond: I went first; I guess I’ll go first 
again. The presentations that Jack and I made were quite 
similar. Don’t be alarmed by this. It has happened to us 
before. Perhaps that’s why we’re not usually invited 
together on panels. 

Mr. Mackenzie: They should neither be alarmed nor 
surprised. 

Mr. Drummond: Interestingly enough, both of us 
focused almost exclusively on policy issues. The only 
reference was when we took as a starting point the 
forecasts that were in the government’s spring budget 
and then were updated in the fiscal update. So you’ll 
recall that my references to the outlook were sensitivities 
off that; I didn’t go back and question those base 
assumptions, and I’ll come back to that. 

In terms of policy prescriptions, we’re fairly similar 
that there still are issues on the revenue and the tax side, 
and there are a number of structural changes that should 
be made on the spending side. 

Let me just come back, then, to the forecast side. 
Hugh has opened up an area that I didn’t get into, and 
that is questioning the projections in the budget and the 
fiscal update, most particularly on the revenue side and 
the public debt charge side. I find particularly what he’s 
saying on the public debt charge side to be very inter-
esting. Again, I’ve accepted the budget’s forecast of that. 
Forecasting interest on the public debt, if you have the 
interest rate in Ontario, should be child’s play. It’s mech-
anical: You track the number of issues that are out-
standing; you know what the coupons rate are; you know 
when they’re retiring; you know when they’re turning 
over. You could be off, but you can only really be off 
because you’ve got the interest rate forecast off. While 
my forecast of the interest rates is somewhat lower than 
was used in the budget and the update, it’s not that much 
lower. 
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There are very fascinating things going on in bond 
markets right now. I’ll admit that I don’t quite understand 
why longer-term bond rates are as low as they are, but 
I’m sticking to my story: They will go back up to more 
normal levels. So these savings that are occurring right 
now won’t be saved over time. Now, Hugh seems to be 
suggesting something different, that somehow there is 
not a proper accounting for the cost of the bond pro-
grams. That would flabbergast me if that were true, 
because I know I’ve done that on the federal side. 
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Forecasting public debt charges with a given interest rate 
is not a very difficult thing to do. 

On the revenue side, basically Hugh was saying, 
“Well, count on doing better,” in part because in the 
starting year, the revenues are coming in stronger. Even 
if that were true, recall, in my forecast—and Jack and I, 
coincidentally, even had the same number. Our gross 
domestic product forecasts are lower than was used in the 
budget and lower than was used in the fiscal update. So 
some of that revenue—a premium, if indeed that was the 
case, was coming in stronger—would go down. 

I’m interested in that. I would be interested to see a 
reconciliation of what Hugh was saying, particularly on 
the public debt charges, with the budget assumption. I 
guess my generic point would be, don’t count on closing 
your eyes and hoping things will turn out better. That 
approach hasn’t served governments very well in the 
past. If that budget forecast is a reasonable base, I still 
come back that that’s going to require a very tough and 
austere expenditure regime to hit those targets. 

Mr. Mintz: I’ll just be brief about two points. I hate to 
pick on Hugh, since he’s a good friend and we’ve worked 
many years in the past, but I just want to raise two 
questions, I think, on Hugh’s calculations on the debt 
service costs. Hugh’s exercise, which is quite an inter-
esting exercise, is fascinating, but I’m afraid that he 
might be missing some important information that would 
be very hard for him to get, I would assume, in making 
these calculations, and that is to take into account swaps 
going from long-term interest rates to short-term interest 
rates. That, of course, could affect the servicing costs that 
are being estimated. So even though you may look at 
those bonds that were in the past, they may have been 
swapped into short-term interest rates, and as a result, the 
costs are not exactly what you think you’re measuring. 
It’s not entirely clear. So I would go by the government’s 
forecast and not necessarily question that, as Don would. 

The other point is, actually, Hugh and I do have some 
common views on the value of base broadening under the 
tax system, in that, like Hugh, I would argue that I don’t 
like special targeted preferences. I made that comment on 
film tax credits. Hugh, I think, was willing to go ahead 
with film tax credits. I’m a little disappointed in that, 
Hugh, but that may be for good reason. 

Mr. Mackenzie: Actually, not to put too fine a point 
on it—and this may be a bit arch of a point—but I think, 
unfortunately, that’s the game. I wouldn’t do it through 
the tax system. I would be up front and give them a grant. 

Mr. Mintz: Well, I’m not sure. The problem I have is 
that when the dollar falls again, I can assure you the film 
tax credits won’t go down. 

I don’t like these targeted—because what happens, 
actually, over time is that all sorts of industries are going 
to need help, and when you start the process of giving 
help to one and then somebody else comes along and 
says, “I need something,” then soon the tax system and 
expenditures look like Swiss cheese, in that we have all 
sorts of holes in the system. 

My preference, by the way, if you ever do base 
broadening, is to do it in terms of financing rate cuts; in 

other words, it all stays within the tax system and does 
not go into new expenditures. 

Mr. Mackenzie: One observation—since Jack and I 
are flying on a level of agreement on something, let me 
just carry it on a little bit further. 

Mr. Mintz: I’m not sure you agreed on that last point. 
Mr. Mackenzie: Well, I’m going to finesse that. My 

concern about tax expenditures is partly a similar kind of 
philosophical view to the view that Jack has expressed. I 
also am very skeptical that they work, and that observ-
ation applies in spades, I think, to tax preferences in the 
corporate tax system which you attempt to deliver at a 
subnational level. 

In fact, where Jack and I encountered each other the 
first time was when I was the executive director of the 
Ontario Fair Tax Commission. We spent a fair amount of 
time in that work looking at management of corporate 
taxes and corporate tax planning. I came away from a lot 
of that work with a view that the consequence of creating 
a variety of different corporate tax regimes, particularly 
at a subnational level, is that you simply increase the 
range of opportunities, the number of factors that you 
have to play with in tax planning. So the net effect of it is 
that you don’t get any additional economic activity; what 
you get is less public revenue. 

These additional tax preferences that we have in 
Ontario, first of all, are operating on a relatively small 
corporate tax rate in the great scheme of things, so 
they’re not delivering a huge amount of money in relative 
terms. As I said, I’m quite skeptical that they actually 
achieve anything. One of the things we do know they 
achieve is that they reduce the government’s revenue 
take from corporate taxes. 

The Chair: Any further comment on presentations 
among the three of you? Hearing none, we’ll move to 
questioning. I will endeavour to divide the remaining 
time equally among the three parties, and we’ll begin 
with the official opposition. 

Mr. Jim Flaherty (Whitby–Ajax): Thank you for 
doing this this afternoon. We all appreciate it. 

In my new role as a visionary, given that David Miller 
now agrees with my view on homelessness and Jean 
Charest agrees with my view on independent schools and 
the funding of religious schools—the other Liberal 
government in central Canada—what I see in my vision 
now is 1972: Robert Stanfield, Pierre Trudeau, wage and 
price controls. 

I’ve listened carefully to what you’ve said today. We 
know that about 80% of provincial spending is in the 
form of transfer payments to hospitals, schools, univer-
sities, municipalities and the broader public sector, and 
more than 70% of that is spent on salaries, wages and 
benefits. Given the picture that is painted today, I’m 
mindful of the letter that the Minister of Education sent 
not long ago to some of the union leaders in the 
education sector asking them to restrain their spending 
demands to 2% in the next fiscal year; I think 2%, 2% 
and 3%, or something like that, going forward. Quite 
frankly, I’m looking for another way that the minister 
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could balance the budget in Ontario going forward, other 
than restraint in wages, and I’m having trouble finding 
that, other than the tradition of going to Ottawa for a 
bailout and expecting Ottawa to be very generous in its 
funding to the province of Ontario from its substantial 
surplus. 

I’d be interested in your views, any of you, on how, on 
the spending side, you could see the necessary restraint 
being accomplished, other than in restraint in the area of 
wages in the public sector and the broader public sector. 

Mr. O’Toole: If I could just add to that to supplement 
what Jim is saying, if I look at the minister’s own 
assumptions, he is assuming that 1% in OHIP is $58 mil-
lion; for every 1% in the OHIP agreement, $58 million. 
For nurses, for every 1%, it’s $34 million. For ele-
mentary and secondary school teachers, for every 1%, 
it’s $115 million. In the broader public sector, it’s about 
$50 million for every 1%. Each of them has an expect-
ation level of about 3%. There’s $1 billion right there. 

That’s what Jim and I are concerned about. That’s the 
drive here. That’s what we heard from the hospitals. How 
do you control it? 

The Chair: If one of the panellists wants to answer, if 
you would indicate by a show of hands. Although all 
three of you can answer, it would help the Chair to 
recognize one of you. Mr. Mintz will go first. 
1350 

Mr. Mintz: First of all, I did try to provide some 
things, Mr. Flaherty, but I do agree with you: I feel that 
simple wage restraint is not the way of trying to deal with 
the long-term issues Ontario faces, and the importance of 
the fiscal situation in Ontario could impact in terms of its 
overall economic growth over time. I am a very strong 
believer in seeing restructuring of government and seeing 
some major changes. Some of the things I indicated in 
my notes were really trying to point toward changes that 
I think are required; for example, the way we run the 
education system. 

I’m a great believer in school choice in the public 
system. In fact, after spending a lot of time reading 
material about Alberta, the United States and other 
educational systems, I can see that it is not a matter of 
spending; it is a matter of restructuring the system, and 
we can achieve quite a bit along with that. In fact, if you 
look at what could potentially happen following that 
approach, I think you would find that in Alberta, for 
example, per-student spending is less than here in 
Ontario and yet they get much better results associated 
with school choice. 

Certainly I don’t believe we need as many public 
sector bodies owned by governments. I think that some 
important efficiencies could be achieved. Although I 
purposely stayed away from talking about power in my 
notes, I think that power is an area that needs vast reform. 
Although I think the government has made some inter-
esting progress over the past year in trying to move to 
marginal cost pricing, there are, in my view, too many 
rigidities still in the system. Of course, we have put on 
some significant taxes in that area, like the debt retire-

ment charge, which is trying to make up for some of 
those costs. So I do think that restructuring is very im-
portant. 

Let me lay out one other point, and that’s the im-
portance of fiscal responsibility and accountability. I 
believe that at times you need transfers between govern-
ment bodies—federal to provincial and provincial to 
local etc.—but I also think the best kind of accountability 
is when people, if they have to spend money, have to 
raise the taxes themselves. I don’t believe that simply 
having a gas tax transferred to the cities is a very good 
way of trying to accomplish political accountability. I’d 
rather see the cities—if they want, they can raise taxes 
from their own voters in order to pay for their public 
expenditures. 

I also believe there’s a significant gain to the federal 
government’s considering a tax cut, and if the provinces 
want to raise taxes in order to fund public services that 
they need, I would prefer that route as opposed to going 
the route of transferring revenues all the time. The reason 
is that I think we get a much better and more efficient 
government operating where people can really express 
their desire for the kinds of services they want. Instead, 
we get into a mug’s game, where all of a sudden the 
provinces blame the federal government for not giving 
enough money and the federal government is saying, 
“Well, it’s not our responsibility, because you’re spend-
ing the money and you’re doing what you’re doing,” 
whether it’s the health care system or other things we’re 
funding. Similarly, we get the cities blaming the upper 
levels of government for not giving them enough money, 
and yet the upper levels of government, seeing what 
kinds of decisions are being made by the cities, start say-
ing, “Why would I want to give more money to you 
when you’re not necessarily acting responsibly?” 

I think those are areas that could be looked at in terms 
of restructuring over time. Whether that will deal with 
the immediate issues in the budget in this coming year is 
another issue, but certainly I think that a number of 
things need to be done vis-à-vis restructuring government 
and making it more effective and more efficient. 

The Chair: You have about seven minutes left. Do 
you want to make a comment, Mr. Mackenzie? 

Mr. Mackenzie: I just wanted to make one observ-
ation on that point. I guess it shouldn’t surprise you to 
hear that I think that one of the keys for dealing with this 
problem—and I do accept that it is a problem; I think 
we’re going to see how complex it is to deal with col-
lective bargaining in the public sector by sending letters 
out. I don’t think it quite works that way. I think that one 
of the critical tasks that any government in Ontario faces 
is addressing the problems with the revenue system. 

There are two issues in that respect. One is that if you 
look at the responsibilities for public services relative to 
fiscal capacity, Ontario needs more fiscal capacity and 
local governments need more fiscal capacity. In prin-
ciple, I agree with Jack: In an ideal world, we would have 
revenues better matched with expenditures in the three 
orders of government in Canada so we don’t have this 
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buck-passing and trotting back and forth from one place 
to another. Failing that, though, there has to be some 
recognition, both in transfers from the provincial govern-
ment to municipalities and in transfers from the federal 
government to the provincial governments, that there is 
this fiscal imbalance that has emerged, and that is evident 
in the fiscal issues. 

My second point about revenue, and this is pretty 
adventurous on my part, I have to say: One of the things 
we need to think about as a country is how we’ve divided 
up revenue-raising responsibilities and revenue capacity 
among the levels of government, in particular between 
provincial governments and the federal government. It 
probably wouldn’t surprise you, given the point I made 
about corporate taxes, that I actually don’t think it makes 
any sense at all for provincial governments to levy cor-
porate taxes. I think it’s just an invitation to tax avoid-
ance. If somebody made me czar for a day, I’d engineer 
some sort of trade of revenue responsibilities between 
federal and provincial governments, so that provincial 
governments were able to rely more heavily on tax bases 
that they could defend against avoidance and the federal 
government took responsibility for tax bases that are 
more difficult for subnational jurisdictions to defend. 

The Chair: Mr. Drummond, do you care to make a 
comment? 

Mr. Drummond: I’m cognizant that the more we 
speak, the fewer questions we’ll get. I guess I’ll come 
back to the original question: What are the different ways 
of balancing the budget? Certainly, I’ll draw upon my 
experience. I was the bureaucrat leading the program ex-
penditure exercise at the federal level in the mid-1990s, 
and certainly there are a number of successes and a 
number of things we could have done better at that time 
that stick in my mind. 

I think the worst thing we did was focus on particular 
employment targets and say, “We’re going to lose X 
thousand employees.” That just ends up being extra-
ordinarily inefficient. Of course, we went further than 
what you’re talking about: We actually froze wages for a 
while. And while you get an immediate saving, it didn’t 
take very long to realize that the end result was that the 
good employees left and we were ending up with the 
ones we probably didn’t need. We offered extraordinarily 
generous early retirement packages, completely waiving 
any penalties. We basically lost the whole experienced 
50-plus cohort. You saw that within three years the 
government went on a massive hiring spree and had to 
replace those people with inexperienced people. So that 
wasn’t so brilliant. 

That being said, though, there’s no way you’re going 
to get a program spending profile like 1.9% if wages go 
up in real terms; in other words, higher than inflation. It’s 
just too big a portion of the wage bill. Hopefully you 
don’t have to do it in artificial ways through legislation. 

I guess the other error we made was that while we did 
differentiate our cuts according to programs and what the 
value of those programs was, there was still too much of 
an across-the-board element. This is really a generic 

point around Jack’s point about restructuring. It’s not a 
good thing to just take 5% off everybody’s budget, be-
cause some programs aren’t any good and 100% should 
be taken off them, and some programs are probably very 
good and are not being funded properly, so perhaps they 
should be increased—so a fair bit of discretion. It’s more 
difficult, in a sense. Certainly it’s much more difficult as 
a political exercise—it’s really easy to say to every min-
ister, “You’ve got a budget that’s cut by 5%,” or 10%, 
whatever the amount is—than it is to differentiate and 
appear to pick winners and losers, but I think it ab-
solutely has to be done that way. 

The Chair: We have just about one minute left, if you 
want to make a general comment. 

Mr. Flaherty: I certainly agree with what I’m listen-
ing to. We need fundamental health care reform. Looking 
at the longer term, it would not be possible to balance the 
budget in Ontario without massive tax increases or 
phenomenal economic growth, unless we have reform in 
the delivery of health care in the province. It’s a sine qua 
non, it seems to me. Any rational person looking at the 
spending increases in the province—you referred to them 
as 6% and 9% and so on earlier, Mr. Drummond. 

In terms of our standard of living and productivity and 
innovation—I know you’re not going to have a chance to 
answer this right now, but I hope you get a chance to 
comment at some time in the next 10 or 15 minutes—I’d 
like to get your views on what the government of Ontario 
could do in order to enhance innovation and productivity 
in the Ontario economy, looking at the longer run. I think 
it’s safe to say that most of us agree and understand now, 
through the work of the competitiveness and productivity 
working group, that if we do not increase our innovative 
capacity and become more productive, our standard of 
living will decline. 
1400 

The Chair: Now we’ll move to the NDP. 
Mr. Prue: A number of questions. I’m going to try to 

make them fast. I hope the answers can be fast too. 
First of all, Mr. Drummond, on page 9 you have a 

chart that shows the marginal effective tax rate. I just 
want to know if I’m reading this correctly. Couples 
between $29,000 and about $55,000 a year pay a higher 
tax rate than those who earn $60,000 to $120,000, which 
appears to be quite flatlined. 

Mr. Drummond: Yes. Bear in mind that this is not 
your average tax rate; this is the tax rate you’d pay on 
your last dollar earned. So if you’re earning $30,000 a 
year and somebody asks you to work an extra hour, 
you’re going to get a bit more income. What I’m measur-
ing here is the taxes you’ll pay on that incremental in-
come. The reason it’s higher in that group is because you 
would lose some portion of your low-income GST credit, 
you would lose some portion of your Canada child tax 
benefit and you would lose a variety of other programs 
like that, which are income-tested. 

We’ve created a situation that’s a bit unique in Ca-
nada. We’ve tried, both at the federal and the provincial 
levels, to be fairly generous in a number of these 
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programs and give adequate support at low incomes, but 
we’ve also tried to be parsimonious and contain the costs 
of the programs. So as people’s income goes up, we take 
them back—we literally claw them back—and that, of 
course, drives up the marginal tax rate. So as you can see, 
in some circumstances, if you were to earn some 
additional money, you would only keep 20 cents on the 
dollar of that money, a much smaller percentage than a 
millionaire would keep, for example. 

Mr. Prue: There’s no sense in the government plan-
ning any programs, no matter what government, because 
every time they stand up and say they’re going to do 
something for this group, if they were to earn any more 
money, they don’t get it. 

Mr. Drummond: Actually, the way you put it is what 
has happened a number of times. We have had a number 
of initiatives over the last 10 years at the provincial and 
federal levels that have done exactly that. An example 
would be in the 1997 budget, when the federal govern-
ment increased a low-income tax credit and then clawed 
it back. It gave a low-income group of people some 
additional money and raised the marginal tax rate for the 
people right above that threshold, making them worse 
off. 

Mr. Prue: OK. Mr. Mintz—you didn’t number the 
pages, but I think it’s on page 2—you give a whole 
bunch of “for-instances” that the government might do, 
none of which I think they will: everything from adopting 
education reform like Alberta and school-based budget-
ing and school choice and all those things to selling off 
the LCBO and user-pay for health. I don’t think they’re 
going to do any of it. But then you come and say there 
are other ways to do it, like accelerating capital tax cuts, 
which, quite frankly, I don’t agree with. 

Then you talk about reforming “the antiquated prov-
incial sales tax.” That’s 8%, currently. How do you see 
doing that? Harmonizing it with the GST, or do you see 
doing away with it altogether and raising funds through 
income tax? 

Mr. Mintz: There are several approaches that could 
be used. The first approach would be for Ontario to 
wholly adopt the GST. If you did that, the revenue cost is 
actually not very much—at a 7% rate, if I recall. 

Mr. Mackenzie: That’s right. It’s 7%. 
Mr. Mintz: If you do it at an 8% rate, you can 

actually raise some money. That’s because of the way the 
input tax credits work, and particularly the way that 
people like where Don Drummond works, in banks, don’t 
get the input tax credit used for financial services, which 
is a significant part of the Ontario economy. But that 
calculation is actually pretty easy to use. 

I’ve also taken the view that if you move to an 
Ontario-based value-added tax—in other words, not fully 
harmonized with the federal GST but something like 
Quebec did, which was to move to a value-added tax that 
had a lot of aspects of the federal GST but then they did 
some of their own things; for example, they didn’t give 
input tax credits for certain types of inputs and things like 
that. That would be a very good move forward in order to 

move in that direction. Of course, that could allow for 
actually somewhat of a rate cut relative to the 8% rule, if 
you moved in that direction. 

The third option is to do something that British 
Columbia did, which is not to adopt a value-added tax, 
but about three years ago, they had cut some of the sales 
taxes on capital inputs in order to encourage more invest-
ment. In fact, they had three different policies in British 
Columbia: (1) to lower the corporate income tax rate to 
13.5%; (2) to eliminate capital taxes on non-financial 
businesses; and (3) to cut sales taxes on capital inputs. 

Mr. Mackenzie: Can I just make an observation? 
Mr. Prue: OK, but I wanted to get some questions in 

to you too; so we’ve asked. 
Mr. Mackenzie: The problem with the GST move is 

that this is one of those things—actually, it’s a little bit 
like the marginal tax rate question. It’s the kind of thing 
that economists think makes a lot of sense. The problem 
is it’s very difficult to imagine how you would do this in 
practical political terms. The reason why is that moving 
from the retail sales tax to a value-added tax in Ontario, 
while on a rate basis it looks like it’s neutral, on an 
incidence basis, it’s not. 

The analysis that we did of this precise issue in the 
Fair Tax Commission in the early 1990s concluded that 
about 30% of the retail sales tax is in fact levied on goods 
that are exported. In a GST-style system, that tax isn’t 
borne on goods that are exported. So as a result, you end 
up with basically a shifting of burden toward individuals 
when you make that move. 

That’s the practical problem that you run into: It will 
be perceived—correctly—as an increase in tax burdens 
on individuals. It’s not as felicitous a change as the 
change that gave rise to the GST, because the old manu-
facturers’ sales tax had a different pattern of incidence. 

Mr. Mintz: Just very quickly, the number is now 
40%, which is the tax on business inputs, including 
capital inputs, not 30% any more, and it’s not on just 
exported goods; it’s on domestically consumed pro-
duction. So I just wanted to correct that number. 

Mr. Prue: I’d like to ask Mr. Mackenzie—how much 
time do I have? 

The Chair: About seven minutes left. 
Mr. Prue: OK. Good. I’m still on target. 
You gave us some incidences of where you want to go 

and what you think the government can do, but I want to 
know specifically how much extra program capital 
spending there would be with the government still trying 
to hold on to its deficit target. They have a deficit target 
this year of $2.1 billion. How much extra spending could 
they do and still hold on to that deficit target, using your 
figures? 

Mr. Mackenzie: It’s difficult to answer the question 
because it really depends on what they do with that 
$3.8 billion, almost $3.9 billion, in accounting change. 
My own view is that if things continue the way they do, 
the government is going to change the way it flows that. 
When they finally decide to book that in March, they will 
book it differently from how they announced it in the 
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budget. That’s their balancing item, in a sense, to pro-
duce their deficit target for this year. 

I think there’s flexibility of at least a couple of billion 
dollars. The question is, how are they going to use that 
flexibility? My guess is that the way they’re going to use 
that flexibility is to change the way they’re booking that 
windfall so that it’s booked over a long period of time 
and so that it helps the government when it really needs 
it, toward the end of its planning period, rather than at the 
beginning of its planning period, when it seems pretty 
clear they don’t need it now. 

Mr. Prue: You don’t think they’d be crassly political 
and come up at the end of the mandate saying, “Look, 
we’ve balanced the books and we’re giving you all these 
goodies”? 

Mr. Mackenzie: It’s inconceivable anything as crass 
as that could happen. 

Mr. Prue: I have a second question, related, I guess, 
in part, to the first. How much could the treasury net by 
eliminating the EHT exemption? 
1410 

Mr. Mackenzie: A little over $1 billion. 
Mr. Prue: I’ve still got time, so I’m going to go back 

to Mr. Drummond, because I only asked him one ques-
tion. You talked about students. It was quite a strong 
statement: “Time to Make PSE a Priority.... Profound im-
provements needed in other respects as well (ex. student 
financing, deterioration in graduate studies),” and that the 
province would need over $1 billion per year. The prov-
ince had $1 billion, if we were to adopt Mr. Mackenzie’s 
view that some money could be raised in a number of 
areas. Would this be a financially prudent thing for the 
government to do, to invest it in higher education as 
opposed to other areas? 

Mr. Drummond: You put the question as a package 
deal and I’m not buying the package. My position would 
be the same as Jack’s. If you address some of these tax 
expenditures, I would put that back as a general tax cut, 
so there wouldn’t be a net $1 billion. 

Within the overall $80 billion or so that the province 
spends, should it allocate more to post-secondary edu-
cation? Absolutely. I think we all accept we’re in a 
knowledge-based era. If you look at Ontario on a real 
per-student basis, we’ve cut spending on post-secondary 
education by 30% since 1980. That doesn’t sound like a 
terribly smart move. It’s one of the many areas that got 
sideswiped in the need to address fiscal imbalances and 
the increase in health care spending. 

I point out here just one example. On the student 
financing, I think there are things that, yes, probably 
require money, but some don’t. Our student financing 
system in Ontario is an absolute disaster. It’s totally 
uncoordinated with the federal level. It’s not recognizing 
the true costs. You could argue about whether the 
students should borrow it and their debt levels and stuff, 
but if a student has a $12,000 program, they can’t borrow 
against that. There are all kinds of students who get 
caught in those kinds of issues. You’d need to be a rocket 
scientist to figure out the various different avenues 

between what’s available at the federal and provincial 
levels. The federal government actually made some 
pretty important improvements in its last budget of 
March. As a minimum, Ontario would have to match 
that. Again, there would be a net cost to that, but I think 
it needs to go far beyond that. 

Mr. Prue: Some of the literature suggests that coun-
tries like Ireland, which has all but eliminated the cost for 
post-secondary education—to the student at least, if not 
to the state—have made wise decisions in terms of their 
long-term economic gain and benefit. Would you concur 
with that? 

Mr. Drummond: First of all, let’s be realistic here. 
Given the fiscal dimensions, even if you have some 
additional room that Hugh was talking about, you have 
nowhere near the capacity to talk about free education. 
So I’m not sure that’s even worthwhile spending any 
time on. 

Second, I would argue that conceptually that doesn’t 
make any sense. There’s a very strong private rate of 
return from post-secondary education. I don’t think 
students should have to pay the full bill because there is a 
social rate of return, but the private rate of return is 
higher than the social rate of return, so there has to be a 
split. We could certainly get into a debate of exactly what 
that split is, but students should be making some con-
tribution. We have to bear in mind, only 40% of Canad-
ians go to university. Why should the 60% who don’t go 
to university pay the entire bill for the ones who do? We 
all know the numbers. Their wages and salaries are about 
60% higher over their lifetime because of that degree. 
The carpenter who just built your house didn’t go; should 
he pay for it? No, I don’t think so. 

Mr. Prue: Maybe the other gentlemen have a com-
ment on that. 

Mr. Mintz: Just quickly on the Irish thing, they 
actually had various strategies, and one was, of course, to 
spend money on education when a large portion of the 
population didn’t even have secondary education, never 
mind tertiary. But the other thing they did is they said, 
“We’re not just going to bring people to the job market 
with better skills; we’re also going to create more jobs,” 
and that was done through business tax cuts. A proposal 
that would raise payroll taxes while at the same time 
spend more money on post-secondary education has a 
rather amusing side to it in which we would be gradu-
ating people who will have a tougher time finding jobs. 

Mr. Mackenzie: One of the conclusions I came to 
from some work I did on post-secondary financing in the 
fall is that it’s pretty risky to grab examples from other 
jurisdictions. The critical point of distinction that has 
come to me is that differences between countries on how 
post-secondary education is financed have a lot to do 
with their attitude toward the responsibility of different 
generations for financing post-secondary education. 
Scandinavian countries, for example, treat students as if 
they’re completely financially independent. In other 
words, there’s no assumed parental financial contribution 
expected to post-secondary education. Other European 
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countries have a similar kind of view, although maybe 
not as extreme as some of the Scandinavian countries. 

For better or for worse, culturally we see paying at 
least a portion of the cost of post-secondary education as 
a responsibility of the students’ parents to a greater or 
lesser extent. So for us to think about a way of financing 
post-secondary education that ignores that reality doesn’t 
make much sense. 

Having said that, I agree with Don: I think the system 
that we have now is a complete mess. The split between 
tuition and grants from senior levels of government is 
irrational, or maybe I should say non-rational in the sense 
that I don’t think anybody ever sat down and said that the 
split ought to be one thing or another. Allowing tuition to 
go up just became the path of least resistance for 
governments facing fiscal constraints. 

On the student assistance side, we have an incredible 
dog’s breakfast. We’ve got several different programs 
that are delivered through the income tax system. Some 
of them are directed toward the generation of the 
students’ parents, some of them are directed toward 
students, some of them are neutral with respect to 
income, and some of them deliver upside-down equity in 
that they deliver more money to wealthier families than 
they do to lower-income families. 

On top of that, we’ve got this ridiculous system of 
dealing with student debt where we have a hidden 
program in the student financial assistance system of debt 
remission, which doesn’t appear to have any transparent 
and understandable rules but exists and, in fact, accord-
ing to the millennium scholarship foundation, now eats 
up about half of the money that Ontario spends. So it 
doesn’t make any sense, and it needs to be fixed. 

Mr. Colle: I just want to thank the three of you for 
making yourselves available in this format. I think the 
members of the committee agree that it’s helpful to have 
experts in your field making yourselves available to us 
and to the public. It’s valued input that this committee 
needs and appreciates. 

On the issues you and some of the members have 
raised, I will ask for some written responses from min-
istry officials. Some of them are open to longer, detailed 
answers and analysis. I’ll try and get as many of those 
responses back to you—just for your own information; 
not as a matter of argument. Some of them I find quite 
intriguing, and I’m sure members of the committee find 
them intriguing too. 

From the Ministry of Finance’s perspective, my heart 
wants to believe Mr. Mackenzie, that we are overly 
cautious and there is room and flexibility, but history 
tells me, whether it be previous governments or our 
government, that it’s been the case over the last 10 years 
for the province of Ontario that things don’t seem to be 
on our side. The factors seem to always be hitting us. 
Right now, as I think you’ve all pointed out, of all the 
provinces and jurisdictions, we are the one most im-
pacted by the high value of the Canadian dollar. There-
fore it seems that the province that produces the most 
wealth and produces the most manufacturing and is, I 

would say, one of the hardest-working provinces on a 
per-citizen basis—and certainly you’ve mentioned that 
the taxes paid in Ontario are quite significant and we pay 
more than our fair share. We seldom get any breaks, 
whether it be outside factors like the dollar and how 
many American dollars the Chinese are buying up or 
whatever. We don’t seem to have these breaks. But I 
would hope that we can get a bit of direction from you. 

The one hard issue to come to grips with is, you’ve all 
talked about the fact that there isn’t any clear line or 
delineation of responsibility for taxes collected and 
revenues allocated toward government services or gov-
ernment expenditures. In other words, Ontarians pay 
federal income tax, they pay GST, PST, an assortment of 
taxes, yet it seems that despite the growing number of 
taxes paid by Ontario’s corporations or Ontario’s in-
dividuals, we don’t seem to have the ability to invest in 
our infrastructure, whether it be social, whether it be 
R&D infrastructure, whether it be health infrastructure. 
Our per capita spending per student for post-secondary is 
the lowest across Canada. Our per capita spending on 
health care is the lowest. We can’t even seem to fund our 
own basic infrastructure like sewer and water mains or 
fund our municipal transit systems. 
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Don’t you think the core problem is the basic financial 
relationship that Ontario has within this present federal 
framework, that no matter what we do in terms of the 
priorities we have before us and the ones that Don men-
tioned that were very challenging for us as a ministry, 
fundamentally, unless we change that relationship so that 
Ontarians might be able to keep more of their money 
here in Ontario to invest back into Ontario, unless we fix 
that fundamental paradigm, we’re not going to get any-
where near making any substantive changes in the 
delivery of critical services that we all agree we need to 
deliver better in Ontario? I’ll just leave it open to any-
body who wants to comment 

Mr. Mackenzie: Let me start. First of all, I have to 
say I’m interested in your little rehearsal to be Ontario’s 
equivalent of Danny Williams: “We don’t get no respect 
here in Ontario.” 

Let me say seriously, though, without wanting to 
break your stride at all, I think it is fair to say that 
Ontario did get a big break in the late 1990s when the 
exchange rate dropped and manufacturing boomed in 
Ontario. We used it to accelerate the rate at which we 
were destroying our fiscal capacity. As a result—I think 
one of the reasons why we are in the state of fiscal 
imbalance that we are in now is that relative to the needs 
for public services in the province, we significantly, to 
steal a phrase from previous budgets that I’ve seen, 
overachieved on the fiscal capacity reduction side and 
we’re paying the price now. 

That’s why my view is that part of the long-term 
solution to the questions in front of this committee and 
the Minister of Finance is still measures needed to 
rebuild fiscal capacity. I’m sure everybody else at the 
table agrees. 
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Mr. Drummond: Sure, there’s a net federal with-
drawal of revenues out of Ontario, but of course if we’re 
going to have income redistribution in Canada, it has to 
come out of Ontario. There’s no precise point how much 
would come out of it. 

I think one thing that has happened in the past couple 
of months that should be very upsetting to Ontarians—
it’s very upsetting to me—is the new era on equalization. 
In the space of a couple of hours, the first ministers of 
this country destroyed the 54-year-old program. They 
totally turned its principle on its head. It will be $10.9 
billion a year, indexed at 3.5%, regardless of what the 
income disparities are. In fact, they might have a hard 
time discovering how to distribute it, because, in theory, 
if every province has the same revenue generating 
capacity, it will still be $10.9 billion, indexed at 3.5%. 
You know the argument with Newfoundland now. They 
seem to have a belief that even if they have the revenue-
generating capacity of Ontario, there will not be any 
changes in equalization. 

I’m not quite sure what one makes as an Ontarian 
about the fact that there is a net fiscal drag for the On-
tario government. In Ontario it has to be that way. Maybe 
our system is too big, I don’t know, but certainly on the 
specifics of the equalization program I think it’s 
absolutely outrageous what just took place. 

Mr. Mintz: First of all, I actually wrote down equal-
ization as one of my comments. In fact, if I were Ontario, 
I would strongly object to what’s going on right now. If 
you look at the past 20 years, there has been an equal-
ization in per capita incomes across the provinces. 
Alberta is still sticking out there, but if you look at the 
Atlantic provinces, they’ve been going up to the national 
average; BC has gone down to the national average, and 
Ontario has, I think, actually gone a little bit closer to the 
national average. Of course, they’re above the national 
average. 

But the main point is that, if anything, equalization 
should be costing less today, not more. To put it in as 
though we’re going to just keep increasing the amount—
3.5% per year for the next five years—just what are we 
doing with this program? What are we trying to achieve? 

Mr. Mackenzie: It’s also lost its connection with the 
original. 

Mr. Mintz: And that is a drag for Ontario. That’s a 
significant drag, because the federal government has to 
raise taxes to pay for that, and of course it makes it 
harder for Ontario to have fiscal capacity associated with 
that. So these issues get interlinked for that reason. 

But I want to also just mention—and this goes back to 
Mr. Flaherty’s question—that one of the things we’ve 
learned about countries is that when you have high eco-
nomic growth, these problems of fiscal capacity and 
everything else go away. From the point of view of the 
budget, I think there has to be a focus by the Minister of 
Finance on economic growth and what are the kinds of 
things that could be done to best generate economic 
growth. 

I would actually suggest that there are a couple of 
things that could be done. One of them, I think, is in the 

area of education. I’ll be looking forward to seeing what 
the post-secondary education report’s about. I teach at a 
university. Frankly, I don’t think the tuition fee levels are 
as problematical as people think, although I do think that, 
as Don has already pointed out, there may be some issues 
about the loan program and making it effective. But I 
also worry about secondary school students who are 
quitting school and not going on. I know that this gov-
ernment has interest in a higher age that’s going to be 
required for people to be in school and, actually, I want 
to say that I endorse that position. I think some of those 
things could help. They help in the long run. They won’t 
help in the immediate run, but I think they can help. 

The other thing is, I really think you have to worry 
about the business environment and Ontario being 
viewed as an attractive place. Frankly, raising the corpor-
ate income tax rate—you’ve heard me on this before—
from 12.5% to 14% was not a good announcement to the 
business community worldwide that Ontario was serious 
about attracting business investment. Things that were 
going on in the energy sector, in the power sector, were 
also not very conducive for generating, let’s say, a more 
positive outlook about Ontario, although I will say that 
the recent changes with the RFPs and some of the things 
that are being done to try to attract private sector in-
vestments in power, I think, are positive. But I’m worried 
there because there’s an issue of the distribution between 
risks and returns on some of those RFPs that I think you 
need to be concerned about as a government. 

This actually goes to my final point. I do think that 
infrastructure is important in certain areas; for example, 
border infrastructure, which the federal government plays 
a role in, and not just the Ontario government. I also 
think that it’s going to be very important to think about 
how to generate, let’s say, a frictionless border in the 
long run. This is both a federal issue and, I think, some-
thing that Ontario should speak about, because that’s 
going to be very important to Ontario’s being able to 
move those goods and services across the border. 

Finally, the business tax regime is still relatively high 
in Ontario compared to not just the United States but 
throughout the world. Tomorrow we’ll be releasing a 20-
country comparison of effective tax rates on capital—this 
is for Canada and aggregate—with the rest of the world. 
But since Ontario’s a little bit higher than the Canadian 
average, it’s not a good picture for Ontario in terms of 
what we look at relative to the rest of the world. When it 
comes to business investments, we are a high-tax 
country, which is why I’m very much in favour of tax 
reform, which isn’t necessarily a cut in total taxes paid as 
much as getting rid of some of the ineffective credits and 
putting that into capital tax reductions and corporate rate 
reductions, which still result in relatively high burdens 
for businesses and undermines productivity and technol-
ogical improvement in this province. 

The Chair: We have less than two minutes, so if you 
could put your question to just one of the persons. 

Mr. Colle: It doesn’t really matter to me; anyone can 
comment. As you know, we did listen to some advice 
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about phasing out the capital tax. We think that is one 
signal that we want to encourage employment invest-
ment. 

I guess we’re down to the real crunch here because, 
given Mr Drummond’s bank’s forecast, it assures me that 
we did the right thing to ensure we had enough money in 
contingency to cover such eventualities. It looks like, 
because of the high value of the Canadian dollar, the 
Ontario economy is not as buoyant as some other 
forecasters had predicted. We had forecasts in September 
of 3.5% growth for 2005, so there’s been a dramatic 
difference there. But hopefully we can take care of that. 
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In terms of what we have before us, we have to 
restrain costs, and that’s going to be a challenge. If we 
had one priority, should we put it into revenue gener-
ation, should we put it into one of the other three areas or 
should we just emphasize balancing the budget as our 
number one priority? I know it’s a difficult choice to 
make, but that’s the choice we’re going to have to make 
and recommend to the minister. So if we were to say one 
area of emphasis for this upcoming budget— 

Mr. Drummond: I’m not sure what you mean by 
revenue generation. If by that you mean trying to raise 
more revenues by cutting taxes, that’s easy—no. 

Mr. Colle: No, no, not by cutting taxes— 
Mr. Drummond: Or raising taxes. 
Mr. Colle: —but by perhaps investing in R&D, 

investing in colleges and universities, investing in certain 
initiatives for cutting-edge venture capital initiatives. 

Mr. Drummond: I don’t think you can view it as one 
step; it’s two steps. I think absolutely you have to balance 
the budget by 2007. I’d like to see it balanced earlier. I 
don’t think that’s feasible, but I don’t want to see a 
deficit hang on longer than that. Within that constraint, 
coming back to Mr Flaherty’s question, conceptually it’s 
easy. You want to move things away from consumption 
and toward investment. So on the expenditure side you 
have to move toward things that will encourage R&D, 
infrastructure, education, and on the tax side you want to 
move away from the heavy emphasis on income and 
capital and more toward the consumption side. 

The Chair: On behalf of the committee, I want to 
thank all three of you for appearing before the committee 
this afternoon for an hour and a half. We appreciate it 
very much. 

Mr. O’Toole: Chair, I’d just like to put a question on 
the table. I’d ask the three experts to give us their view 
with respect to deficit financing. 

The Chair: They can submit that if they care to. 
You’re not compelled to answer the question, gentlemen, 
but you can talk to Mr O’Toole directly. If you care to 
put that answer to the committee, I would ask you to give 
it to the clerk so that all members can share in that 
answer. Thank you very much. 

ONTARIO LAND TRUST ALLIANCE 
The Chair: I call on the Ontario Land Trust Alliance 

to come forward, please. Good afternoon. You have 10 

minutes for your presentation. There may be up to five 
minutes for questioning following that. I would ask you 
to state your name for the purposes of our recording 
Hansard. 

Mr. Christopher Baines: My name is Christopher 
Baines. I’m the vice-chair of the Ontario Land Trust 
Alliance. I don’t think I’ll actually need 10 minutes. I’ll 
try and keep this brief and quite simple. From the 
weighty matters that you’ve just been reviewing before 
you, what I have to say is relatively short, I would hope, 
and simple. 

For those of you who don’t know land trusts—I know 
Mr Flaherty, who I’ve met on many occasions; and Mr 
Colle knows this, because he’s been very helpful to us—
a land trust is essentially a charitable, non-profit organ-
ization dedicated to preserving and protecting environ-
mentally significant land. There are 34 land trusts cur-
rently in Ontario, and my organization, OLTA, is the 
umbrella organization, like the trade organization, of 
those 34 land trusts. There are 103 land trusts in Canada 
and 1,600 in the United States, and the grandfather or 
grandmother—I keep jumping back and forth in generics 
here—is the National Trust in England, which caused the 
birth of all of us, if you will. 

I’d just like to let you know that in Ontario we stretch 
from Rainy River to Kingston, from the Ottawa Valley 
right down to Sarnia. So we cover Ontario—well, I won’t 
say that completely—geographically. We’d certainly like 
to, and we have many more land trusts in the formative 
stages happening. 

Starting off, I’d like to say that we’ve run a program 
called the OLTA program—it started as the ONTA 
program—where we basically distributed $160,000 
worth of grants to the small land trusts, those being 
somewhere in the neighbourhood of $3,000 to $5,000. 
We had a goal of securing 1,000 acres from that program, 
with a value of $500,000 a year. We did much better than 
that. We secured 3,171 acres, with a value of $4.2 mil-
lion. On $160,000 in grants, that’s a return on investment 
of about 69 to 1—not bad numbers as far as how a poor 
little organization like ours delivers the goods, if you 
will, in achieving objectives of saving Ontario’s nature. 

The reason I’m here today—if I could, I would have 
brought flowers and candy—is to say thank you, most 
particularly to this government; to the Minister of Natural 
Resources; to the Minister of Finance; to Mr Colle and 
his assistant, Arthur Lofsky; and I extend that to Mr 
Flaherty when he was sitting in government. For many 
years we’ve been dealing with Ontario governments in 
regard to the implementation of a program called the 
community conservation lands component of the con-
servation land tax incentive program—a mouthful. 
Essentially what it represents is those land trusts in 
Ontario meeting the criteria, and we had some discus-
sions about what those criteria would be. They will now 
be exempt from paying municipal property taxes on those 
lands as long as they meet these criteria. 

What this effectively realizes to the land trusts is that 
they can take and reallocate those precious donor dollars 
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from having to pay property taxes to being able to use 
them in other operational capacities, such as the money 
required to acquire the land, the money for insurance, the 
money for monitoring etc. So in a real, tangible way, by 
implementing this program, the government has saved 
somewhere around $200,000, we believe, collectively, to 
the land trusts in the province, and we are most grateful 
for that. 

With apologies to John Kennedy, asking what this 
government can do for us, we would come to the finance 
committee at this point and say, having said that and 
being most thankful for what we’ve received to this date, 
we would still like to propose to you that there are other 
manners in which particularly the finance committee and 
the government of Ontario can assist the land trust 
movement. 

Specifically in the United States, there are 22 US 
states that take one small percentage of the land transfer 
tax, which in Ontario as you know is around $800 million 
a year. What we are suggesting is that 1% of the $800 
million be allocated to a green fund, if you will, or a 
green conservation fund, the purpose of which is to be 
used to fund these conservation-minded initiatives of 
land trusts, of conservation authorities and of other like 
registered charitable organizations dedicated to preserv-
ing land. 

Collectively in Ontario we have a very ambitious goal 
of preserving more green space. Our donor base, the 
people with whom we deal—and we put the touch on 
many different landowners at many different times to 
donate their land to a land trust—for whatever reason 
may not be comfortable in dealing with the government, 
either through the crown holding the land or indeed even 
selling it to the crown. Land trusts are much more 
efficient in the use of dollars. So what we would ask is 
that you assist us in the operational capacity to be able to 
further these goals of increasing the amount of green 
space saved. 

“How can we do that?” you ask. We say by adopting 
the model of what 22 states currently do; that is, take a 
look at the land transfer tax, take one small percentage, 
1%—it’s not a new tax—and allocate that off into this 
green fund. It would all have to be peer-reviewed. We’d 
set up all the rules as to how you could access it, what the 
monies would be used for, but essentially you are tying 
development in Ontario to the preservation of green 
space, and there’s a causal relationship. It’s not a new 
tax, merely a slight allocation. In this case it would be $8 
million. That would be negotiable if that’s too much. It’s 
better than what we’ve got right now. So we’d certainly 
like to take a look at that. 

The second recommendation we would ask is that 
MPAC—and you must understand that the meat and 
potatoes of what land trusts deal with is planning, is 
assessment, is MPAC, if you will. Even with this pro-
gram, we still have to deal with MPAC. We would 
request that MPAC be asked to establish a consistent 
practice of reducing property values by the value of the 
conservation easement registered on title. That sounds 

rather complicated but essentially, for the committee 
members’ knowledge, there are two ways of donating 
land. One is you can give the land freehold right to the 
land trust, such as the Nature Conservancy of Canada or 
any one of our other 33 members, and you get a tax 
receipt for that donation. We own the land and we have 
to steward it in perpetuity. Such gifts, as I tell potential 
donors, are not actual gifts of assets, because you can sell 
an asset, and a land trust would not intend to sell an asset. 
In effect, a gift you are giving us is a liability in that we, 
in perpetuity, have to ensure that this land is properly 
stewarded. Nevertheless, what we would ask is that 
MPAC be directed that they not take the value of the 
conservation easement and then transfer that to the 
remaining part of your property. 
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Specifically, if you owned 100 acres and you wanted 
to keep 10 acres for yourself freehold, and you wanted to 
donate a conservation easement, which is a restricted 
covenant registered on the title of the land that basically 
says, in perpetuity, the 90 acres can never be developed, 
you would receive a one-time tax receipt for the value of 
the diminution of that 90 acres. You still own the land, 
you would still pay property taxes on the land, but you 
could never develop that 90 acres. If you did, we would 
have to take you to court, because you’d signed a 
restrictive covenant. 

At any rate, our challenge with MPAC is that we are 
concerned that they essentially transfer the value of the 
conservation easement on to the other portion of the 
land—in this case, the 10 acres—that does not have a 
conservation easement on it. If you will, these are sort of 
ground rules that we would like to have a discussion with 
MPAC about. We are doing that, but we need more of a 
clear direction through legislation we see that would 
ensure that that wouldn’t happen. 

Likewise, we would ask that MPAC ensure that the 
property tax reductions from the conservation land tax 
are not transferred. Actually, I indicated that already. 

Land transfer tax: We’d ask if this committee could 
see its way through to making a recommendation to 
eliminate the land transfer taxes, the probate fees and the 
other forms of taxation on conservation land transactions 
to land trusts. Currently, if you donate your property to it, 
if it goes through an estate, we still have to pay all the 
other costs which any other body or individual would in 
regard to this land. Many jurisdictions in the States and in 
Canada have absented land trusts and charitable non-
profits such as ourselves from these costs. As with the 
property tax exemption, by exempting us from these hard 
costs, you would again assist the land trusts in using 
those precious dollars toward more operational costs that 
they need to do. 

In summary, I would just like to say, again, thank you 
very much for the conservation land tax incentive pro-
gram and all who helped in doing it. We’re most appre-
ciative of it, but if there are any other little housekeeping 
matters we could do, such as this one, we would be 
pleased to discuss that with you. 
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The Chair: Thank you. The questioning will go to the 
official opposition. 

Mr. O’Toole: Just quickly, as you know, before the 
legislative committee this session is Bill 135, the green-
belt legislation. It’s huge, very contentious. It’s a prop-
erty rights issue. We look at the Oak Ridges moraine 
when we were government, and they did form a trust 
there, which was really not a land trust so much as a fund 
to acquire lands through various means, some of which 
were very much like what you’re suggesting. Would you 
care to comment on how the government could move on 
Bill 135 with respect to some of that land as permanent 
agricultural? 

In fact, it’s really being used to its best and most 
optimal use to feed the people of Ontario. In many 
respects, it’s sort of like a land trust, technically. If its 
ultimate use is going to be agriculture, perhaps you’d like 
to comment. I’m sure, since you look at the overall use of 
land and the preservation of sensitive lands, you’d like to 
comment on Bill 135. 

Mr. Baines: I’m not going to get into the property 
rights issue. Certainly, our brothers in the United States 
are dealing with that in many cases in land trusts. I would 
say, however, that, again, like in England and in the 
United States, there are different types of land trusts in 
the natural progression. Most of the trusts that are cur-
rently here in Ontario are basically dealing with 
“environmentally sensitive lands.” 

What’s now occurring in the States—and we will see 
this happening in Ontario very shortly—is agricultural 
land trusts, and soon, I would put it to you, there will 
probably be cultural land trusts as well. The field that’s 
being used for baseball in a small community: It may be 
very important to that community to preserve that. Under 
the current legislation that we have, that baseball field, if 
it was owned by a land trust, would not be exempt from 
paying taxes under the conservation land tax incentive 
program. In the fullness of time, when agricultural land 
trusts finally do happen, hopefully those will address a 
lot of these issues. 

On the specific point about how you ensure that this 
land and this way of life are preserved, an agricultural 
land trust would be a wonderful mechanism for doing 
that. It, however, will need, if you will, the extension of 
the current conservation land tax incentive program 
exemption to cover agricultural lands, because right now 
it’s restricted specifically to the hard-core environmental. 
When we expand the horizon to allow these other land 
trusts in, as long as it’s peer reviewed and it meets the 
criteria that the industry and the public demand, that, I 
would think, would go a long way toward helping the 
objectives of Bill 135. 

Mr. O’Toole: I am dealing with it. As I said, the land-
owners may not be as comfortable as you, but as long as 
it remains in its primary use—that’s the Christian 
Farmers Federation of Ontario position. Basically, 
they’re in favour of it. Finding a mechanism under the 
challenges on their income side in agriculture today, with 
all the commodity prices tanking, they’re concerned that 

the cost through the taxes—really the same question you 
raised, the MPAC issue. It’s not going to be a very level 
playing field for them if they still have to pay, because 
it’s class 1 land, a very high level of tax on it and it has 
no future use under the Planning Act. So what do you 
recommend? 

There are going to be hearings, I think next Monday, 
in our area on that issue. Most of them want to maintain 
it in agriculture. It’s been exempted from them, it’s been 
pulled from them for any other potential use, severances 
and all these things. So it’s very much in the field you 
work in. If you have any advice, I’d be happy to receive 
it and put some voice to it. 

Mr. Baines: The agricultural domain is not my 
bailiwick actually, but as I said, it’s complicated, par-
ticularly when MPAC is involved in it as well. But I see 
that an extension, and I hope we will see it shortly, of the 
conservation land tax incentive program—a paradigm 
shift essentially is what has to happen with Ontarians. 
First, you accept the concept of environmentally sig-
nificant land that should be protected and exempted from 
tax. Then you must move to the area of agricultural and 
then presumably from there to cultural. 

The Chair: Thank you for your submission this 
afternoon. 

TORONTO DISASTER RELIEF COMMITTEE 
The Chair: I’d ask the Toronto Disaster Relief Com-

mittee to come forward, please. Good afternoon. You 
have 10 minutes for your submission. There may be up to 
five minutes of questioning following that. I would ask 
you to state your names for the purposes of our recording 
Hansard. You may begin. 

Ms. Cathy Crowe: My name is Cathy Crowe. 
Mr. Michael Shapcott: I’m Michael Shapcott. I’m 

the research coordinator for the Toronto Disaster Relief 
Committee, and Cathy Crowe is a street nurse and is a 
steering committee member. Cathy will begin by making 
some opening comments and I’ll conclude with a few 
brief remarks at the end. 

Ms. Crowe: Since I was last here to present to you, 
two interesting things have happened in my life. One is I 
was given the Atkinson economic justice award, which 
has given me the privilege of travelling around the prov-
ince, looking at homelessness and the housing crisis in 
different communities. The other is I was appointed to 
Toronto’s board of health, which means I have a great 
understanding now of what it’s like for you folks to be 
listening to deputation after deputation. I did that yester-
day. I’m just going to try to speak off the cuff and tell 
you from the front line why we’re obviously appealing 
for more housing money in the next budget. 

The last time I was at Queen’s Park, as you may 
know, I was arrested. Not something a nurse does every 
day, but I was. I was arrested for attempting to put up a 
tent-like structure with six other front-line workers to 
really demonstrate the need for the Ontario government 
to keep its promises to roll out some housing money to 
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not just Toronto—I’m not just doing this for homeless 
people in Toronto, but for across the province. 

A quick snapshot of what we’re seeing now and why 
it’s a problem is obviously an enormous number of 
people sleeping outside, whether it’s in York region on 
farmlands or in cars or in Toronto. Everybody knows the 
visible homelessness in Toronto. I was in Windsor last 
week, and every city I go to, it’s the same situation: not 
enough shelter beds for families, and for women in 
particular, and organizations that are dying to create 
housing. They’re just waiting for the monies to do that. 
1450 

Our current emergency right now is that we’ve just 
had our seventh case of active tuberculosis diagnosed in 
the homeless community in Toronto. That has also in-
fected two front-line workers. There’s massive bedbug 
infestation. Cities just can’t grapple with what to do next 
without some rent supplement monies or other ways to 
start leveraging monies to move people from shelters into 
housing. That can happen through helping people get on 
ODSP, because people do have serious health problems, 
but also the rent supplement monies that we learned 
worked in the tent city situation. 

Just to give you a snapshot, the picture is very dire. 
We can only do so much outreach and provide so many 
sleeping bags to people without having the need for 
places to actually put people into. I have been shocked 
that I’ve been hearing that in other communities, like 
Sudbury, for example, London and my hometown of 
Kingston. Being in Toronto, you become very egocentric 
about the city. To realize that it’s as severe in other 
communities has been quite shocking for myself. 

I’ll turn it over to Michael, who will articulate what 
our situation demands are. 

Mr. Shapcott: I regret to say that we don’t have 
anything new to bring in terms of messages this year. Our 
message this year is exactly the same as the message we 
delivered last year, and I see some of the same faces 
around the table. I do want to say to you that in light of 
the urgent situation that Cathy Crowe has just outlined to 
you, this year we would ask the committee, in its 
recommendations to the Legislature, to underline the 
urgency of real action on homelessness and real action to 
build new affordable housing. 

We think two things need to be done, and they’re 
outlined in our submission. First of all, we are asking the 
government to take very concrete steps to move ahead on 
the promises the government made back in the fall of 
2003, when, as the Liberal Party, they were campaigning 
for election in Ontario. A number of very specific 
promises were made under the heading of rebuilding 
public services. We set out some of these promises on 
pages 4 and 5 of our written submission. The Liberal 
Party promised 20,000 new affordable housing units for 
needy families. They promised a housing allowance 
program for 35,000 families. They promised a provincial 
rent bank to help tenants with short-term arrears, to put a 
priority on the development of affordable housing on 
government-owned lands, to create a new mortgage 
facility to assist in the development of new affordable 

housing, and also to put a priority on 6,600 new sup-
portive housing units for those with special needs. 

At the time, we said that was a good start. It wouldn’t 
be a complete program, but it would be a good step 
forward. Quite substantially later, we’ve had at least one 
budget, and we’ve seen virtually no movement on the 
key promises of new affordable housing, new supportive 
housing and new rent supplements. We’ve seen a small 
number of small announcements but nothing substantial. 
Therefore, our message today to the committee is to 
underline that we think those promises should form the 
basis of the first step forward. 

On page 6, the final page of our presentation, is what 
we think is the program that the government should in 
fact adopt, and we’d ask the committee to adopt this 
program. It would be a program to increase the social 
housing supply in Ontario on an annual basis by 13,000 
units, to fully match the federal affordable housing pro-
gram, which would be a 2,000-unit-per-year commit-
ment. We’d ask the province to reassume responsibility 
for funding existing social housing. This was a decision 
made starting in 1998 by the previous government, to 
download the cost and responsibility for administering 
social housing, and it’s created a serious burden for 
municipalities. We also want the government to move 
ahead on its promise of rent supplements. We’re propos-
ing a minimum of 10,000 new rent supplement units 
annually and, in addition, 27,000 rent supplements to be 
tied to the new supply program, to ensure that new 
housing is truly affordable. Those are our very specific 
recommendations. 

I want to end and allow time for discussion and ques-
tions.  

We believe, in light of the disaster, that now is the 
time for this committee to take very concrete action to 
move ahead. I’d also point out that we are asking, 
although we haven’t costed it out, that while the housing 
is being built there is a continuing need for emergency 
shelters, temporary shelters for homeless people in 
almost every part of the province. The province does pro-
vide a per diem but the per diem is lower than the actual 
operating cost, so we’d ask the committee to recommend 
an increase in that per diem. 

You will be hearing in a couple of days from a 
network we’re part of called the Low-Income Energy 
Network, which is setting out a comprehensive strategy 
to deal with energy poverty and the problems created for 
low-income households as energy costs are increasing. 
We’d ask you to give favourable consideration to that 
report when it’s released on Thursday. Thank you very 
much. 

The Chair: This round of questioning will go to the 
NDP. 

Mr. Prue: Just to deal with the second-last point first, 
the cost of per diem right now is around $41, I think. 
We’ve had several groups come forward and ask that it 
be raised to $50 or $51. Is that sufficient? 

Mr. Shapcott: I think it should cover the actual 
operating costs. The costs of running a shelter vary from 
place to place in the province, and they also vary based 
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on the needs of the shelter clients. One of the reasons 
costs can go up is because some homeless people do have 
needs in addition to just the need to have a temporary 
warm, clean, safe and healthy place to live. They may 
have medical needs, mental health or other needs, and it 
requires money to support people with those needs. 
Certainly putting it up to $50 would be a step in the right 
direction, but we think what the government should be 
doing is covering the real costs of operating shelters 
across the province. 

Mr. Prue: I’d just like to go through the promises that 
were made. I know there was one group—not you but 
another group—called ISARC, the Interfaith Social 
Assistance Review Committee. They gave the govern-
ment an F in housing and said they’d done virtually 
nothing. I just ask if you can tell me what you are aware 
of that the government has done on its plan to build 
20,000 new housing units for needy families. How many 
houses have been built in Ontario? 

Mr. Shapcott: We’ve had some announcements but 
we’ve had very few new homes. The critical problem is 
that the government said it would accomplish that by 
fully cost-sharing, fully matching the federal contribu-
tions. The previous government offered $2,000 per unit. 
The current government has offered no more than $2,000 
per unit, so they’re doing no better than the previous 
government. 

Mr. Prue: The housing allowance for low-income 
families? 

Mr. Shapcott: We’ve had an announcement of a pilot 
project that was made a few weeks ago. Both Cathy 
Crowe and I were at that announcement. It was 400 rent 
supplement units and it was mainly because some 
landlords were willing to throw a bit of money in the pot 
and a charity was willing to organize it. It was not, by 
any means, a housing allowance for 35,000 families and 
nothing near the kind of program that was proposed by 
the Liberals. 

Mr. Prue: So they’re around 1%. They’ve done 400 
families. 

OK, the rent bank? 
Mr. Shapcott: Yes, that has been implemented. That 

was only a one-year rent bank, though. Sad to say, the 
problem of short-term arrears is an annual problem and it 
does need to continue to be replenished, so that’s a real 
concern. 

Mr. Prue: So that will have to be in this year’s budget 
if it’s to continue? 

Mr. Shapcott: Yes. 
Mr. Prue: OK. Housing on Ontario-owned lands? 
Mr. Shapcott: We’ve not seen any indication that 

policy has been put into practice in terms of committing 
funds or a mechanism to ensure that government-owned 
lands are in fact turned over for affordable housing. 

Mr. Prue: Supportive housing, 6,600 units: How 
many have been built? 

Mr. Shapcott: We’ve seen an announcement just 
recently from the health minister which apparently in-
cluded a supportive component, but it’s very hard to 

determine exactly the numbers and so on. So there have 
been some announcements but we haven’t seen any sub-
stantial progress on that either. 

Mr. Prue: No spades in the ground anywhere? 
Mr. Shapcott: No. 
Mr. Prue: I still have time, I trust? 
The Chair: One minute. 
Mr. Prue: What you’ve asked for is the expenditure 

of—it’s quite a bit, but I guess it’s not that much—1% of 
the budget of Ontario to build supportive housing. That 
would be $700,000—sorry, $700 million? 

Mr. Shapcott: It’s slightly more. Since we launched 
the 1% campaign back in 1998, governments at all levels 
have been cutting spending, so what was 1% back then is 
now, because of the math—we’ve stuck with our original 
numbers, so we’re slightly more than $700 million, plus, 
of course, we’re asking that the province reassume 
funding for social housing, which is another $850-million 
pot on top of that. 

Mr. Prue: And you’d like a significant portion of that 
to come forward in this year’s budget? 

Mr. Shapcott: When we launched our 1% campaign, 
1% of the provincial budget was about $900 million, and 
that was the amount we asked for. That’s roughly what 
we’re asking for now, plus the province reassuming 
funding for existing social housing. 

Mr. Prue: To date, how much do you think the 
government has spent? 

Mr. Shapcott: They’ve announced something in the 
range of $60 million, but we have some difficulty con-
firming those dollars exactly. I would say it’s quite 
considerably less than that. 

The Chair: Thank you for your presentation this 
afternoon. 
1500 

RETAIL COUNCIL OF CANADA 
The Chair: I would ask the Retail Council of Canada 

to come forward, please. Good afternoon. 
Mr. Doug DeRabbie: Good afternoon. 
The Chair: You have 10 minutes for your pres-

entation. There may be up to five minutes of questioning 
following that. I would ask you to state your name for the 
purposes of Hansard. 

Mr. DeRabbie: My name is Doug DeRabbie. I’m the 
director of government relations for the Retail Council of 
Canada. Thank you for the opportunity to appear before 
you today. I will try to move through the presentation 
quickly so that we have some opportunity for questions. 

The Retail Council of Canada has been the voice of 
retail since 1963. We represent an industry that touches 
the daily lives of most people in the province. Like most 
associations, we are not-for-profit and are funded through 
dues revenues. Our 9,000 members represent all retail 
formats: mass merchants, independents, specialty stores 
and on-line merchants. You will notice from our presen-
tation that 90% of our members are small, independent 
retailers and over 40% of our membership is based in 
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Ontario, which is consistent with industry averages that 
you’ll see later. 

The retail industry is a dynamic and fast-paced in-
dustry. Nationally, it contributes more than $330 billion 
annually to the economy. That represents about 5.6% of 
the GDP. In Ontario, we’re currently posting about $105 
billion as of October, but we expect that to push up to 
about $125 billion when the final numbers for last year 
are in. This represents more than 5% of the provincial 
GDP. 

The retail sector touches every corner of the province 
and, as I said, there are two charts in your presentation 
today that give a little bit of a breakdown of what the 
retail sector looks like in some of the major cities across 
the province, both by number of establishments and by 
number of employees. 

Despite its significant size and scope, retail really is 
dominated by small business. The majority of our mem-
bers employ fewer than four people. When you see the 
“indeterminate” sector in graph 3, indeterminates are 
actually companies with no payroll; they are sole pro-
prietorships, mom and pops. They don’t have a payroll; 
they don’t employ a single person. 

Approximately 70% of the retail sector has sales of 
less than $500,000, and about 89% of the retail sector has 
sales of less than $2 million. So this is really small 
business we’re talking about. We talk about the Wal-
Marts or the Bays or the Sears, but they are really in the 
minority, at about 3% of the industry. 

Retail is Ontario’s second-largest employer, with 
almost 750,000 employees in the province. I think it’s 
actually a little-known fact, but we rank right behind 
manufacturing—you can see that in the scale—and well 
ahead of health care, the tourism industry and others. It’s 
just a huge industry in terms of employment. 

Taking a look at the economic review and outlook, for 
Canadian retailers 2004 was a welcome return to a more 
normal environment after the Old Testament afflictions 
of 2003. Statistics Canada data indicate that retail sales in 
2004 have continued the solid trend established in the last 
months of 2003, with sales advancing steadily most 
months. Results for Ontario, however, are significantly 
lower. Year-to-date sales show Ontario’s growth at 2.3%, 
lagging significantly behind the national average. Also of 
interest is that Ontario’s relative performance appears to 
have weakened over the course of 2004. 

In RCC’s opinion, it is the new tax levied in last year’s 
budget, the Ontario health care premium, that is likely the 
main reason for the drop in Ontarians’ spending. An 
analysis done for RCC by Statistics Canada provides a 
measure of the impact of the new tax on household 
disposable income. On average in 2004, Ontarians lost 
0.3% of disposable household income due to the new tax. 
When the tax is fully phased in, this loss will jump to an 
average loss of 0.5% of disposable income in 2005. 

Ontarians hit the hardest have household disposable 
incomes between $35,000 and $100,000. For these 
families, the average loss of disposable income amounts 
to 0.8%, which is between $403 and $871 each year. This 

is a significant amount of money for many households. 
Moreover, these households may not have felt the full 
impact of the health care premium during the last months 
of 2004, as their other legislated deductions such as CPP 
and EI had maxed out and been stopped. Coupled with 
post-holiday debt, it is likely that many Ontarians will 
suddenly face reduced circumstances in the new year and 
may well rein in their spending for at least the first few 
months. 

As a result, RCC expects sales performance in Ontario 
to grow slowly this year, at a rate lagging behind the rest 
of the country. Retailers may also see hits to their 
margins and profits as competition intensifies to serve 
consumers searching even more aggressively for the best 
deal. 

In terms of trends in the industry, consolidation 
continues as consumer preferences are still shifting to-
ward the larger companies and formats. Mass merchants 
are taking considerable market share away from in-
dependents. Meanwhile, independents are really strug-
gling at this point in time, and their success is going to 
hinge on finding that niche marketplace where a large 
retailer can’t attack. They’re really struggling with that. 

Just to move on to some general fiscal policy advice: 
Retailers are encouraged by the finance minister’s 
commitment not to increase taxes in this year’s budget, 
and they also appreciate the government’s plan to keep 
spending under control. However, retailers are looking to 
the government to follow through on its promise to en-
courage economic growth. Since October 2003, retailers 
have been grappling with a rash of government policies 
that are hindering their ability to remain competitive, 
including increases in energy prices, increases in the 
minimum wage, increases in blue box program fees and 
increases in red tape. If Ontario is to be the engine of the 
nation’s economy, then it must work immediately to 
improve its performance of the past 18 months. 

When the finance minister appeared before the com-
mittee last month, he suggested a list of seven questions 
to be asked of witnesses during pre-budget consultations. 
The proposals that RCC is bringing forward today 
effectively respond to each of these questions. Spe-
cifically, our proposals will help constrain spending and 
modernize government; eliminate duplication and waste; 
streamline regulation and enforcement and improve 
service to the public; inspire economic growth; improve 
transparency and accountability; and offer ideas for 
partnerships with the federal government. 

In order for these proposals to have a positive impact, 
the government has to lay the necessary foundation. So in 
terms of some advice, we think the most important thing 
the government can do right now is sustain consumer 
confidence. That needs to be done by removing impedi-
ments to job growth, not adding them. It needs to be 
done, obviously, by balancing the increases that have 
already been done with stabilizing spending. We think 
the budget needs to be balanced sooner rather than later, 
because deficit budgets certainly do have a seriously 
negative impact on consumer confidence, which is going 
to affect the economy. 
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Moving on to something that we think you can do: As 
I mentioned, we’re the second-largest employer, and the 
employer health tax, EHT, is a profit-incented tax that 
hits employers—large employers more adversely than 
others. We supported the elimination of the EHT on the 
first $400,000 of payroll back in 1996. Ontario is 
currently one of only five provinces that has this kind of 
tax, along with Newfoundland, Manitoba, Quebec and 
the Northwest Territories. In fact, Manitoba exempts the 
first $1 million of payroll. The exemption level helped us 
create over 84,000 new jobs between 1996 and 2003, and 
our message to you today is that it’s time to increase the 
exemption threshold to at least the first $600,000 of 
payroll in order to increase jobs, improve income levels 
and stimulate domestic spending. 

Next, I would like to talk about training tax credits. 
Our industry is facing a severe labour shortage in the 
coming years. We as a sector have identified this as one 
of our top priorities, and we’ve thrown considerable 
resources, both staff and financial, at dealing with it. 
We’ve launched what we call the “retail as a career” 
initiative, which has training models such as first-level 
managers and sales associates. This is really to help 
people who enter the retail workforce work their way up 
to management positions. 

As you know, the government late last year adopted its 
employee training tax credit. This is an important initia-
tive; however, it is geared primarily to the construction, 
industrial and manufacturing sectors. We’re asking today 
that you consider extending the training tax credit to the 
service sector, and particularly to the retail sector, so that 
more employers can benefit from those training programs 
and really help to develop the skill sets within the retail 
sector. We encourage you to move forward with that. We 
think that’s a really positive thing that the government 
can do. 
1510 

Regarding energy conservation, I am pleased to say 
that this is an area that our members are actively involved 
with. In fact, all retailers recognize the value of con-
serving energy, both from a responsible corporate citizen 
perspective and from an economic perspective. What we 
are asking for today is help from the government to allow 
our members to build upon their successes. Specifically, 
we would like to see the government offer a number of 
financial incentives, as well as develop a variety of edu-
cation and awareness programs. This would also go a 
long way to helping the government achieve its objective 
of reducing energy demand by 5% by 2007. 

Moving on to environmental levies, this is increas-
ingly becoming a concern for retailers, as governments 
look to industry to fund all the various recycling pro-
grams that are out there. Our members support these pro-
grams and, in fact, are actively engaged in each and 
every program across the country. Given the significant 
impact these programs have on both businesses and 
consumers, we feel that the Ministry of Finance should 
play an active role in developing, approving and imple-
menting recycling programs here in Ontario. Moreover, 

we are calling on the ministry to advocate for the har-
monization of these programs in order to ensure that they 
are administratively efficient for businesses to imple-
ment. To ensure transparency, we’re calling upon the 
ministry to recommend that retailers be allowed to show 
environmental levies on the sales receipt. 

For many years, RCC has pressed for harmonization 
of provincial sales taxes with the GST. We believe the 
value-added nature of the GST is much superior to the 
retail sales tax model. As well, harmonization of com-
modity taxation into one system would bring important 
economic benefits and savings to governments and 
taxpayers. Accordingly, we are urging the Ontario gov-
ernment to work with the federal government to pursue 
harmonization. The one caveat we have here, however, is 
that any such system must allow retailers to display 
prices tax-out in order to ensure that consumers receive 
the benefits of harmonization. 

The Chair: You have about a minute left. 
Mr. DeRabbie: OK. Looking at the taxation of 

business software, Ontario levies the PST on the full cost 
of software that is loaded on the server located in the 
province, regardless of where the software is used. This 
policy is not consistent with what is followed in other 
provinces. They tax the purchase of such software 
because it is used in the jurisdiction. The amount of tax 
required to be paid is proportional to the relative use of 
the software in the jurisdiction. So basically, we are 
looking for Ontario to bring its policy into line with that 
of the other provinces. 

In closing, I’ll note that there are two other briefings 
in your book. Both are tax simplification issues: one on 
bottled water and one on herbals and naturals. The issue 
with those is that Ontario applies PST differently to those 
products than other provinces or than the federal govern-
ment does with GST. We’d ask, just for simplification, 
that Ontario move to streamline the application of PST 
on those items. We’re not going to say whether you 
should exempt them or tax them. We’re just going to say, 
make it simple and streamline it so retailers know what 
they’re charging PST on and what they’re not, because 
there’s a lot of confusion in the marketplace about that. 

Thank you again for your time today, and I hope that 
leaves time for questions. 

The Chair: Thank you, and this round of questioning 
will go to the government. 

Mr. Wilkinson: Great. Hi, Doug. Thanks for coming 
in today. We appreciate it. This is a great brief you’ve put 
together, because you’re one of the few people who 
actually listened to what the minister said back in the 
beginning of December when we started this process and 
actually tailored your remarks to those things. So all of 
the members of the committee really appreciate that. 

I just want to go over a couple of things that you were 
talking about. Of course, your sector is very important to 
the health of our province. That’s without question. 

I guess my concern is a couple of things, some 
comments you were saying. Balance the budget this year: 
That would be ahead of plan. I can assure you that would 



18 JANVIER 2005 COMITÉ PERMANENT DES FINANCES ET DES AFFAIRES ÉCONOMIQUES F-1385 

not be done without massive job layoffs, which I would 
assume would depress the retail market in Ontario 
substantially. So I’m sure the minister is going to stay his 
course on getting us in balance over the mandate, as we 
stated. 

I guess my other concern is to just let you know there 
have been quite a few people in here lately telling us that 
we should scrap the $400,000 on the employer health tax. 
You’d like the exemption on that raised to $600,000. 
They’re very unhappy with that. So just so you know, it’s 
good that you came and mentioned that. We’re hearing 
the other side of the argument, because we’ve heard quite 
a bit of that today. 

I just wanted to talk to you about the training tax 
credit on the retail sector. We are very committed to 
trying to build up apprenticeship, the skilled labour side. 
I think traditionally we’ve all thought of that as mech-
anics and carpenters and bricklayers, but could you kind 
of flesh that out for us a bit? 

Mr. DeRabbie: Sure. Actually, we had a very good 
meeting this morning with the Minister of Training, 
Colleges and Universities to look at ways we can work 
together to develop skills in the retail sector. We see 
ourselves as the portal to the world of work, and what 
we’d like to be able to do is get the government to the 
table on this important initiative. 

It’s quite interesting. With retailers, you still have 
people who can start off as a cashier or as a clerk and end 
up as the president or CEO of a company, as is the case 
with the president of Wal-Mart Canada. So I think what 
we’re really looking for is recognition by the government 
that this is important and then looking at ways we can 
work together to certify workers, to train them, to work 
with internationally trained workers and, through doing 
so, improve the economy of the province. 

Mr. Wilkinson: And then build up those skill sets and 
identify that. If we’re able to successfully sign a labour 
market agreement with the feds, I think there are some 
great possibilities here in Ontario for that. 

We face a tremendous challenge in the province in 
regard to energy and a renewed focus on conservation 
after all of these years, and you’re saying retailers in 
Ontario want to play a part in that. Can you be a bit more 
specific about how you see that working? 

Mr. DeRabbie: We had actually appeared before the 
Conservation Action Team last fall and talked about the 
initiatives that our members are working on, as well as 
looking at the barriers they face and the incentives they 
would like to see. We certainly would like to see 
financial incentives. I think that would be important for 
energy-efficient technology, looking at incentives for 
new buildings to put in energy-saving controls and 
incentives for retailers to purchase energy-efficient 
equipment. But I think we can also work together on 
having education and awareness programs, both for busi-
nesses and for the public. I think if we can have some 
sort of a program that identifies and promotes companies 
as power-smart consumers, that would go a long way to 
engaging retailers in this area and having them build 
upon the successes that we have achieved already to date. 

Mr. Wilkinson: That’s great. The material that you 
could get specifically, you’re seeing that more from a 
branding and maybe an exemption on the PST type of 
idea? 

Mr. DeRabbie: Certainly. It’s interesting because, of 
course, it’s different when you look at large retailers 
versus small retailers. Large retailers see this as an 
economic benefit for them because they can substantially 
reduce their energy costs. With smaller retailers, it’s 
engaging them on other levels, and one of them is 
through marketing. As I mentioned, it’s a tough world 
out there right now. Independent retailers are struggling 
with a lot of different pressures, and one of the things 
they can use to stand out from their competitors is being 
environmentally friendly or power smart. I think if a 
program comes up geared to small retailers, that would 
help them buy into this. 

The Chair: Thank you for your submission this 
afternoon. 

CO-OPERATIVE HOUSING FEDERATION 
OF CANADA, ONTARIO REGION 

The Chair: I call on the Co-operative Housing Feder-
ation of Canada, Ontario region, to come forward, please. 
Good afternoon. You have 10 minutes for your presen-
tation. There may be up to five minutes of questioning 
following that. I would ask you to state your names for 
the purposes of our recording Hansard. 

Ms. Lori-Anne McDonald: I’m Lori-Anne 
McDonald. 

Mr. Harvey Cooper: I’m Harvey Cooper. 
Ms. McDonald: I would begin by thanking you all for 

allowing us to make this presentation on behalf of more 
than 125,000 members living in 550 housing co-
operatives in Ontario. 

Housing co-operatives want to continue helping to 
meet the affordable housing needs of Ontarians. In our 
presentation today, we’ll focus on a number of key hous-
ing issues that the Ontario government should consider as 
it prepares its 2005 budget: (1) meeting the government’s 
housing commitments; (2) the state of housing in 
Ontario, a dilemma of supply and demand; (3) the afford-
able housing crisis, which is unaffected by increased 
vacancy rates; (4) improving the federal/provincial 
affordable housing program; and (5) protecting the 
viability of existing community-based housing. 

We’ll start with (1), meeting the government’s hous-
ing commitments. Co-operative housing members ap-
plauded the new government’s housing commitments, 
especially the promise to match federal funding under the 
affordable housing program to create 20,000 units of 
affordable housing in its first term. Together with the 
Ontario Liberals’ pledge to fund housing allowances for 
35,000 households, this was heartening news. Unfor-
tunately, in the 2004 budget, the province decided not to 
fund these commitments. 

Was this decision due to a misreading of the current 
rental housing market, in particular the increasing 
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vacancy rates? In fact, the recent easing of vacancy rates 
is caused by a combination of extraordinary and temp-
orary factors that should not mask the underlying need 
for more affordable housing supply. 
1520 

Let’s talk about the state of housing in Ontario, a 
dilemma of supply and demand. In July 2004, the Ontario 
region of CHF Canada and the Ontario Non-Profit Hous-
ing Association, ONPHA, jointly published Where’s 
Home? 2004: A Picture of Housing Needs in Ontario. 
This report takes a comprehensive look at housing issues 
across Ontario and in 21 selected municipalities. Where’s 
Home? illustrates trends in rents and vacancy rates, rental 
housing development, tenant incomes and housing 
affordability. It is based on data provided by CMHC, 
Canada Mortgage and Housing Corp., and Statistics 
Canada. We have on hand copies of the full report, which 
I was waving in the air, that can be provided to any 
committee member interested. Although it gives you all 
the detail, some of the highlights include: 

Many households simply cannot afford available rents. 
Social housing waiting lists across the province remain 
long and continue to grow. Households on these waiting 
lists are conservatively estimated to number over 
160,000. 

An incredible 270,000 Ontario renter households, or 
20% of all renter households in the province, pay over 
50% of their income on rent. 

Rental production in the late 1980s and early 1990s 
averaged more than 14,000 units annually. With the exit 
of senior governments from the housing field, this figure 
has declined to just over 2,000 units per year since 1995. 

CHMC estimates demand for additional rental housing 
in Ontario to be about 16,000 households per year. 

Let’s talk about the affordable housing crisis, which is 
unaffected by the increased vacancy rates. While it’s 
tempting to embrace this as good news, that there is an 
increase in the vacancy rates, there is more to the picture. 
Many years of low vacancy rates and rent increases 
higher than inflation have distorted the market funda-
mentals for renters. A variety of factors are at work in the 
loosening of vacancy rates, including the following: 

There has been a dramatic increase in rents in recent 
years, particularly because of vacancy decontrol, with 
increases at double the rate of inflation in some munici-
palities. 

Conditions for owning homes or condominiums have 
improved. Low, stable mortgage rates have temporarily 
reduced demand for rental housing. The current principal 
and interest carrying costs on Ontario’s average-priced 
resale home remain very low by historical standards. 

Net migration to Ontario has come off its 2001 peak, 
reducing pressure on rental demand. This may well 
change with the arrival of immigrants from tsunami-
ravaged southern Asia.  

Many young adults who would normally rent their 
own apartments are staying at home longer, due to rela-
tively high youth unemployment. 

Overall, it is important to remember that vacancy rates 
are cyclical. One can envision rates dropping as rapidly 
as they recently rose with increased interest rates from 
today’s historic lows, return of normal immigration 
levels, and the slowing of graduation to home ownership 
as the pool of tenants with down payments dries up. 

Let’s talk about improving the federal-provincial 
affordable housing program, and I know you heard about 
this a little bit earlier. 

Over three years ago the federal and provincial gov-
ernments formally committed to the affordable housing 
program in Ontario. Because of serious program flaws 
and the lack of a matching provincial financial commit-
ment, only a fraction of the promised units have been 
allocated under the program. The affordable housing 
program was planned by the previous Ontario govern-
ment as a short-term, private rental supply program. 

In the past year, we have made two submissions to the 
province proposing changes to the program that would 
help ensure that the public investment results in perman-
ently affordable housing. As the province plans for the 
2005 budget year, we are asking it to consider the 
recommendations that we set out in our report and that 
I’m going to review with you. 

The province should provide capital grants to fully 
match the federal funding now available under the 
affordable housing program. The AHP was designed as a 
cost-shared program of the federal and provincial gov-
ernments providing up to a total $50,000 per unit in 
capital grants. The previous provincial government was 
willing to fund only about 10% of the provincial share, 
relying on municipalities, the private sector and other 
community partners to come up with the remaining 90%. 
The Ontario Liberal government has not yet increased its 
contribution beyond the $2,000 per unit committed by 
their predecessors. 

The Ontario government should redesign the afford-
able housing program to focus on developing not-for-
profit housing to ensure long-term affordability and value 
for the public investment. New supply initiatives by the 
province should focus on developing permanently afford-
able, non-profit housing. Co-operative and other forms of 
non-profit housing have proven over time to provide the 
best return on public investment. Many earlier govern-
ment housing programs, based in the private sector, have 
been unsuccessful. The poorest households have had 
little access to the housing, the units have not remained 
affordable and there has been little accountability to the 
taxpayers. 

Provincially funded rent supplements should be pro-
vided for at least half of the 20,000 units to be developed 
under the program. The most glaring fault of the current 
affordable housing program is that it does not serve the 
hundreds of thousands of Ontario households on social 
housing waiting lists. As designed, the program sets the 
market rents to match CMHC’s average local rent. To be 
considered affordable, at least half of the promised 
20,000 units in the program must be accessible to low-
income households on a rent-geared-to-income basis. We 
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suggest that the government use a portion of their pro-
posed $100-million housing allowance program, merged 
with the affordable housing program, to provide these 
rent supplements. 

The government must produce a mix of not-for-profit 
housing, including co-operatives, private and municipal 
non-profits, and supportive housing. The province should 
produce a mix of affordable housing to meet a range of 
needs. For the past three decades, most government 
housing programs have been designed to achieve this 
goal. Unless the province clearly targets a range of 
housing solutions for funding, underresourced com-
munity housing options, including co-operative housing, 
will continue to be marginalized. 

The province should redesign the affordable housing 
program to ensure that the program works for smaller 
community-based housing organizations. Under the 
affordable housing program, non-profit and co-op pro-
ponents struggle with lack of equity and front-end cash 
flow. These problems must be addressed, and we have a 
few suggestions listed in our report. 

We must protect the viability of existing community-
based housing. The Ontario government should provide 
funding in the 2005 budget to top up the capital reserves 
of all co-op and non-profit housing providers operating 
under the Social Housing Reform Act to a level that will 
enable them to pay for the future replacement of their 
capital needs. 

The Vice-Chair (Mr. Phil McNeely): You have one 
minute left. 

Ms. McDonald: Thank you. The long-term viability 
of the social housing stock administered by munici-
palities is at serious risk. While the housing was still 
under provincial administration, the province imposed a 
moratorium for several years on the funding of reserves. 
We are now estimating that this shortfall is anywhere 
from $500 million to $1 billion. One immediate measure 
the province should consider is leveraging the govern-
ment’s preferred interest rate under the proposed 
mortgage partnership or the infrastructure financing 
authority to allow providers easier access to capital 
financing for significant repairs. 

The province should and must commit to a com-
prehensive review of the Social Housing Reform Act and 
include the co-operative housing sector as a key stake-
holder. Unfortunately, the Social Housing Reform Act 
has failed to deliver the more businesslike and reliable 
operating framework that co-ops had hoped for. In fact, 
in some respects, the funding arrangement under the act 
is less secure than ever. These problems must be 
addressed as part of a comprehensive review of the act. 
This is the number one priority for Ontario housing co-
ops. The SHRA is undermining the community-based 
housing model that government turned to more than 30 
years ago as an alternative to large-scale, government-
owned and managed housing. Of course, we have put 
these recommendations forward to the Honourable John 
Gerretsen as well. 

In closing, the co-operative housing in Ontario is a 
well-documented success story. I am proud to be the 

president of the Ontario council for CHF, and I am proud 
of our history. For more than three decades, co-ops have 
provided good quality affordable housing owned and 
managed by community residents who live there. We 
look forward to working with the provincial government 
to strengthen these communities and develop more co-op 
housing to meet the needs of Ontario citizens. 

Once again, I’d like to thank all the members of the 
committee for this opportunity, for giving me a chance to 
express my views today. Thank you very much. 

The Vice-Chair: Thank you for your presentation. 
We’ll now go to the official opposition. 

Mr. Flaherty: How much time do we have? 
The Vice-Chair: Five. 
Mr. Flaherty: Five minutes. What’s the growth like 

in the co-op world in Ontario? How much new co-op 
development is there? 

Ms. McDonald: Virtually none, but— 
Mr. Cooper: In the last, I guess, 10 years, since the 

federal government and the provincial government exited 
from the field, we’ve seen a handful of co-op units 
without government assistance come on board across the 
province, but it’s very small in number. 

Mr. Flaherty: I know in one of my own communities, 
in Whitby, that we have a significant co-op presence 
that’s popular and well-run and serves significant hous-
ing needs. What’s the resale market like? 
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Mr. Cooper: Well, these are non-profit in perpetuity, 
so when residents move out of the co-operative, they 
don’t pass their units on to anyone. It goes to somebody 
else on the waiting list. 

Mr. Flaherty: I didn’t put that properly. I meant to 
say “demand.” What is the demand like in terms of 
waiting lists? 

Mr. Cooper: The waiting lists, as noted in our brief, 
are quite lengthy. It would probably take, in different 
areas of the province, five years, six years, seven years; 
maybe in some of the smaller communities two or three 
years, but certainly in the major urban areas, including 
Oshawa, I think five years would be a reasonable expec-
tation for perhaps somebody to wait to get in. 

Mr. Flaherty: What makes up the demand? Are we 
talking about families with children? 

Mr. Cooper: Most of it is family housing, although 
we have a range, everything from bachelors to four-bed-
room townhouses. Probably two and three bedrooms are 
in the greatest demand right now. 

Mr. Flaherty: In what areas of the province do you 
see the greatest demand? 

Mr. Cooper: Again, most of our co-ops are concen-
trated in the urban areas, so Toronto; Ottawa; the 
Kitchener-Waterloo area is booming; Hamilton; certainly 
the Pickering-Ajax area is doing fairly well. There isn’t a 
problem in terms of trying to have new residents move 
in; the problem is the lack of units available. 

The Vice-Chair: That’s the end of the questions. 
Thank you very much for the presentation. 
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ONTARIO RESTAURANT 
HOTEL AND MOTEL ASSOCIATION 

The Vice-Chair: We’ll now hear from the Ontario 
Restaurant Hotel and Motel Association. Thank you very 
much for being here. You have 10 minutes for your 
presentation. Please state your name for the purpose of 
our recording Hansard when you start. 

Mr. Terry Mundell: My name is Terry Mundell and 
I’m the president and CEO of the Ontario Restaurant 
Hotel and Motel Association. The ORHMA is the largest 
provincial hospitality association in Canada and rep-
resents an industry comprising more than 3,000 accom-
modation properties and over 22,000 food service 
establishments, 17,000 of which are licensed to serve 
alcohol in Ontario. 

Our industry is one of the most dynamic and com-
petitive sectors of the provincial economy, yet it con-
tinues to struggle from a number of uncontrollable 
factors, such as 9/11 and the resultant border delays, 
SARS, mad cow, the NHL strike, high gas and oil prices, 
rising insurance costs, the high Canadian dollar, and 
increased food costs due to weather conditions in the 
southern states. 

Many of these factors and other factors have affected 
the travel patterns into and out of Ontario. US tourists to 
Ontario accounted for more than 20% of Ontario’s tour-
ism in 2004. Only 21 million Americans traveled to On-
tario in 2004, compared to 28 million in 2001, a decline 
of 25%. Tourism projections indicate a slight increase in 
American tourism to Ontario over the next four years, but 
2008 estimates—25 million—remain lower than 2001 
statistics. 

In order to support the sustainability of the industry, 
the government must take action to ensure that both fiscal 
and social policy foster and support business growth and 
do not jeopardize investment, competitiveness and 
employment. 

Recognizing the challenges the government faces, 
ORHMA recommends a number of policies to support 
the sustainability of our industry and to leverage On-
tario’s hospitality industry as a tax revenue and 
employment generator for the provincial economy. 

I’ve put forward to you a detailed submission out-
lining some of the priority areas of concern and several 
specific recommendations, but I wanted today to simply 
provide you with an overview of these concerns as time 
permits. The focus of our recommendations is the sus-
tainability of the hospitality industry. 

The ORHMA was pleased with the recent announce-
ment by the finance minister that an advisory panel has 
been established to undertake a comprehensive review of 
Ontario’s beverage alcohol system. This is an important 
initiative, as the alcohol pricing structure in Ontario is 
very complex. Unlike other consumer products, prices 
not only reflect the manufacturer’s cost, the wholesale 
and retail markups and the federal and provincial taxes, 
but there is also an intricate system of additional fees and 
levies that drives up the licensee’s costs of serving wine, 
beer and spirits. 

To create efficiencies, lower costs and make our in-
dustry more competitive, licensees require more options 
regarding selection and purchasing. To accomplish this, 
the ORHMA recommends that the government eliminate 
the gallonage fee, implement a true wholesale pricing 
regime for licensees and establish a transparent and 
accountable system for beer pricing in Ontario. 

Moreover, as part of the discussion on the beverage 
alcohol system, the government must examine the roles 
and responsibilities of the Alcohol and Gaming Com-
mission of Ontario, which acts as both the adjudicative 
body as well as the enforcement agent. This creates great 
concern for Ontario’s licensees. The ORHMA recom-
mends that government separate the enforcement and 
prosecution functions from the adjudicative functions of 
the AGCO. 

Ontario’s licensee community is about to be further 
hurt by the Smoke-Free Ontario Act. Let me be clear: 
The ORHMA supports provincial legislation to do away 
with the existing patchwork of municipal bylaws. 
However, the Ontario tobacco strategy has implemented 
measures to assist Ontarians with smoking cessation 
programs and has put in place measures to assist 
Ontario’s tobacco farmers, but it has failed to examine an 
exit strategy for the hospitality industry. The ORHMA 
therefore recommends that the government prepare a 
phase-out strategy specific to the hospitality sector. This 
may include such supportive measures as the elimination 
of the gallonage fee, the establishment of a wholesale 
liquor pricing structure and dedicated support for the 
more than 700 operators who have invested in muni-
cipally approved designated smoking rooms and will lose 
that investment due to the Smoke-Free Ontario Act. 

From a broader perspective, the whole of Ontario’s 
hospitality industry requires the government’s support 
through sustained investment in tourism marketing. Dedi-
cated investment in tourism marketing is fundamental to 
the success of the tourism and hospitality industries. The 
Ontario Tourism Marketing Partnership Corp. works 
collaboratively with the private sector to promote Ontario 
as a four-season destination through the development of 
research-driven campaigns. The ORHMA recommends 
that the government support the promotion of tourism 
within and to Ontario through a $20-million increase in 
permanent annual funding to the OTMPC, with some 
funds specifically allocated to attracting more US visitors 
to Ontario. Windsor, Niagara, areas in northern Ontario 
and of course Toronto count on these funds and those 
visitors to increase their businesses. 

Furthermore, to support the promotion of destination 
marketing, the ORHMA continues to support industry-
led destination marketing fees. The 2004 provincial 
budget announced a one-year RST exemption for DMFs 
The ORHMA recommends that the RST exemption on 
DMFs be made permanent, and further recommends that 
the government reject municipal requests to levy a hotel 
room tax to fund municipal infrastructure and 
programming costs. 

Ontario’s hospitality sector is already paying exorbit-
ant municipal fees. Commercial property taxes in Ontario 
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remain unfairly and uncompetitively high. Property taxes 
make up 17% of a food service establishment’s net in-
come before taxes, and Ontario’s accommodation 
properties pay almost 80% more in property taxes than 
the national average. The ORHMA recommends that the 
provincial government introduce legislation requiring 
municipalities to be within the ranges of fairness by 
2006, and that the provincial government maintain exist-
ing commercial property tax rate caps. 

As well, the provincial government should not permit 
new revenue-generating powers to municipalities that 
would levy new taxes on business, thus negatively im-
pacting investment, private sector revenues and sub-
sequently job losses. 

The ORHMA is also concerned with Waste Diversion 
Ontario. Only two years ago, stewards paid $30 million 
toward municipal blue box programs. The 2005 rates 
have just recently been approved and stewards will remit 
more than $64 million to fund their share of the 
municipal blue box costs. Stewards require real and 
immediate assurances that the fees they submit are used 
specifically for this program, and that the programs are 
operated in an efficient and accountable manner. 

In order to assure both cost containment and cost 
certainty for stewards, the ORHMA recommends that the 
government establish a standard municipal model for 
waste diversion, specifying the types of materials col-
lected and the costs and revenues associated with each, as 
well as a standard reporting model, to assure stewards 
that remitted funds are directed to approved costs and 
expenditures. 

The ORHMA further recommends that, using the 
standard municipal waste diversion model, the govern-
ment compel municipalities to implement cost contain-
ment strategies. 

As a closing comment, the ORHMA was pleased with 
the government’s focus on northern Ontario in the 2004 
budget. Unfortunately, our members in the north continue 
to struggle and have seen little action on the positive in-
itiatives previously announced. We urge the government 
to revisit their earlier commitments to northern Ontario 
and to take action immediately to provide economic 
development opportunities in northern Ontario, which in 
turn will help provide a sustainable hospitality industry. 

Thank you very much for your time. 
The Vice-Chair: Thank you for your presentation. 

We will now go to questions by the NDP. 
1540 

Mr. Prue: Terry, a pleasure to see you again, as 
always. You’ve got a number of recommendations here; 
let me just go down through some of them. 

You are recommending that the government separate 
the enforcement-prosecution function from the ad-
judicative function. This committee just recommended 
something very similar with the Ontario Securities Com-
mission. Are you aware of that one and is it the same 
rationale? 

Mr. Mundell: It is in fact the exact same rationale, 
Mr. Prue. 

Mr. Prue: Why do you find it difficult the way it’s set 
up now? Do you think the appearance of fairness is not 
there because the prosecutor and the adjudicator are one 
and the same? 

Mr. Mundell: It is very much that, that there is an 
issue around the appearance of fairness. In terms of the 
last decision and the announcement by the government to 
change the other commission, I think the principles are 
exactly the same. You have an enforcement agency and 
an adjudication process that are twins, are in the same 
organization. In my mind, there is no transparency in that 
process, and to our members I think there is no sense of 
fairness in that. Those who lay the charges get to decide 
whether they did the right thing or not. 

Mr. Prue: OK. You’ve made a recommendation here 
on the designated smoking rooms, 700 such operators in 
the province of Ontario. Of course, living in Toronto, I 
am most familiar with what Toronto did: Those are all 
grandfathered until the year 2006, at which time they’re 
not to be there any more. I know other municipalities 
have deadlines. Most of them have the same deadline or 
approximately the same year. You want a lump sum 
payment. I’m just wondering why the province or anyone 
would pay. Why wouldn’t you just wait until 2006 when 
they phase out all by themselves anyway? 

Mr. Mundell: I think that’s the issue. You have a 
group of operators across Ontario who went out and put 
together a business plan to make a capital investment in 
their facilities. The payback time for that capital invest-
ment for many of them could have been five, seven, 10 
years down the road. Having said that, they were comply-
ing with the municipal government and the municipal 
laws of the time. Essentially, you have a situation where 
on May 31, 2006, that capital investment and the busi-
ness plan you had to recoup that revenue is no longer, 
because you can no longer use that facility. So in good 
faith, operators invested in their business, went to their 
banker and borrowed money with a longer payback 
period. Essentially you now have that payback period 
being shortened, so they won’t have the revenue to pay 
for the capital costs and the loan they’ve got. Somehow, 
the government has looked at transition studies in that 
legislation, the Tobacco Control Act, where they’ve dealt 
with exit strategies for the farming community and have 
dealt with cessation programs for Ontarians, which all 
make sense. What they’ve not done yet is dealt with an 
exit strategy for the hospitality industry. 

Mr. Prue: But the exit strategy would be—I’m trying 
to get a time frame. 

Mr. Mundell: Well, if the legislation comes into place 
May 31, 2006, you need to start now to build revenues to 
be able to handle the dip. Since 1999, the bar and tavern 
sector has dropped 17% in revenues and their average 
profits went down to about 3.7% from 5.4%. We need to 
start now with that community to build revenues to 
sustain the initial hit they’re going to have when that 
legislation goes into place on May 31, 2006. 

Mr. Prue: This question has to do with the rejection 
of the municipal request to levy a hotel room tax. For 
years, the Ontario hotel association lobbied to have such 



F-1390 STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS 18 JANUARY 2005 

a tax. When the province and the municipality were 
unable to do it, they, in the Toronto area anyway, levied 
their own. It seems that your association is diametrically 
opposed to the group that went ahead and did it and is 
generally responsible for hotel rooms. 

Mr. Mundell: Actually, we’re not opposed; we’re 
100% on the same page. The situation in Toronto with 
the Greater Toronto Hotel Association—and I know 
you’ll hear from them in the morning—is that they went 
out and the industry initiated a voluntary destination 
marketing fee. That marketing fee raises a significant 
amount of money to be used toward marketing the city of 
Toronto and the GTA. What is happening in your 
discussions around the new City of Toronto Act and 
changes to the Municipal Act—the city of Ottawa 
requested the same type of authority—is to look at 
allowing the city of Toronto or other municipalities the 
authority to put a tax on hotels, the money from which 
would then be used to fund municipal infrastructure 
programs, bricks and mortar. The destination marketing 
fee in place right now in Toronto is used specifically to 
market Toronto and the GTA. That’s the difference. It is 
a significant difference in terms of the end result, who 
uses it etc.; it is not to be used for municipal property tax 
or like property tax. We now pay 80% more in property 
tax on average than the national average. 

The Vice-Chair: Thank you very much. That’s the 
end of the question time. Thank you for your pres-
entation. 

INCOME SECURITY ADVOCACY CENTRE 
The Vice-Chair: The next delegation is the Income 

Security Advocacy Centre, if you would just come to the 
front. You have 10 minutes for your presentation. There 
will then be five minutes for questions. When you begin 
your presentation, please state your name for the pur-
poses of Hansard. 

Ms. Carol Deacon: Thank you for inviting me here. 
My name is Carol Deacon, and I’m with ISAC, the 
Income Security Advocacy Centre. ISAC is a provincial 
test case and law reform clinic that is part of Legal Aid 
Ontario. 

In discussions about budgets, we focus a lot on 
numbers. We must keep in mind that we are not just 
talking about numbers in isolation from people’s lives. 
We must remember that numbers have consequences, 
especially for low-income people. 

Last year’s budget spoke to the need to revitalize 
Ontario’s social services sector. Over the past year, the 
Ontario government has made some movement in this 
regard. However, the revitalizing process has stalled 
because of the government’s insistence that no more 
money is available. The government must ensure that 
there is sufficient revenue to do what is necessary. Suffi-
cient revenue to rebuild social services can be achieved 
either by earmarking existing revenue or raising addi-
tional revenue through taxation. 

Social assistance is one of the key components of 
income security in Ontario. However, Ontario Works and 

Ontario disability support program benefits are failing to 
provide adequate income to low-income people simply 
because the rates are so low. People on social assistance, 
as you all well know, are living far below the poverty 
line. The government’s 3% increase to social assistance 
rates will not be implemented until March 2005 and falls 
well short of providing an adequate level of income for 
individuals and families surviving on social assistance. 

The reality is that the vast majority of people on social 
assistance are there for one of three reasons: loss of job, 
loss of spouse or loss of health. We need social assistance 
rates that enable people to have an adequate standard of 
living while they are dealing with a crisis that could 
happen to any one of us. 

The March 2005 increase of 3% to social assistance is 
not adequate. For example, a two-parent family with two 
children under seven years of age will receive approxi-
mately an additional $12 per week from the Ontario 
disability support program or approximately an addi-
tional $8 per week from Ontario Works to meet all of that 
family’s needs. That family is still living approximately 
40% to 60% below the poverty line, depending on 
whether they receive Ontario disability support or On-
tario Works benefits. Consider also that a single mother 
with one child will receive a shelter allowance of $526 
from Ontario Works, while the average cost of a one-
bedroom apartment in Ontario is $767. The 3% increase 
in March 2005 falls short of the mark. 

It is ISAC’s position that social assistance rates should 
be raised to reflect the real cost of living. That means 
shelter costs that are based on average rents as calculated 
by the Canada Mortgage and Housing Corp., a basic 
needs allowance that is based on the nutritional food 
baskets prepared by local health units, and the calcul-
ations for the costs of household operation, household 
furniture and equipment, clothing, transportation and 
health care reported in Statistics Canada’s average house-
hold expenditures. ISAC’s position is in keeping with the 
jury recommendations that examined the death of 
Kimberly Rogers. 

Inadequate social assistance rates are compounded by 
the fact that the provincial government claws back the 
national child benefit supplement, or NCBS, from 
families receiving social assistance. Premier McGuinty 
promised to end the NCBS clawback. He has not yet kept 
his promise. Instead, the Premier has simply allowed 
families receiving social assistance to keep the July 2004 
increase to the NCBS. Consequently, a single parent with 
two children receiving social assistance will receive a 
monthly NCBS benefit of $234 from the federal govern-
ment. The Ontario government claws back $226 each 
month from that parent’s social assistance. That means 
this family only gets to keep a total of $8 each month. 
This is a lot of money for any family to lose in a year, let 
alone a family that is trying to survive on income that is 
well below the poverty line. 
1550 

The clawed-back money is used to fund reinvestment 
programs for low-income families. In effect, the reinvest-
ment programs are funded on the backs of families 
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receiving social assistance, some of the poorest families 
in Ontario. To make matters worse, many families on 
social assistance cannot access the reinvestment pro-
grams. 

Worthwhile though they may be, the reinvestment 
programs should not be funded this way. It’s ironic that 
some food banks are partially funded by municipalities 
through NCBS clawback funds. Approximately three 
quarters of the Daily Bread Food Bank clients surveyed 
in 2004 who received social assistance and had children 
believed they would not need to use the food bank again 
or could reduce their food bank visits considerably if they 
did not have the NCBS clawed back from their social 
assistance cheques. 

The reinvestment programs may be important, but 
these programs should not be funded at the expense of 
hungry children. In Ontario, the average monthly number 
of children affected by the NCBS clawback in 2003-04 
was approximately 164,000. It is ISAC’s position that 
ending the NCBS clawback from social assistance 
cheques is a crucial and necessary step that the govern-
ment must take immediately. 

The minimum wage effectively acts as a ceiling for 
social assistance rates. Provincial governments stub-
bornly refuse to set benefit levels higher than the mini-
mum wage. An inadequate minimum wage means 
inadequate social assistance rates. As you know, the 
provincial government has raised the minimum wage. 
However, the minimum wage is still not adequate. A 
minimum-wage worker, as of February 1, 2005, will earn 
$7.45 an hour. That person will be living on wages that 
are approximately 32% below the poverty line. If the 
worker has dependants, the situation is even more dire. 

Women, immigrants and visible minorities are over-
represented in Ontario’s low-wage workforce. Canadian 
and American studies have shown that raising the mini-
mum wage would have a minimal impact on employment 
levels. Factors such as the business cycle, economic 
growth and labour supply are far more important than the 
minimum wage in determining employment levels. These 
studies illustrate that raising the minimum wage will not 
automatically lead to job loss. Politicians have to resist 
the argument that minimum-wage workers have to 
choose between a decent wage and a job. 

Politicians should also resist the argument that 
minimum-wage workers are concentrated in small busi-
nesses struggling to survive. In 2000, according to 
Statistics Canada data, 71% of low-wage jobs were in 
businesses with more than 20 employees and 40% of 
low-wage jobs were in businesses with over 500 
employees. On the other hand, raising the minimum 
wage will put more money into the hands of low-income 
individuals and families, who in turn put millions of 
dollars into local economies. Raising the minimum wage 
means individuals, families and the broader community 
are all better off. It is ISAC’s position that the minimum 
wage should be immediately raised to $10 per hour and 
thereafter indexed to the cost of living as an important 
first step toward ensuring the right of all workers to an 
adequate standard of living. 

In December 2004, Deb Matthews released her review 
of employment assistance programs in Ontario Works 
and the Ontario disability support program. The 
Matthews report thoughtfully took into account the views 
expressed by low-income people and their advocates. It is 
the position of ISAC that people whose circumstances 
compel them to rely on social assistance will be well 
served by implementing all of the recommendations in 
the Matthews report. 

In conclusion, the measure of any society is the 
manner in which it treats and responds to its most vulner-
able people. Individuals do not choose or create poverty, 
states do. The question is one of political will. 

On behalf of low-income Ontarians, we ask the 
committee to recommend that sufficient revenue, whether 
from existing or new sources, be allocated in the 2005 
budget to achieve the following: 

(1) an increase in social assistance rates reflecting 
actual costs of living in each community; 

(2) an increase of the minimum wage to $10 an hour; 
(3) an end to the NCBS clawback; and 
(4) implementation of the Matthews report recom-

mendations. 
The Chair: Thank you. This round of questioning will 

go to the government. 
Mr. Wilkinson: Thank you for coming in, Carol. We 

appreciate it. There are just a couple of things I wanted to 
go over with you. You have to be Solomon to be in this 
job nowadays to try to deal with all the competing 
interests and to help out. 

I know you were very complimentary about Deb 
Matthews’s work. She just poured her heart and soul into 
that. But you seem to criticize the minister for not acting 
on it. That report is relatively new and things are done on 
a budgetary cycle, so Minister Pupatello needed to get 
that information from my colleague Ms. Matthews to 
start building the case inside her own ministry and then 
subsequently to cabinet about how to address this. Again, 
I wouldn’t discount the work that she did. I think it’s 
been quite influential on the government, particularly, I 
know, with her colleagues. We all read it with a tremen-
dous amount of interest because, as MPPs, all of us deal 
with this every day. People come to our offices, and their 
problems are compelling. 

The national clawback is, I think, the most difficult of 
issues and something that we’re just grappling with. 
Basically, you’re saying, “Just raise taxes or get it from 
someplace else. Stop the clawback, but don’t get rid of 
these other programs.” In our ridings, we know where 
some of this money is going into these other programs, 
and they’re valued programs as well. Really, it’s a 
question of where we need to have both. I just want to get 
your opinion on that, just so we’re clear: Get rid of the 
clawback, but maintain all the other programs that are 
being funded by that? 

Ms. Deacon: Yes. I think it’s possible. I think you 
have to look at the programs themselves to ensure that 
they’re all worthwhile, that there’s no duplication. I 
think, in terms of funding the programs, if you look at 
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Manitoba, they were able to phase out the clawback, and 
they maintained all of their programs. 

Mr. Wilkinson: How long did it take for them to do 
that? 

Ms. Deacon: I believe it was three years. 
Mr. Wilkinson: So we’re trying to come up with 

some type of a program that would allow us to get to the 
promised land. It’s very difficult under the fiscal con-
straint that we have. We had three economists in here 
today. One said, “No, things are much better than you 
think,” and we had two saying, “No, no, they’re not 
nearly as rosy as you think. We’re heading for an eco-
nomic bruising in this province.” All of us around the 
table, collectively, hope that things are better. Of course, 
you just never know. But you’re saying that we’d be able 
to get this over the three years. 

The other question is— 
Ms. Deacon: Might I just go back to the other 

question? 
Mr. Wilkinson: Yes. 
Ms. Deacon: In terms of the programs as well, there’s 

a substantial pot of money that’s not even spent. When 
we looked at 2003 figures, I believe, from the various 
municipalities, there was over $20 million unspent that 
was carried over. So I think there’s probably movement 
there, in terms of not necessarily needing the amount of 
money that’s clawed back. 

Mr. Wilkinson: You do have some concerns that 
perhaps there is some duplication and perhaps some 
programs that aren’t as effective. 

Ms. Deacon: Exactly. 
Mr. Wilkinson: I know it’s difficult for you, politic-

ally, to say which ones those are, but you do have 
concerns. That’s the thing that we have to look at to be 
able to try to have both of those things. We definitely 
can’t afford duplication; I can assure you of that. It’s hard 
enough to come up with the money we need. 

Ms. Deacon: I leave that to the government. I believe 
the government’s doing a review now of the programs, so 
you would be in a better position to know if there’s 
duplication. 

The Chair: Thank you for your presentation this 
afternoon. 

TORONTO BOARD OF TRADE 
The Chair: I call on the Toronto Board of Trade to 

please come forward. Good afternoon. You have 10 
minutes for your presentation. There may be up to five 
minutes of questioning following that. I would ask you to 
identify yourselves for the purposes of Hansard. You 
may begin. 

Mr. Glen Grunwald: Thank you very much. My 
name is Glen Grunwald, and I am the president and CEO 
of the Toronto Board of Trade. With me today is Cecil 
Bradley, our director of policy. I’d like to begin by ex-
pressing our appreciation for the opportunity to give 
input on behalf of the board for the upcoming budget. 
Unfortunately, as you can tell, I have a very bad case of 

laryngitis, and I’m going to turn it over to Cecil for his 
comments. I’ve asked Cecil to deliver our thoughts 
today. 
1600 

Mr. Cecil Bradley: Thank you, Glen. 
My name is Cecil Bradley, and I am director of policy 

with the Toronto Board of Trade. I’d like to reiterate 
Glen’s thank you. We’re really grateful for the oppor-
tunity to appear before the committee. It’s fairly 
important work you do. The government needs input 
from a lot of sources as it prepares a budget, and looks to 
this committee for some real help. So we commend your 
work, and we’re grateful for a chance to appear before 
you. 

All budgets are important and, of course, the 2005 
fiscal plan for Ontario has special significance for the 
city of Toronto. We believe this is a moment of unpre-
cedented opportunity. For many years, senior govern-
ments have not provided Toronto with the kind of sup-
port, independence and recognition we believe it requires 
in order to reach its true potential, but we do see encour-
aging signs of change. Minds are opening and new 
relationships are being forged. Frankly, it’s just in time. 

Toronto is, of course, already the economic engine of 
Ontario and the nation, producing more jobs, more 
opportunity and more government revenue than any other 
city in Canada. However, even the best of engines can’t 
run forever without fuel and maintenance. 

No one should be surprised that Toronto is showing 
signs of losing its strength and vitality: 30,000 to 40,000 
jobs lost in the last three years, even while our population 
has grown; major employers—a couple of recent 
examples are Kodak and Colgate—moving out, and no 
one of similar size or significance moving in to replace 
them. In a clear sign of danger for anyone who travels the 
city, Toronto’s infrastructure is crumbling in places. 

Our public transit system is struggling to maintain a 
state of good repair, never mind expanding to meet the 
needs of a growing population. Without such expansion, 
the TTC and GO are not able to attract and retain riders. 
People take their cars, adding to gridlock and pollution, 
which reduce our competitiveness and quality of life. 

The waterfront remains a model of the power of stasis 
to stifle potential. Affordable housing remains an un-
affordable dream for a growing number of Torontonians. 
But, amid all the troubles and challenges, we’re also 
seeing important change. 

In the past year or so, new leadership at the municipal, 
provincial and federal levels has woken up to the state of 
the city and its importance to the Ontario and Canadian 
economy. We’ve seen this rise of the so-called new deal 
for cities, with fresh support and fresh hope for Toronto. 

On behalf of the Toronto Board of Trade, I’d like to 
acknowledge the important steps the Ontario government 
has taken in this regard: 

The sensible sharing formula for the provincial gas tax 
revenue will provide an important new revenue stream 
for Toronto’s transit system. It’s a model and an example 
that the federal government would do well to follow. 
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Even more important is the province’s willingness to 
rewrite the City of Toronto Act. The Toronto board has 
long held that that legislation must be updated and 
reformed. We were very pleased to hear the Premier, 
speaking at our annual dinner last night, agree that this is 
a priority for his government and that Toronto deserves 
less prescriptive legislation. 

However, while we are encouraged, the actions taken 
to date have simply not been enough. Now is the time for 
more complete and permanent solutions, and this budget 
can be a starting point. 

Budgets are about choices, especially when faced with 
a structural deficit that must be eliminated. Any in-
vestments must be strategic and yield measurable results. 
We understand and applaud the government’s goal of 
good fiscal management. Torontonians and Ontarians are 
relying on the government of Ontario to make tough 
choices and spend their tax dollars where the return is 
greatest. No surprise, perhaps, we argue that choosing to 
invest in Toronto to improve the vibrancy and com-
petitiveness of Ontario’s economy will have greater 
impact than almost any other investment you can make. 

In our submission, the board has outlined what it 
believes to be the key commitments needed from the 
province in budget 2005. I’d like to touch on three main 
points in our submission. Those are: address the issues of 
Toronto’s autonomy and revenue; make strategic invest-
ments in Toronto’s future; and ensure the fiscal 
competitiveness for a sustainable future. 

First, Toronto needs the freedom and authority to 
better manage its own affairs and reach its potential. This 
will require allowing Toronto two things: a greater 
degree of autonomy, and the financial tools and resources 
required to deliver the services for which it is respon-
sible. 

The rewriting of the City of Toronto Act is a major 
step forward in this regard. The board of trade fully 
supports the government in this decision, and we will 
contribute our ideas and energy to the success of this 
project. 

As our chair, Phil Evans, announced last night during 
our annual dinner, the board of trade is striking a new 
task force of leading business people in Toronto that will 
focus on the new act; in particular, governance, account-
ability and revenue tools. Our group will gather the best 
ideas from the business community and present a final 
report for the provincial and city governments by June. 

The second of our major recommendations is a call for 
strategic investments in priority areas for Toronto. The 
list begins—no surprise—with transit. It is long past time 
for the creation of a greater Toronto transportation 
authority. The municipalities of the GTA and Hamilton 
need a unifying body to knit together policies, practices 
and services. If we fail to make it possible for people and 
goods to move freely into, out of and across the city, they 
will look for other places to live, do business and create 
jobs. 

Another area of long-delayed action is the revital-
ization of our underused and idle land resources, namely, 

the waterfront and Toronto’s extensive brownfields. The 
board has specific ideas in our submission for ways in 
which the province can rejuvenate the waterfront 
portfolio and end the waste of prime real estate, money 
and time. We also offer new suggestions for encouraging 
the revitalization of former industrial land and the 
creation of opportunity and vibrancy for Toronto, ideas 
such as tax increment financing, allowing site clear-up 
costs to be capitalized or expensed, and the acceleration 
of the funding flow to the Toronto Waterfront Revital-
ization Corp. 

As you know, the Toronto Board of Trade looks 
beyond what some might think of as purely business 
issues. We also consider what adds to the quality of life 
in the city, because a great place to live is also a great 
place to do business. One of these issues is affordable 
housing. The availability of affordable housing is a major 
factor in creating an attractive, liveable and competitive 
city. It’s a key determinant to business location decisions 
because it influences the willingness of employees and 
their families to move to or remain in a city. It’s also 
important to business because housing costs are a major 
source of wage pressure, and a major cause of long 
commuting times and urban sprawl. While the board of 
trade holds that the property tax burden must become 
fairly balanced, over time, across all property classes, we 
also support direct provincial action to reduce the cost of 
housing in the city. 

Another vital strategic investment is post-secondary 
education. Much has been said and written about the 
changing nature of our economy and the need for people 
with specialized skills and knowledge. I think everyone 
can agree that making those skills and that knowledge 
more accessible and available would be good for our 
society and our economy. Our submission offers specific 
ways in which some of the current barriers and 
limitations can be removed. 

The last area of strategic investment we identify is 
tourism. The board would like to commend the govern-
ment of Ontario, specifically the Ministry of Tourism, for 
responding to the serious impact on the tourism and 
hospitality sector caused by SARS. We all learned many 
lessons during that crisis, and the tourism and hospitality 
industries learned how much they can accomplish 
through joint co-operation. Their hard-earned progress 
should be supported and used as the basis for continued 
recovery and future growth. So we are calling on the 
government to maintain or grow the Ontario Tourism 
Marketing Partnership Corp. 

Our third and final set of recommendations focuses on 
the province’s fiscal policy. We’re pleased to see the 
government working to balance the books. This is an 
essential step toward financial health and future flexi-
bility and it should be continued. 

Program spending should be strategically allocated to 
program areas where it will have the greatest impact. 
Such spending must also be controlled to ensure the 
structural deficit is eliminated. Going forward, program 
spending must be maintained at a constant level in real 
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per capita terms to drive down the province’s debt 
burden, allowing for future flexibility. 

On taxation, our position on business property taxes 
and the current unfair burden on businesses in Toronto is 
spelled out in detail in our submission. 

I’d also like to take a moment to touch on the topic of 
capital tax. In brief, I think we find the elimination of 
capital tax to be a good idea. The schedule for phase-out 
that was announced in the 2004 budget strikes us as too 
slow and we would strongly recommend it be acceler-
ated. 
1610 

The Chair: You have about a minute left. 
Mr. Bradley: Thank you. Our submission contains 

many other important ideas, such as reform of the 
Ontario tax appeals branch, the adoption of a realistic 
schedule for closing down coal-fired power plants and 
the creation of a single regulator for the securities 
industry. However, I know our time is limited, and I refer 
you to the submission for the details on these and our 
other recommendations. 

Urban issues, whether it’s deteriorating infrastructure, 
a need for greater municipal autonomy, better transit or 
affordable housing, have dominated public policy dis-
cussions over the last year. Clearly these are formidable 
challenges and will require collaborative and strategic 
solutions. The board believes all three orders of govern-
ment and the private sector must work together if real 
solutions are to be found. We believe that a strong, 
strategic and city-focused 2005 budget will give the 
government of Ontario the tools it needs to lead the way. 

The Chair: Thank you. In this rotation, we go to the 
official opposition. 

Mr. Flaherty: How much time do we have, Chair? 
The Chair: Five minutes. 
Mr. Flaherty: Oh, just five minutes. Thank you for 

doing this this afternoon. I know, from reading the 
newspaper, that you had a busy time last night at the 
dinner, which I hope was very successful. 

Did the Premier really say last night, “What’s good for 
Toronto is good for the province of Ontario”? Did he 
really say that? 

Mr. Bradley: Exactly. 
Mr. Flaherty: Oh, my. What about what’s good for 

Ottawa or Windsor or London or Cornwall or Whitby? 
Did he mention those places last night as being good for 
the province of Ontario as well? 

Mr. Bradley: No. 
Mr. Flaherty: No, he omitted them last night. Let me 

ask, what’s good about this incredibly high taxation of 
the commercial-industrial base in the city of Toronto? 

Mr. Bradley: I don’t think we have ever argued or 
said that’s good. In fact, our position is the contrary. 
Over the years, we’ve made many representations to 
government about the C and I rate in Toronto. The rate, 
or the tax burden, is unfair when it’s compared between 
classes, and it’s uncompetitive when you compare it on 
an intercity basis with the GTA. 

Mr. Flaherty: This is not news, but it has caused an 
exodus of jobs, particularly from downtown Toronto but 
from the city of Toronto, to the adjoining municipalities. 
You’ve got that documented in here; I see in the past year 
a loss of— 

Mr. Bradley: I believe the number is 37,000. 
Mr. Flaherty: “Toronto has lost over 37,000 jobs 

over the last three years.” And there’s an increase in the 
vacancy rate in downtown class A. This has been a 
problem for years now, which the city has Toronto has 
failed to remedy on its own and which the province has 
been trying to remedy, including when we were the 
government and now the current government. 

We had some economists here earlier this afternoon, 
and one of them, I think it was Jack Mintz, opined that he 
doesn’t like one level of government going after another 
level of government for money—for bailouts or whatever 
you want to call them—on the basis that governments are 
more accountable when they actually have to raise the 
taxes themselves for their own expenditures from their 
own people. 

I dare say that is an issue with the city of Toronto, 
coming to the province repeatedly for subsidies from the 
province overall, particularly when you see things like 
that commercial-industrial ratio being way out of line 
year after year and the city of Toronto not addressing the 
issue, and seeing the closed-shop policies with respect to 
bidding for the city of Toronto. 

On that second point, is there anything in the sub-
mission—I looked for it quickly—about the closed-shop 
policy that excludes some members of your board, I 
believe, from bidding on city of Toronto projects? 

Mr. Bradley: We don’t address that topic in the brief 
to the province, but in our pre-budget brief to the city, we 
do speak to the question of the city looking at alternatives 
to service delivery other than own delivery. For a number 
of years, the board has now made recommendations to 
the city which look at alternative means of delivering 
services, up to putting out services for competitive 
bidding. 

Mr. Flaherty: Right. I’m actually going one step 
further than that. I certainly agree with that, but also the 
step that whether a particular enterprise or business is 
unionized or not—being non-union would not disentitle 
the entrepreneur from bidding on a city of Toronto 
project. 

Mr. Bradley: To the best of my knowledge, we 
haven’t provided advice on that point to the city. 

Mr. Flaherty: I commend it to you, because I 
certainly heard it often enough when I was dealing with 
finance matters vis-à-vis the city of Toronto, that it was 
something that quite frankly is not good for the province 
of Ontario, though some might think it’s good for To-
ronto, including the Premier, I gather from his comments 
last night. 

Have you looked at the bigger picture, and I mean this 
in all sincerity, looking forward in Ontario? If we look 
forward to the next 10, 20 or 30 years, southern Ontario 
is increasingly urbanized. This is not just about the city 
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of Toronto; it’s about the greater Toronto area, and also 
about the Hamilton-Niagara area, and then east of the 
city out to Cobourg and beyond. In your planning, are 
you taking the bigger picture into consideration, which I 
think is vital if our planning is going to be intelligent 
over the next generation in Ontario? 

Mr. Bradley: I think we do. I think one of the reasons 
we’re so strongly behind the establishment of a greater 
Toronto transportation authority is because the board 
recognizes how key transportation infrastructure is to the 
development of the region in a reasonable and rational 
way. You can only do that if you have an entity where 
you can plan and set priorities and coordinate projects on 
a regional basis. You can’t continue to sort of grow in the 
uncoordinated way or provide transit services in the un-
coordinated way which is currently the case. 

The Chair: Thank you for your submission this 
afternoon. That concludes the presentations for this 
afternoon. 

Interjection. 
The Chair: Point of order? 
Mr. Flaherty: Oh, yes, that’s what I meant to say. I 

don’t have my colleague Mr. O’Toole here to guide me 
in all things. 

I want to, if I may, bring a motion quickly about the 
hearings and propose that the hearings of the committee 
be extended. The motion is as follows: 

While the official opposition recognizes that all three 
parties unanimously agreed to the existing pre-budget 
hearing schedule, it must be noted that this decision was 
made prior to all requests for representation being 
received by the committee clerk. 

During the past week and a half of committee 
hearings, it has become clear that many hard-working 
Ontarians are concerned about the content of the 2005 
budget and wish to have their voices heard. 

This is highlighted by the fact that 121 individuals, 
associations and interested parties applied for one of only 
42 presentation spots in Toronto. As such, two thirds of 
those Ontarians who wished to be represented will be 
unable to be heard by the committee. 

Because this committee is not scheduled to meet to 
deliberate its final report for an entire month, it only 
seems appropriate that we take some additional time to 
hear from as many of the presenters that have requested 
representation as possible. 

Therefore, I propose that the standing committee on 
finance and economic affairs sit for an additional two to 
three days in Toronto during the week of January 24 to 
28, 2005, in order to accommodate all those presenters 
who were designated as alternates by all three parties. 

Any agreement reached by this committee would be 
subject to the subsequent approval of the revised time 
frame by all three party whips. On behalf of the official 
opposition, I’ll provide the Chair with a signed letter 
from the official opposition whip in support of this 
motion. 

I would ask that once this motion is approved, both the 
government and third party provide letters of support 

from their respective whips by noon tomorrow, January 
19, 2005. This will ensure that the clerk can make the 
necessary arrangements. 

This is in keeping with the government’s commitment 
to more public consultation on all matters of provincial 
interest, and is keeping in good faith with those people in 
Ontario who wish to have their voices heard prior to the 
drafting of the 2005 budget. 

I believe that this is a motion that should be supported 
by all members of this committee. When we as legis-
lators are presented with an opportunity to hear directly 
from those individuals who we represent, it is our 
responsibility to do so. 

This committee has unanimously made several accom-
modations for presenters in Ottawa, Kingston, London 
and Whitby, and I trust that everyone around this table 
will continue to act in good faith and support this motion. 

That’s the motion, Chair. 
The Chair: Further debate? 
Mr. Prue: I could vote for it, but it is literally im-

possible, I have to tell you, to find our whip. He is not in 
the country and I just don’t know what to do with it. I 
don’t know whether the government—they have the 
overwhelming majority—is going to vote for it or not, 
but I have no way of contacting the whip. I just wanted to 
let you know that. 

Mr. Colle: It’s not properly before us. Any motion 
has to be debated during the report-writing stage. 

The Chair: I’m advised by the table officers that 
since it is procedural, it can go forward. Mr. Wilkinson? 

Mr. Wilkinson: Mr. Chair, what’s the— 
Mr. Colle: Wait. 
Mr. Prue: Perhaps, Mr. Chair, while they’re looking 

at that, I could also advise the committee that, again, 
although I am not necessarily going to vote for it—I just 
don’t know what to do at this particular stage. I do not 
know whether a member of the third party will be 
available—I certainly will not—during the time frame 
that has been set out. If it is amended to read “in Feb-
ruary” or “after February 7,” I would make every effort 
to accommodate the committee by attending. 

Mr. Colle: The times, meetings, dates and length were 
all unanimously agreed upon so that all members and 
applicants could be informed. There was no disagree-
ment. The dates, times and places were agreed to unani-
mously by the subcommittee. At this late date, to change 
the schedule is quite extraordinary, and certainly we are 
not in favour of changing the dates at this time. 

Mr. Flaherty: Just quickly, Mr. Colle is absolutely 
right that there was agreement on the schedule and so on. 
That was, of course, before we had this overwhelming 
demand to be heard by the committee, particularly in 
Toronto. 

With respect to the concerns of the third party, I’m 
sure there must be a deputy whip that you could get hold 
of. In any event, we’re prepared, in terms of the timing of 
the motion, to go along with any reasonable timing 
concerns that Mr. Prue might have, if February is better 
and next week is not possible. 
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Mr. Wilkinson: Just a quick question to the clerk: 
The deadline for written submissions to this committee is 
what day? 

The Clerk of the Committee (Mr. Trevor Day): 
This Thursday, 5 o’clock. 

Mr. Wilkinson: Of course, that’s been widely 
publicized right across Ontario. 

I do note that there has been some duplication in those 
who have come to see us; less than last year, but there 
has been a certain duplication of the time we’ve spent. I 
know there was a concerted effort to try to eliminate that 
duplication so we’d have the greatest range of advice 
from the public for this committee. But to change rules at 
a late date, when people have been able to submit in 
writing—I read the reports that we get from the clerk. I 
trust that all members would do that. As a matter of fact, 
many presenters come here and just read the reports that 
they have prepared. 

Mrs. Carol Mitchell (Huron–Bruce): The presenters 
the official opposition has made reference to, is there any 
way they could be notified next year prior to the budget 
discussions? That would give them a greater opportunity 
and make them also very much a part of the whole 
budget. So they’d know the process, how it went through, 
the subcommittee met, agreed unanimously, that they 
have the opportunity through the Legislature, as well as 

meeting with many of us, all sides. But if we have those 
names, then they can be notified of the process next year, 
and we would be pleased to hear their submissions in the 
next round. 

Mr. Colle: This is normal. In every pre-budget con-
sultation there are people who make submissions who 
aren’t able to be scheduled. They can make written sub-
missions and they’re free to do so. 

Those who have been on the road here for the last 
week and a half—and Mr. Flaherty has seen fit to join us 
today. There has been ample opportunity for people to 
come in different cities. You’re not going to please 
everyone, but again, they can make written submissions. 
This is why you can’t make these kinds of scheduling 
arrangements at the last minute. That’s why you have the 
subcommittee meetings to make these arrangements. This 
year is quite unusual, because the fact is the House is 
returning much sooner than usual: February 15. So again, 
it’s something everybody agreed to and I think it’s open 
for submissions right up until budget time, in fact, if they 
want to make submissions on the budget. 

The Chair: Further debate? Hearing none, I’ll call the 
question. All in favour? Opposed? The motion is 
defeated. 

We are now adjourned. 
The committee adjourned at 1624. 
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