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LEGISLATIVE ASSEMBLY OF ONTARIO

STANDING COMMITTEE ON
FINANCE AND ECONOMIC AFFAIRS

Tuesday 5 March 2002

ASSEMBLEE LEGISLATIVE DE L’ONTARIO

COMITE PERMANENT DES FINANCES
ET DES AFFAIRES ECONOMIQUES

Mardi 5 mars 2002

The committee met at 1001 in room 151.

PRE-BUDGET CONSULTATIONS

The Chair (Mr Marcel Beaubien): Good morning,
everyone. It is 10 o’clock and I'd like to bring the
standing committee on finance and economic affairs to
order.

RETAIL COUNCIL OF CANADA

The Chair: Our first presentation this morning is from
the Retail Council of Canada. I see you’re nice and
comfortable in your chair. If you could identify yourself
for the record, on behalf of the committee, welcome. You
have 20 minutes for your presentation this morning.

Mr Peter Woolford: My name is Peter Woolford. I'm
with the Retail Council of Canada. It’s a pleasure to be
here this morning. I will take perhaps about 10 minutes
for my presentation and then I’ll be glad to answer any
questions from the committee.

What I will do this morning is introduce our organ-
ization, spend a fair amount of time talking about the
current economic circumstances as we see them—I think
that would be particularly helpful for the committee—
and then give you our policy advice.

Very quickly, Retail Council of Canada is the voice of
retailing in the country. We represent general merchan-
dise retailers. Over 3,500 Ontario retailers are members
of Retail Council of Canada. They come from all chan-
nels of distribution—that is, traditional stores, e-retailers,
catalogue sellers and so on—all formats—big box, street
front, mall, what have you—and all merchandise categ-
ories from drug through specialty retailers, departments
stores, the full range. We represent, we estimate, roughly
two thirds of all general merchandise retail sales in the
province.

Let me talk very quickly about the experience our
members had in 2001. As members know, the economy
was soft and we saw that in our sales through the first
three quarters of last year. Overall for the year in Ontario,
retail sales rose by just under 3%. Despite that weak
economy, the terrorist attacks and the uncertainty that
followed, we still saw 2.6% retail sales growth in the
fourth quarter. The sales over the holiday season were in
fact substantially stronger than our members had feared.
That talks well to the continuing confidence of con-
sumers, and that’s a theme I’1l return to.

One of the very good pieces of news coming out of
our members’ experience over the last year was that,
coming out of 2001, inventories in retail stores, and in
fact in the supply chain, were quite lean. That means that
if we’ve been through a period of slow growth and
anticipate some growth going forward, the demand will
translate back into activity in the supply chain quite
quickly. That lean inventory position coming out of the
holiday season did come at the expense of margins.

Let me talk a little bit now about conditions in 2002,
essentially the first two months of this year. We’ve been
talking to our members on an ongoing basis with some
real focus in the last two weeks to get a sense of where
things are at in preparation for this appearance. So far,
again, the story is quite positive. Our members are
reporting that their sales in the first two months of this
year are stronger than expected and stronger than they
were this time last year. This pattern is broadly consistent
across all categories of merchandise and across all price
points. Where we do see some retailers reporting softer
performance, we believe that’s coming from difficulties
that particular format or that particular category of
merchandise faces. Perhaps the easiest example would be
music, where we’re seeing customers moving from the
retail store format to buying their music on-line.

We do see, in terms of regional patterns, very mixed
reports for Ontario. Our members have not given us a
clear picture as to where Ontario sits within the national
average. Some say Ontario is stronger and others say
Ontario is a little softer than the national average and yet
others say it’s bang on, so I don’t have a clear
crystallization of what is actually happening in Ontario
relative to other provinces.

The patterns of behaviour by consumers are rock-
steady. Average store counts—that is, the number of
customers coming into the store—are unchanged over
last year or up very slightly; the average ticket is un-
changed or up very slightly; and the conversion rate—
that is, the number of consumers who actually buy
something as opposed to those who just come into the
store—has stayed steady.

Inventories remain very lean among our members.
Part of that is the investment that retailers have made in
recent years to move to a just-in-time inventory system,
and they’re seeing that pay off now in situations of some
turbulence. But it is, again, good news for the economy
in terms of being able to translate demand back into
activity up the supply chain quite quickly.
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One thing I would flag to the committee is the impact
of the decline in the value of the Canadian dollar over the
last year. That certainly has made merchandise more
expensive for retailers, and they have asked us to express
that concern. We believe that at the federal level all the
government can do is maintain its current course, but our
members have signalled that as a potential for some cost
increases down the road, if we don’t see some turnaround
in that.

Looking toward the outlook for 2002, our original
forecast coming into this year was essentially for flat
sales in the first half of 2002, some recovery in the third
quarter and then stronger sales in the fourth quarter. Our
members now are rather more optimistic about the first
half and expect that in fact there will be some sales
growth in the first half of this year. There is still some
uncertainty in the industry as to what that means for the
second half. Whether the second half will stay relatively
soft in the third quarter and then strengthen in the fourth
quarter, or whether the better performance in the first half
will mean stronger performance yet again in the second
half, we simply can’t predict at this point.

Let me talk a little bit about why we’re seeing this
rather more buoyant experience to date than forecast. The
first key piece is that consumer confidence has stayed up.
Despite the variety of very negative influences, con-
sumers have retained their confidence in their current
economic situation. Why is that?

First of all, job creation has continued. It certainly is
softer than many would like, but it has continue to grow.

We have seen that the recession is limited to manu-
facturing, and in fact to a few sectors within that part of
the economy. So again, the impact of the slowdown has
not spread the way it has in previous downturns.

We now see the US recovering faster and sooner than
expected.

A key role has been played by interest rates. First of
all, we’ve seen that housing has stayed very strong, and
that has played into retail sales for anything to do with
the home. Second, borrowing costs have been substan-
tially lower for consumers in the last year. I saw some
research done by the federal government recently which
suggested that for the average Canadian holding a
$100,000 mortgage, they have saved in mortgage costs
over the last year, if they were able to refinance, close to
$2,000; in fact, over $2,000 for the full year. That’s a
tremendous addition to the family’s bottom line and
certainly will have helped to sustain their spending
patterns.

Finally, the tax cuts at the federal level more recently
have put additional dollars back in the pockets of
consumers.

Our policy advice for the government for this year is
actually quite simple and straightforward. In light of the
still somewhat uncertain but promising circumstances,
our advice is that the government should stay the course
it has set. We would argue there should be no tax in-
creases, that government should make maximum efforts

to control its spending and ensure that in 2002-03 there is
no deficit.

Let me talk then a little bit about the longer-term
policy our members would advocate. They continue to be
concerned about the disposable income available to On-
tarians. Looking at it from that perspective, our members
still see a need to reduce taxes. Our message at the
federal level is focused especially on payroll taxes,
particularly the employment insurance program. At the
provincial level, our members would still like to see
some further action, when fiscal circumstances permit it,
on the provincial sales tax and on personal income taxes.

There is one technical issue I would like to signal to
the committee. Herbal and natural remedies have become
a large and rapidly growing market. Consumers have
moved into the practice of buying these products and
using them to treat a variety of challenges they face in
terms of their health. The tax status of these many
products is unclear. I had meant to bring a variety of
products this morning, particularly echinacea, and I could
have divided them into three categories here this
morning. Some of the products, by virtue of their claims,
are taxable; for some, by virtue of what’s said on them,
their tax status is unsure; and some, because they make
no claim, are not taxable. That’s clearly an untenable
situation. The clerk in the store doesn’t know what the
situation is and it’s absolutely impossible to explain to
the consumer why this bottle of this product is taxable
and this bottle is not. This is a significant and growing
problem and we call upon the government to resolve it as
a matter of some urgency. We don’t have any
predisposed notion as to what that solution should be, but
we do need a clear, administrable solution to this matter.
1010

Finally, some words on red tape: we believe the work
of the commission on red tape in Ontario has helped to
lower the costs of doing business for our members. We
do see that there is now a leadership role that Ontario
could play interprovincially and particularly in terms of
helping and encouraging other provinces to harmonize
their requirements in the area of regulation and other
activities. That would allow companies with activities in
more than one province not only to have a lower burden
of compliance with government requirements but to
satisfy different governments with a single set of forms.
The best example of that would be the work Ontario has
been doing with the federal government on the single
business number. We would encourage similar initiatives
to be pursued in other parts of activity.

Mr Chairman, those are the comments that I would
make on opening. I’d be glad to answer any questions
from the committee.

The Chair: Thank you very much. We have approxi-
mately two and a half minutes per caucus and I'll start
with the government side.

Mr John O’Toole (Durham): Thank you very much,
Peter; good to see you again. I also commend your retail
council for your involvement in the small business
advisory council that Mr Spina and I are involved in. Of
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course, it does come down to trying to make doing
business easier for not just small business but all business
in Ontario. We’ve been hearing that throughout the
course of discussion.

Yesterday we had a number of presentations. Probably
the best was from Don Drummond, an economist with
the TD Bank. He laid out a pretty grim picture in some
respects for the going-forward numbers. The going-
forward numbers in his case are somewhat less optimistic
than the government’s numbers, as far as I understand
them. I guess it comes down to choices. You’ve laid out
in some of your charts here policy advice to the
government: no tax increase, control spending and no
deficit. That sort of sounds like it’s from our own hymn
book.

As Mr Drummond points out, there’s a possibility of
something in the order of a $4-billion deficit, and that
number has been around for some time, talking about a
shortfall for next year for a lot of reasons. Now,
economists are just that, forecasters; they’re not actually
committed to their numbers, I don’t think.

Given the choice between your bottom line here of no
deficit and the daunting task facing us in health care and
education—pretty well every group that appears before
us really wants more money. Ultimately, when you cut to
the chase, that is what they all want. The other side is
going to say—they’re not going to say it clearly but
they’re going to increase taxes. Of all these choices,
increasing taxes or holding the line, what advice would
you give to the government, specifically as it affects the
consumer? Because raising taxes—they won’t be buying
echinacea, they won’t be buying anything, including cars.
So if you raise taxes, what choices, other than the three
bullets you’ve listed here, and advice do you have for the
government as we prepare the budget?

Mr Woolford: The advice that our members have
asked us to pass on quite clearly is that if the government
does face some straightened circumstances this year, they
should look first to their expenditure line and should be
looking to reduce, constrain, cut back whatever expendi-
tures they have to to get to a deficit. Our members feel
that at the present time it would not be appropriate to
raise taxes.

Mr Monte Kwinter (York Centre): Thanks, Peter;
it’s nice to see you again. I want to follow up on Mr
O’Toole’s question. Don Drummond, when he was here,
put out a chart that showed the various projections in a
status quo kind of situation: deficits as far as he could
see. Afterwards he was interviewed by the media and
reported in the press today, and he said the deficit this
year in Ontario is going to be $4 billion-plus, and he
would like to see anybody tell him how it’s not going to
be. He’s done his numbers. There’s no way it can be
anything less than that.

There’s no question—and 1 think everybody has
talked about it; the Chairman of Management Board has
talked about it, some of the contenders for the leadership
have talked about it—there is a deficit that is looming on
the horizon. Where would you cut? What is the recom-

mendation from your association as to, when we cut
expenses, where you would look for those savings?

Mr Woolford: There’s no question that the govern-
ment faces a very, very difficult set of choices. I know
our members, and certainly the retail council, recognize
we could be accused of ducking the answer when I say 1
don’t know. But at the end of the day our members are
simply retailers; they’re not managing the fisc. They’re
not in a position to know where it would be best to take
those dollars out.

What they see is from the perspective of the consumer
who walks in through their door. That’s a consumer who
over the last 10 or 12 years has seen their income stay
essentially flat, with the exception of the last couple of
years. They see patterns of behaviour that are still some-
what cautious. In those circumstances they are concerned
that their consumers’ economic well-being be main-
tained, so they get very concerned at thoughts or pro-
posals that the government dip more deeply into the
consumer’s pocket. I wish I had a better answer for you
than that. But at this point anyway our members still feel
it would be better for the government to live with the
resources it has and adjust its affairs internally to try to
deal with that. Having said that, we do recognize that this
year, in light of the outlook, is a very, very serious
challenge. I’m afraid that’s all I can offer.

The Chair: Mr Christopherson.

Mr David Christopherson (Hamilton West): Peter,
how are you?

Mr Woolford: Very well, Mr Christopherson. Good
to see you again.

Mr Christopherson: Good. Of course, as usual, we
pretty much fundamentally disagree on the major issues.

Mr Woolford: I enjoy these debates.

Mr Christopherson: I do too. I’'m not sure it gets us
anywhere, but it’s interesting every year. Let’s jump right
into it.

Yesterday we had the president and chief executive
officer of the Toronto Board of Trade say in her pres-
entation: “From crumbling infrastructure to urban sprawl
and increasing homelessness, it is clear that our city, our
region, is in decline. If it continues to decline, the
prospects for future prosperity for our province decline
with it.” My point on that comment is, first of all, that
I’m thrilled to hear that being said by the business com-
munity. That’s good. But there is an inherent message in
here that the decline in infrastructure, the crumbling
infrastructure, urban sprawl and increasing homelessness
don’t happen in one business quarter or two, three or
four; they take years. In my mind, that’s a clear con-
demnation of the government’s lack of investment in
those key things. I realize there are some people who
have done very, very well during the boom. But even the
board of trade is clearly acknowledging that infrastruc-
ture and homelessness are key issues that are future
determinants of economic activity and they’re in major
decline.

You, as another person representing another segment
of the business community, are saying, “No matter what,
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bring in a balanced budget.” I realize you don’t have the
answers but I pose it to you because, if we go with what
you want, these things don’t get addressed. How do we
square that? In other words, you’ve got business saying
two things at the same time: invest in infrastructure in
Toronto and do something about homelessness but don’t
do anything about the balanced budget. Make sure that’s
there. How do we do both?

Mr Woolford: You’re right. It’s a very difficult
choice. I think our members hope—and it may not be
much more than that—that Canada can find the means to
start improving the productivity and competitiveness of
our economy. I think there’s a recognition that we need
to invest in innovation, we need to invest in the activities
that will make our private sector stronger so they can
generate additional streams of income. As long as it’s an
argument about a limited pot of money, it will be a zero
or perhaps negative-sum gain. I think our members
would argue that the way to square that circle over the
longer term, which is where you make those investments,
would be to look for policies that lead to productive
investment, to innovation, to more jobs and to more
income.

Within our sector we are certainly doing what we can
in terms of investing in the education of our staffs,
putting money of retailers on the line to try to improve
the efficiency and competitiveness of our trade. So we’re
trying, in our little piece, to make some progress in that
area, and I think all we can suggest is that governments
should be looking to the private sector to make similar
kinds of steps before we encourage—

Mr Christopherson: You realize, Peter, that kind of
thinking is what got us where we are today and we’ve
already had the good times. We don’t have the good
times to rely on any more.

The Chair: With that, we’ve run out of time. On
behalf of the committee, thank you very much for your
presentation this morning.

1020

PEOPLE FOR EDUCATION

The Chair: Our next presentation is from People for
Education. I ask the presenters to please come forward
and state your names for the record. On behalf of the
committee, welcome.

Ms Annie Kidder: My name is Annie Kidder, and
I’'m a member of People for Education. This is Kathryn
Blackett, also a member of People for Education.

I know that over the last few weeks your committee
and the government have heard from all the directors of
education of Ontario, the Ontario Public School Boards’
Association, the Catholic trustees of southern Ontario,
teachers’ federations and many others involved in the
education system. We are here as representatives of a
parents’ group and we’re here with very deep concerns.

Over the last six years, the children of Ontario have
been the subject of a grand and not entirely successful
experiment. I think you would be very hard-pressed to

find any parents in Ontario who would say this experi-
ment was a success or that their children are better off
now than they were six years ago. If you ask parents in
northern Ontario or in rural areas or in cities, you would
find they do not feel that things were better for their
children: parents in the Lambton-Kent board, for in-
stance, whose children’s schools have closed; parents in
the north whose children now spend hours on buses
going to other towns in order to receive special education
programs; parents in cities whose children are also losing
many of the programs.

We haven’t come here just to complain, although we
are very worried. We’ve come here, again, with a solu-
tion. We at People for Education have been tracking the
effects of funding and policy changes on our schools.
We’re now in our fifth year on elementary schools and in
our second year on secondary schools. Tomorrow we will
be releasing the 2002 secondary school tracking report,
which has many worrying numbers in it.

What we’ve done is we’ve gone through the areas that
affect parents and children most in their schools, looked
at the funding formula and made some suggestions as to
how some of the problems could be solved. I’ve given
you the paper on this.

One of the most worrying areas is still special educa-
tion. The government has spent the last five years trying
to work out a formula for special education. We still
don’t have one. In both, all our tracking reports that
schools have complained about how much money and
time is wasted on red tape without having time for the
children. There are now approximately 46,000 students
on waiting lists for special education services in Ontario
schools. We have estimated how much it would cost to
take those children off the waiting lists. That would be
about $65.6 million.

We’ve looked at the area of small schools, another
area of great concern in Ontario. There are many boards
that are suffering because they have a large proportion of
small schools. We know that over half the elementary
schools in Ontario are under the number it takes to
generate funding for a full-time principal.

The funding formula for small schools needs to be
completely revamped. We’ve looked at it in two ways.
First of all, we looked at the area of principals and
secretaries, because you cannot have a school without a
principal and a secretary. Right now there are times in
some small Ontario schools where children go to the
office and there’s nobody there at all.

Fourteen per cent of elementary schools don’t have
full-time principals, which is an increase of 8% in four
years. So in four years we’ve had that much change in
schools with full-time principals. Ensuring they all have
full-time principals would cost $24.7 million. Four per
cent of secondary schools don’t have full-time principals,
and to ensure they have full-time principals would cost
$1.6 million.

Secretaries: principals may not like this, but if you’re a
parent, the secretary probably seems like the most
important person in the school, because they take care of
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your kids when they’re sick. In many ways, they run the
school. They are the core, the heart of the school. We
have to ensure that all our small schools have secretaries.
All we did was adjust the formula down by about 50
students, which would ensure that all the small elemen-
tary schools would have secretaries. That would cost
$36.7 million.

For the last few years another area of concern has been
librarians. We’re losing librarians out of our elementary
schools at a rapid rate. Ten per cent of school boards now
don’t have librarians in elementary schools at all. We
know that there has been a lot of research done showing
the importance of having access to books, amazingly
enough, for literacy. We need librarians in those libraries.
We need to ensure that the libraries are open full-time,
which they are not in a third of the elementary schools
now. To have enough librarians in elementary schools
and secondary schools would cost $72 million.

Another area in elementary schools where we have
seen a huge decline is in specialist teachers, in physical
education teachers and music teachers. Music is a core
part of the curriculum now, with very rigorous stipula-
tions in it as to what children have to learn. We know
how important phys ed is for our children. We’ve had
many reports lately on the lack of fitness in our young
people. There’s been a 20% drop in the number of
schools with phys-ed teachers in the last four years, and
there’s been a 20% drop in the number of schools with
music teachers. To change the formula so that schools
between 121 and 500 students have a half-time phys-ed
teacher, and schools over 500 students have a full-time
phys-ed teacher, would cost $61 million. To do the same
thing for music teachers would cost $65 million.

In many parts of Ontario, there are many students who
come to school unable to speak English. Sometimes they
are born in Canada and are unable to speak English.
Sometimes they’ve been here for a while but they’re still
unable to speak English. We’ve seen a drop in ESL
programs in elementary schools of 22%. To ensure that
they have ESL programs would cost $34 million.

Back to small schools again: if you’re in a board and
you have a lot of small schools—we went through the
funding formula. We checked with a lot of money people
on how the funding formula works. We made ourselves a
fictitious school of 100 kids, kindergarten to grade 6, and
we realized what that would get us was $7,000 in extra
funding. I talked to somebody in the Avon Maitland
board, which has nearly all small schools. For their top-
up for their small schools they get $75,000, which is not
enough for them to keep the schools open, to staff them
with principals and secretaries. What we’ve estimated is
that for every school with fewer than 200 students—there
is a small-school grant, but we need to up the small-
school grant to 200 students in elementary schools. To
ensure that there’s enough funding so that those schools
have programs, have enough teachers and have the main-
tenance they need would cost about $43 million. In
secondary schools, to ensure that schools with fewer than
667 students, which is the cut-off for a vice-principal,

would have enough staff programs and maintenance
would cost nearly $30 million.

We all know that there aren’t enough textbooks in
Ontario schools. We know that the government cut the
grant for textbooks for the new secondary school curri-
culum by half last year. We need $83 million to provide
textbooks for Ontario schools.

Transportation is a huge problem. I think you probably
heard from the bus people. It’s an ongoing problem.
Boards have been promised a funding formula for
transportation since 1997. There still isn’t one. They’re
still operating on amounts that they spent in 1997. Kids
are riding on buses for longer and longer. Every school
that closes means boards have to spend more on busing.
There are boards that now say, “We can only afford to
bus our kids four days a week.” The Ottawa board is
thinking of eliminating busing completely. There is not
enough money in the transportation budget, and I think
everybody knows that. It needs $63 million more.

One of the things we’re going to release tomorrow in
our tracking report is the amount of user fees charged in
Ontario secondary schools. The Minister of Education
said last week that it’s illegal to charge user fees for
credit courses in secondary schools. Some 82% of the
schools in our survey charge user fees for labs and
classroom materials. In most of the subjects, that amount
has gone up since last year. If the minister thinks that this
is illegal and should not be happening, then we need at
least another $19 million in the budget to cover all these
costs. These are fees for workbooks, for photocopying.
These are fees for essentials in classes.

The learning opportunities grant is a grant for students
at risk. It mostly goes to urban boards and to some
northern boards. They’re at risk for socio-economic
reasons. In 1997, the government’s own expert panel
estimated that the budget for learning opportunities
should be $400 million. The government allotted only
$180 million. In January 2000, the government’s Educa-
tion Improvement Commission recommended that the
government re-examine the learning opportunities grant.
It’s remained as low as it is now. We recommend that
another $180 million be put in there in order to solve the
problems in urban boards and rural boards.

There has been an increase in student enrolment and
there has been inflation over the same period of time. To
make up for that would cost another $1.2 billion.

1030

That brings us to a grand total of $2.024 billion
necessary to be put back in the system to make our
education system something of which we can be proud
and that works for students and for the parents who are
sending those kids to schools. That’s only a cost of $950
per student, and it’s less than the amount that the
government is right now going to spend on tax cuts for
corporations.

We feel our children are much more important than
the tax cuts. This is a desperate situation now. We’re not
wavering on the edge. Boards have really, really hit the
wall this year. They have nowhere else to take money
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from in order to make their programs survive. Boards are
looking at massive cuts across the province and at closing
another 133 schools just this year.

So what I’ve come to say to you today is that this is a
very urgent situation. Something has to be done right
away. The funding formula has to be looked at this year,
not next year. It has to be looked at in open, public
hearings, and we have to fix the parts of the formula that
we know don’t work. Thank you.

The Chair: Thank you very much. We have two
minutes per caucus, and I’ll start with the official
opposition.

Mr Gerry Phillips (Scarborough-Agincourt): Thank
you, Ms Kidder. You’ve been a tireless—

Ms Kidder: I'm very tired now, actually. I was up
giving children chicken soup at 3 o’clock in the morning,
but anyway.

Mr Phillips: You don’t show it. You’ve been tireless
for many years, fighting for public education.

My instincts are that the public has heard the concerns
but somehow is not listening now. I think you make a
very compelling case.

I represent an area in Toronto that’s desperately in
need. It’s had real dramatic cuts in expenditures. But the
lure of the tax cut seems to override almost anything, and
the government is now committed to corporate taxes 25%
below the US. We’re not about to match them; we’re
going to beat them by 25%. Everything I’ve seen says
that our number one asset is a well-educated workforce,
but we’ve decided we’re going to compete on the basis of
25% lower corporate taxes. That means, as you point out
here, a dramatic problem on funding. In fact, the minister
himself said just a few days ago we have a $3-billion to
$5-billion problem and it’s going to come from cutting
expenditures. They’re going to solve it by cutting more
of the support for education and for community safety
and policing.

The Chair: Question, please.

Mr Phillips: My question is, how do we do a better
job of communicating this to the public?

Ms Kidder: I think the government needs to look at
what’s actually happening in schools. I have heard more
times than I care to remember, “We’re spending more
than ever on education.” But when you talk to parents
and students in the schools and you look at what’s
actually happening in schools, you know that is not true,
that there is not more money in the actual schools. So I
think what we have to do is go to the schools, look at the
schools and say, “Do you have more or less now than
you did six years ago?”” And we have to ensure that that’s
the story that gets told, the story of the students in
schools. It has, for too long, stayed up there in this fight
between either teachers’ federations or school board
associations and the government. We have to go back
now and look at what’s happening to the students.

Mr Christopherson: Thank you again for your
presentation. I also want to thank you for all that you do.
I don’t know if you realize the impact you have, but the
work that your organization has done is quoted all across

the province as people respond to the need for more
funding in our school system. So thank you for that.

You’ve touched on all the key things.

What I"d like to do maybe is just give you an oppor-
tunity to use the fact that you’ve got TV cameras here
and at least some of the government members listening to
give them your point of view on what it means to our
society to continue to say that tax cuts matter more than
giving us education assistants for children who have
special needs. Let’s start talking to people about what
that trade-off has been. Bearing in mind that we just went
through the good times and this is what happened to our
education system, what does the future hold when we’re
heading into some tougher times?

Ms Kidder: I think the thing that we’ve forgotten in
our rush to make things more efficient, to make the
system work better, to cut the fat from the system—and
I’m not denying that there have been areas of waste and
still remain some areas of waste, but very few are left—is
that we forget, because education costs so much money,
that it is the most important investment we can make.
There is no other one, not even health care, in terms of
the health of the whole society.

Right now there are kids in secondary schools, be-
cause there was no curriculum developed for them, who
are looking at not being able to graduate. The cost to
society of those children for years and years to come will
be enormous. Kathryn Blackett was one of the writers of
the report on the double cohort. There are as many as
20,000 students who aren’t going to be able to get into
university in the year 2003-04 because of bad planning
on the government’s part and because of a lack of
investment in post-secondary institutions.

What we need the government and the people of
Ontario to do is to remember again why we have a public
education system, why it’s the most important investment
we can make and why it’s important that we look at our
schools and say, “Do we care about this? Do we think
students should have phys-ed teachers? Do we think it’s
all right that there are more than 40,000 kids waiting for
special education assistants?” Those children, too, who
don’t get the special-ed help that they need now will be
burdens on our society later. We need to address those
things now, while those kids are in school, while we can
give them the help, so that we have a healthy, strong
society in which we can all grow old.

Mr O’Toole: Thank you very much. I recognize the
work you do in this area.

Just a couple of points, and you could respond when
I’'m finished. The first thing is the budget. I suspect that
we’ve heard numbers from all of the advocates ranging
from $1 billion to $2.5 billion. Yours is a little bit lower
than that, but they are big numbers.

When I look at it from the student’s perspective in the
classroom and the school’s perspective, it’s approxi-
mately, according to the numbers we have, $6,998 on
average per student. That’s about $7,000. You take a
typical school of 500 students: that’s $3.5 million going
into that school. The problem is, it’s going into the wrong
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place. It’s going in up here, and there’s not enough chalk
in the classroom. So I think we need to drill down and
maybe look at school-based funding.

The other thing I want to question you on is that in the
numbers [ have, and these are published numbers, from
1980 to 1984, 317 schools were closed. That’s an average
of 64 a year. From 1990 to 1994, there were 131 schools
closed; that’s 26 in an average year. From 1995 to the
present are 206 schools, an average of 34 per year. So
there have always been school closures and I think it’s
important to recognize that.

There is a report you should have a look at which was
issued by our researcher. The chart in there shows,
including population growth, that the funding since 1995
has changed from $12.8 billion in 1995 to $13.8 billion
in 2001-02. It’s not written by some government person;
it’s written by one of the researchers with us today.

That also addresses the increases in the number of
students, with something in the order of two million
students in Ontario. In summary, it said that education
funding per pupil has exceeded 1995 levels throughout
the first four years of the student-focused funding model.

The Chair: Question, please.

Mr O’Toole: Some of the information you put out is
incorrect. How would you respond to being able to
validate the numbers, that you said next year 20,000
students will be unable to find a place in secondary
school? Can we hold you to those numbers, or do you
keep moving?

Ms Kidder: They’re not looking for places in second-
ary school. They’re looking for places in universities.

Mr O’Toole: Post-secondary. You weren’t listening.

Ms Kidder: 1 want to go back to your first point,
please. There are laws about administration now, and the
money that boards now spend on administration is
limited by the funding formula.

In terms of the school closing numbers, we know
because—and somebody from the government phoned
and said, “How did you get these numbers on school
closings?” We said, “Because we phoned every single
school board.” Sixty schools were closed last year—

Mr O’Toole: Who’s funding you?

The Chair: Order, please.

Ms Kidder: —and 60 schools closed the year before.

We are funded by three foundations and by the parents
of Ontario who send us $10 and $25 cheques, and school
councils. That’s who we’re funded by.
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The numbers we quote in terms of the study on the
double cohort are based also on surveying every single
university in Ontario and asking them specifically exactly
how many students they are prepared to take and com-
paring that to the Ontario Universities’ Application
Centre forecast as to the number of students who in a
normal year would be able to get into university. There is
a 20,000-student shortfall. That’s not for next year; it’s
for the year after.

Mr O’Toole: Actually—

The Chair: Thank you very much.

Mr O’Toole: Mr Chair, for the record—

The Chair: Order, please.

Mr O’Toole: —in the paper yesterday there were
were 10,000 students—

The Chair: Order, please.

On behalf of the committee, thank you very much for
your presentation this morning.

CANADIAN UNION
OF PUBLIC EMPLOYEES

The Chair: Our next presentation is from the Can-
adian Union of Public Employees. I would ask the
presenters to come forward, and if you could state your
name for the record, please. On behalf of the committee,
welcome.

Mr Sid Ryan: Good morning and thank you for the
opportunity to make this presentation on behalf of
CUPE’s almost 200,000 members in this province. We
represent membership in all the major sectors in the
public sector, from education to health care, munici-
palities, Hydro, child care, social services, universities.
We’ve got membership in all of them, and of course a lot
of the policies of your government directly impact upon
all of our members.

Before I get into the presentation, let me introduce the
folks who came here with me today. Judy Wilkings and
Doug Allan are both researchers with our CUPE national
organization. Shelley Gordon also helped to prepare this
brief and is a researcher in CUPE. As you can probably
see, the brief covers all of the major sectors I talked
about, but obviously the time today does not permit me to
go through all of those areas, so I’ll focus in on some of
the ones we find this year to be particularly troublesome.

I would like to start off by talking about the hospital
sector, and in particular I want to talk about PFIs. These
are these public-private financed initiatives that this gov-
ernment has embarked upon. We think this is a disastrous
direction for our province and for health care. You've
announced two of them so far, one on the Brampton
campus of the William Osler Health Centre and one at
the new Royal Ottawa Hospital. I just want to explore
how these are not a good deal for the taxpayers in
Ontario.

They’re not a cost-effective way to deliver health care;
experience elsewhere contradicts that claim. The priv-
atization of hospitals leads to increased costs, reduced
public accountability, more two-tier health care, fewer
hospital beds, and basically an attack on workers’ rights.
We’ve got lots of examples we’d like to share with you,
and the brief we’ve presented is chockablock full of
examples of where this has been a disaster, particularly in
the UK.

There are lots of reasons why it’s a disaster. Gov-
ernment can borrow money at a better interest rate than
corporations. Corporate sharecholders expect a return of
15% to 25% profit. A third factor is the cost of all the
lawyers and consultants involved in all of these negotia-
tions. You may think that’s a small sum of money, but let
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me just give you an example. The first 18 PFI initiatives
in the UK spent £53 million—that’s over $110 million—
on consultants.

Am I boring you, John?

Mr O’Toole: No, no. I’m referring to something.

Mr Ryan: The lawyers alone got £24 million—that’s
$48 million—from the contract for Coventry’s
Walsgrave Hospital; 17,000 pages of reports, and the
consultants actually asked the government to help pay for
the reading of these particular reports.

Long lease agreements, 25 years: the government may
avoid the appearance of capital spending by paying over
25-year lease periods instead of borrowing upfront, but
the taxpayers are always on the hook.

We discovered that in the UK there are fewer beds for
patients and fewer jobs in privately built hospitals than
for the same amount of investment in publicly built
hospitals.

Private investors also save money in hospital con-
struction through shoddy building practices and inappro-
priate facility design. In Durham, UK, for example, the
PFI hospital staff complain of the terrible heat that leaves
patients on respiratory wards gasping for breath. Building
design requires staff to drag soiled linen and waste
through the wards. The pharmacy has been designed
without a waiting area and is squeezed right up beside the
mortuary, so patients have to contemplate dead bodies
going by while waiting for medication. Ambulance bays
are so small that a bottleneck is created if four ambul-
ances arrive at the same time.

There is no accountability. There’s secrecy of the
contracts. Contracts are from 25 to 35 years and can’t be
reversed, and of course any mistakes that are made
cannot be reversed. In particular, we’ve got some serious
concerns around NAFTA and GATS, where we believe
that once we privatize these facilities, we’ll never be able
to bring them back into the public sector. That’s a
viewpoint that’s been circulating for quite some now in
the public sector.

We also have evidence here in Canada. Auditors
general in most provinces have severely criticized these
PPPs and said they’re not in the interests of taxpayers. In
particular, in Nova Scotia there were some schools being
built using this PPP model where the government actu-
ally had to scrap the whole notion because they said they
could have built an additional five schools for the costs
incurred by building 15 schools using PPPs.

So we think this is a really bad deal and one we would
seriously hope your government will take a look at,
particularly in light of the Ontario Hospital Association’s
presentation yesterday where they say they’re $1 billion
short in the system. We think that money would be much
better put into front-line services rather than into the
pockets of consultants, lawyers and corporations trying to
get their share of taxpayers’ health care dollars.

A second area we’d like to take a look at is chronic
care. We believe that government is cutting back on these
vulnerable patients through a backdoor route, redesig-
nating chronic care beds, which receive a certain level of

funding, nursing and services, to long-term-care beds,
which receive much less funding and thus can’t provide
as much nursing care or programs to patients.

Three chronic care facilities—St Joseph’s in Guelph;
the Perley and Rideau Veterans’ Health Centre in Ot-
tawa; and the Malden Park Continuing Care Centre in the
Windsor Regional Hospital—are all currently affected by
this process. Studies conducted by Pricewaterhouse-
Coopers show that Ontario’s long-term-care facilities
have fewer hours of nursing care than most jurisdictions
in Canada and many in the US. It is clear that the
redefinition of chronic care beds from complex con-
tinuing care to long-term care will create a crisis in care
for very wvulnerable residents of Ontario. We don’t
believe this is one of your great “Bright Ideas,” as this
budget has referred to. We think this is dragging health
care back into the Dark Ages.

We’d also like you to take a look at community care
access centres. Clearly this is an area where the govern-
ment’s policy has been an absolute disaster. CCACs are
rationing health care to vulnerable citizens in their
communities at a time when people are being kicked out
of hospitals much more quickly through a revolving-door
syndrome.

CUPE has done an analysis of what’s actually hap-
pening. Let me focus just on one community if I could,
Windsor, where prior to the Tories coming in and setting
up their CCAC model and privatizing home care
services, most of the services in that community were
operated and run by VON and the Red Cross. Today, in
place of those, we’ve got eight private sector companies,
all with their own CEOs, all with their own finance
directors, all with their own human resources directors,
all with their own front-line managers, all sucking money
out of the health care system. We’ve estimated that
approximately $240 million, almost 25% of the budget, is
being absolutely consumed by bureaucracies you’ve put
in place, whereas before we had non-profit agencies and
non-profit organizations sharing information among
themselves.

The nature of the system you’ve put in place with
community care access centres lends itself to secrecy, no
openness with respect to the tendering of contracts, these
companies not sharing information between themselves,
no common database, and, as I said, a massive bureau-
cracy which is being supported by $240 million that is
actually coming out of the pockets and coming out of the
health care provision to vulnerable citizens in our
communities—a quarter of a billion dollars being wasted
on your bureaucratic CCAC system.

Just to demonstrate and highlight how bad it is, just
before Christmas you passed a special piece of legislation
waltzing into these CCACs, taking control, kicking off
the democratically elected boards of directors and
appointing some Tory hacks sitting in on these agencies
supposedly to run the CCACs, because it’s a complete
disaster and you know it’s a disaster. If you really want
to save some money in this budget, take that quarter of a
million dollars, reinvest it back into the public sector and
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non-profit agencies where the citizens of that province
can get some decent home care provided.
1050

I’d like to talk about the education sector for a few
moments, if I could. Last year’s budget included the tax
credit of subsidized private school tuition. Estimates on
how much the tax credit will cost when fully imple-
mented may vary from $300 million to a billion dollars,
depending on how much people access this new priva-
tized system. It diverts money away from the public
school system. The Minister of Education repeatedly
claims that we’re spending more on education than ever
before. The claim is untrue because it fails to take in-
creased enrolment and inflation into account. Funding on
a real per capita basis has actually been reduced by
nearly $2.3 billion, according to the CCPA, the Canadian
Centre for Policy Alternatives. The Ontario Public
School Boards’ Association estimates that there’s an
annual shortfall of $1.1 billion. Even the directors of
education from every school board in the province, 72
school boards, have written to Minister Ecker outlining
their concerns about the inadequacy of the funding
formula.

Just to give you a small synopsis of what these folks
are saying when they write in to the minister: the Blue-
water District School Board is looking at a $3-million
deficit for next year and is contemplating closing up the
15 schools. The Thames Valley District School Board is
facing a $5.2-million deficit, and that’s after dealing with
a $6.6-million shortfall last year. The Thames Valley
school board was recently in the news when it was
learned that it was charging user fees for core subjects
such as math and English at some of its schools. The
Windsor Catholic school board will have to deal with a
$2.5-million deficit after making $3.8 million in cuts last
year. The Ottawa-Carleton District School Board is at a
$35-million deficit, a gap so large that staff recently
recommended cutting busing for all inner-city residents,
including kindergarten students. The Toronto District
School Board deficit could be as high as $150 million
next year, which may cause all the city schools’ pools to
close, among other cuts. This board has already cut $268
million from its budget. So clearly you can see that
education in this province is in a crisis situation and
desperately needs some dollars. They don’t need public
sector money going into a private sector concern.

The last issue I want to talk about briefly is electricity.
The provincial government’s electricity deregulation and
privatization program will be an economic disaster for
Ontarians. It’s ironic that the symbol for the ministers’
budget consultation, Bright Ideas, is a light bulb. If you
go ahead with your plans to privatize and deregulate
electricity, it may become the symbol of your worst idea
and not a very bright idea at all. With deregulation, On-
tario residents, businesses and public institutions will see
their electricity rates double and the cost of almost every-
thing Ontario produces increase in price. Electricity isn’t
confined to a single sector of the economy; it affects
everything from hospitals, schools, cars and coffee to
hockey rinks.

Just to give you a sense of the two major reasons we
believe electricity rates will double under deregulation:
they are the sale of our electricity system and competition
against Americans for Ontario electricity. Clearly, elec-
tricity in every jurisdiction in the US is higher than what
it is here in Ontario, and we’re competing against those
interests, particularly the states that border on to Ontario.
We will be forced, through this so-called market
economy, into raising our electricity rates on the spot
market to the level that’s being charged in the United
States. The system is open and ripe for manipulation in
California. I was there not so long ago taking a look at
what they’ve got, the disaster they have on their hands.
Clearly you’ll have suppliers who are shutting down their
generating stations and their generating plants at a time
of high peak and high demand, allegedly because of
maintenance outages, only so they can drive up the price
even higher.

The Ontario government is also selling electricity
systems to foreign transnational corporations after trans-
ferring most of the systems’ debt to the province. The
government plans to have electricity consumers pay the
transferred debt. The Provincial Auditor has said that the
taxpayers are at risk for paying this debt if the govern-
ment’s deregulation plan doesn’t work. I can’t hear one
single expert on any side of this debate saying that this is
going to work.

One way or the other, as electricity consumers or
taxpayers, Ontarians will be forced to continue paying off
this debt long after the profit-making parts of the
electricity system has been sold off and the new owners
walk away with their profits, rather than paying off the
debt and financing government services as their public
system earnings currently do. In addition to retaining
most of the debt, the government is also keeping most of
the risks associated with these electricity sell-offs. For
example, the government has retained the responsibility
for decommissioning the eight nuclear reactors at the
Bruce station that it leased to British Energy. Also, the
price paid by the new owner in this forced lease was
outrageously low. American nuclear power plants, even
those that are older and smaller than Bruce, are going for
10 times the price per unit of capacity that British Energy
paid to Ontario for the largest nuclear power plant in the
world. Seniors and others on no fixed incomes would be
among the hardest hit by these rate hikes. The main
groups that stand to benefit are financial services like the
banks and very scary energy traders modelled on the
Enron model.

Clearly, we think this is not a bright idea. This is not
something that we believe we can afford in this province.
We indeed sincerely believe that. We’re not necessarily
calling for a system that’s exactly like the old Ontario
Hydro, but we would like to see an investment in green
power, not in greed, and we would like to see a publicly
run system where the consumers of this province are
protected. Many of them today are criticizing your
privatization plans where industry will be able to have
power at cost.
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That’s something we’ve had in this province for 92
years. I’ve not heard a great clamouring from the
business community or from consumers, saying that we
should trash the system we have in place today. I guess
Ontario is regarded as the economic engine of Canada
and we have indeed been producing power at cost. I think
I know a little bit about this. I’ve worked for Ontario
Hydro for 17 years. I’ve been on the payroll for many
years at Ontario Hydro and I don’t see or hear the
clamouring from the public that you’re suggesting is out
there. Yes, there were some problems with Ontario
Hydro, but the solution you’re coming forward with is
not in the interests of taxpayers, is not in the interests of
consumers and is certainly not in the interests of the
business community. That will become all too clear once
this deregulation is in full swing.

Those are most of the comments that we’ve got to
make for now. I’ll be happy to entertain any questions.

The Chair: We have one minute per caucus.

Mr Christopherson: Welcome, Sid. Another excel-
lent presentation. I'm going to go to the CCACs; I could
pick any issue you’ve done here. I want to give you an
opportunity to talk about the impact of underfunding and
therefore lower wages for the home care workers and
what that means for consumers, in terms of the people
who work for the agencies, not having a decent income,
not having decent benefits, and the working conditions
they’re under. What does that mean at the end of the day
for the average consumer, the other average citizen who
is receiving these services?

Mr Ryan: I’ll pick as an example any one of the cities
that border the US. I'll pick Windsor because it’s one
we’re familiar with.

In Windsor, when the VON and the Red Cross were
delivering home care services, they were being paid a
wage—the nurses in the system, for instance—that was
comparable to nurses in the hospital system. When they
moved to this model of privatization, of course the
companies they use—one company from the US, by the
way, that had been charged with defrauding the health
care system in the US waltzes into Windsor and wins the
bid for most of the contracts. They decided to cut wages
by five bucks an hour. All the nurses and health care
workers said that they would refuse, because these are
professionals and post-secondary educated. They refused
to work for $5 an hour less and they left the system. They
went into the US, into the Detroit hospitals. In other
words, Canadian taxpayers’ dollars, Ontario taxpayers’
dollars were used to train nurses and health care
professionals for the system in the US. The Detroit
hospitals came in and had on an organizing drive and
took many of these workers away.

The remaining nurses and health care professionals
moved into the hospital system, to the point that the
CCAC made a presentation to the Ontario government
on, guess what? To raise wages by five bucks an hour, to
say that they cannot attract any health care workers into
the home care profession any longer.

So now there is a great drive across the province to try
and raise wages so they can attract the workers back into

the system, much like the Tory government’s fiasco with
nurses when they equated them to Hula Hoop workers
and said they were no longer required in the health care
system, “So let’s get rid of 10,000 nurses.” We paid them
massive severance packages and then we had to initiate
organizing drives in the US and elsewhere to try and
attract people back into the nursing industry. That’s
exactly what has happened to the CCACs and home care.
It’s a complete disaster.

The Chair: Thank you very much.

Mr Ryan: We wonder why dollars are being just
ripped off by private sector concerns.

The Chair: We have to go to the government side.

Mr Joseph Spina (Brampton Centre): Mr Ryan,
good morning. Thank you for coming, as usual, with
your perspective.

Going through your presentation, there is one state-
ment you made here that, you may be surprised—hold on
to your chair—I agree with, and it’s that private hospitals
are a bad idea. But your fundamental error is in assuming
that William Osler will become a privately owned and
privately operated hospital. That is fundamentally wrong
because it’s against the Canada Health Act.

1100

You’ve heard of “build to suit” in the construction
industry. That’s all that is. The building would be built to
suit the operations of the hospital. Do you understand
that William Osler will continue to be a publicly run,
publicly funded and independent unit, just as it is now?
The difference is that the hospital building—and the land
is owned by Osler, by the way; those are the facts—will
be built by the private sector but the operation is
continuing to be publicly run, publicly funded. So there
will be no risk to the organized unions within the oper-
ation of the hospital. Wouldn’t you agree that there is
nothing wrong with that?

Mr Ryan: This is news. This is new Tory policy
being made on the fly.

Mr Spina: No. This is not Tory policy on the fly.
Those are the facts. Check them out.

The Chair: One conversation, please.

Mr Ryan: Excuse me, Chair, could I answer the
question? I think he’s rambled on long enough.

The Chair: One person has the floor.

Mr Ryan: Given that we’ve now got new Tory policy
we’ll hold you to this, Joe, because you’re on record. In
Ottawa we’ve been told, and the public announcement
was, that indeed the hospital will be built by the private
sector and the services also will be provided by the
private sector.

In fact, just last week I was at a demonstration down at
the Chedoke hospital in Hamilton. You may sneer at this
all you like, but down in Hamilton they’ve actually tried
their damnedest to bring in the private sector to deliver
all the public services in the hospital that we currently
have today, certainly food services, maintenance services
and so on.

So what you’re saying is not true, that it will be
publicly run and publicly operated. Indeed, even if that
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were true, it has been proven by the auditors general in
every single province that the taxpayers are on the hook
for the actual building of these facilities where you’ve
had these PPP initiatives. It’s not rocket science, Joe.
You go out and try to build a facility and lease it back to
the public over a 25-year period, and after 25 years the
public is being ripped off by this.

It enables you to get the debt off your books. It doesn’t
show as capital cost. You might be able to come in and
balance your books, but you’re trying to balance your
books on the backs of the taxpayers of the province
through surreptitious means.

The Chair: With that, I have to bring it to an end. Mr
Phillips.

Mr Phillips: Thank you, Mr Ryan. I always laugh,
and it’s interesting that when they don’t like what they’re
hearing, they kind of shout at you.

We can only get one question in. Mine is on the sub-
stantial funding—I think it’s $500 million—for private
schools at a time when everyone understands that our
public schools are under enormous stress. This came
right out of the blue. We had pre-budget hearings last
year and not a single person mentioned this, and then
suddenly in the budget there’s $500 million for funding
private schools. What are your members’ feelings or
yours on why the government at this time would be
proceeding to fragment our public schools and put
substantial monies into private schools?

Mr Ryan: Frankly, they’re in a state of shock about
this one because we’ve got roughly 45,000 support staff.
That’s everything from educational assistants, for
example, who provide services to children with special
needs—and we’re seeing where before we would have
had at least one EA per two or three children with
disabilities in need of desperate front-line services, that’s
now been slashed. EAs are being laid off. In other words,
there’s no money in the system. To hear the government
come out and say, “We’ve found $500 million to $1 bil-
lion” to just hand over to the private sector, thereby
starving the rest of the public system—and I’ve gone
through many examples of some of the school boards
where they’re facing deficits in all of the schools—
they’re beside themselves that this could actually be
happening.

You’ve got parents’ groups coming forward, talking
about the state of filth in the schools, and vermin—rats,
mice—and black mould, you name it. Pent-up demands
for maintenance costs in all of the schools are not being
addressed, and then they turn around and say, “We’ve got
$500 million to $1 billion” to give off to the private
sector. It’s just outrageous. It’s criminal, actually. It’s
bordering on criminal activity, I believe, to do that and to
allow the public system to fall into such a state of
disrepair and decay.

We see it. Our members live it every single day of the
week. They work in those schools. They see the filth;
they see the dirt; they see the uncleanliness; they see the
health and safety problems. Thank God there are some
citizens’ groups coming forward not just from, as the

Tories would like to believe, the usual suspects; you’ve
actually got people coming in from Rosedale who are
saying, “We too are experiencing that in our school
system.”

The Chair: On behalf of the committee, thank you
very much for your presentation this morning.

CANADIAN FEDERATION
OF INDEPENDENT BUSINESS

The Chair: Our next presentation is from the
Canadian Federation of Independent Business. I would
ask the presenter or presenters to come forward, and if
you could state your name for the record, please. On
behalf of the committee, welcome. You have 20 minutes
for your presentation.

Ms Catherine Swift: Good morning. Thanks once
again for inviting me to appear. My name is Catherine
Swift. I'm president of the Canadian Federation of Inde-
pendent Business. My colleague Judith Andrew is play-
ing the techno-geek at the moment, attempting to set up
our PowerPoint presentation.

As that’s happening, I just want to mention some of
the items we’ve included in the kit that are germane to
what I'd like to speak to today, which is the overall
economic situation in Ontario as we see it from the small
business standpoint. Your kit includes, on the right-hand
side of the folder, the Ontario Small Business Primer.
There are a lot of interesting basic statistics in there
relating to the small business sector in Ontario. On the
left-hand side are some research pieces we have done.
The first one, Help Wanted, is on labour shortage issues;
we have our national study; and then, under that, there
are Ontario-specific data on a number of aspects of it.
Following that, we have our 2002 business outlook and,
after that, the Ontario-specific version of that particular
document. Also, we’ve included a black and white copy
of the charts we’re going to present to you in smaller
version, with some ability to make the copious notes I’'m
sure you’ll want to be taking on this presentation.

I might just make a couple of comments about the
CFIB. We’ve been here before, and my capacity today is
as a so-called expert witness. My colleague Judith, inter-
estingly enough, will be back this afternoon for a more
conventional appearance. I’'m going to try to stick to the
overall economic situation and highlight a few issues, but
she will be getting into a number of policy issues in more
detail later this afternoon. We’re hoping not to overlap, to
the extent possible.

As I suspect you all know too, virtually all of the data
behind the work we do are based on surveying our small
business members across Canada. It is very much an
amalgamation of the point of view of that sector. We
currently have just over 102,000 members across Canada,
41,000 of whom are here in Ontario. Sectorally, we very
much represent the economy in that our members can be
found in all sectors, all regions, rural and urban, so we
end up getting a pretty interesting perspective on what’s
happening with the sector.
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In terms of the main items I’d like to touch on, the
first one is the role of small- and medium-sized enter-
prises, SMEs, in the economy. I’d like to speak to the
outlook that our members see for the economy. I’d like to
just briefly touch on some policy priorities for this year
and some more medium- to longer-term concerns that we
thought it was worth raising as well.

In terms of the role of small businesses, it’s kind of
interesting. As an organization, we’re actually in our 31st
year. About 25 years ago, the small business sector repre-
sented about a quarter of Canadian employment and
gross domestic product economic activity; now it’s about
half. So there has been a huge increase in the role of the
small- and medium-sized business community over that
period of time. This has been driven by many, many
different phenomena: technology, of course, has per-
mitted smaller firms to thrive; the downsizing of large
corporations; in some respects, the public sector has
downsized at certain times and outsourced certain things
to the private sector; we saw a huge influx of women into
the labour market in the 1960s and then in the 1970s and
1980s we saw them starting up businesses as a logical
progression; and the service sector grew a lot.

There were an awful lot of trends that drove this
growth of the small- and medium-sized business sector.
A number of interesting results arise from that. We’ve
started referring to our members as the non-stock-market
economy. As we all know, the stock market has been
gyrating wildly over the last year or so, after a number of
years of pretty stellar gains. Of course, when you look at
a large firm that is dependent on its stock value listed on
the stock market and suddenly—often for reasons driven
maybe not by long-term thinking, shall we say, but by
some short-term concerns—lays off sometimes tens of
thousands of employees because their stock price is cut in
half, that business may well be forced to make a decision
that really isn’t in the long-term interest of that particular
business.
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I speak to a lot of our members on an ongoing basis,
and one of the criteria of membership in CFIB is that it is
not a publicly held company; it’s a privately held firm.
Of course, they end up having a lot more control over
their business. Post-September 11, for example, when we
saw a lot of layoffs and worrisome headlines in the busi-
ness press, | spoke to a lot of our members and said, “Are
you planning layoffs?” and they said, “Well, things have
slowed down a bit for me but, no, I’'m not, because I
know I’m going to need those people in six months or a
year or whatever it is, when things start ramping up
again.”

We are increasingly seeing the role of the small- and
medium-sized business community in Ontario and
Canada as a stabilizer to the wilder gyrations that we see
in the large corporate sector because of some of these
trends being driven by their stock market value, which
often forces them into some decision-making that really
isn’t necessarily all that positive. We believe it’s an
interesting phenomenon to comment on, because of

course a number of policy implications fall out of the
increasing role of small firms and the fact that they very
much offset and stabilize a lot of the wilder gyrations.
We should end up with a business cycle with fewer
extremes in them, for example, as one outcome.

Something we have emphasized very much, and not as
a surprise to anyone, is the key importance of business
and consumer confidence. Governments of course can
have a huge role in either destroying or bolstering that
confidence level. Certainly the post-September 11 envi-
ronment was a good example where everyone felt shaky,
for good reason. We believe a number of governments
sent out some encouraging messages and that helped to
build up confidence. Consumer spending being 60% of
our economy, as we know, when consumer confidence
drops off, it has an amazingly quick negative impact and,
of course, the downward spiral that ensues from that.

All of these observations on the role of small business
clearly have major policy implications. Here are some of
the data just for Ontario, for example. This is only over
an eight-year period, but even in that not-too-extensive
period, overall we see the small- and medium-sized
business sector increasing their share of the pie, and as I
mentioned earlier, relative to 25 to 30 years ago, it has
roughly doubled.

In terms of job creation, the other thing that’s worth
reiterating—I know we’ve said it before but we’ll say it
again—is we still see the lion’s share of jobs created by
small- and medium-sized firms. About half of those
usually accrue to new businesses in the economy and the
other half to growth in existing businesses. So part of it is
enterprise creation and part of it is growth of existing
enterprises.

In this particular chart, the number is two thirds of
jobs in the year 1998; 1998 was quite a good year for job
creation, as you may recall. What we find more dramatic
is, when you look over time, on average over a 10- to 20-
year period, we see smaller firms actually creating about
80% of the net, because in a downturn, there is a hugely
disproportionate amount of job losses that come from the
large corporate sector. So that’s good news as well. If the
role of the small business community is growing and
they’re creating the vast majority of new jobs, then pre-
sumably over time we should be seeing some improve-
ment in the employment market generally.

The other interesting thing that the fellow who spoke
before me might not agree with—this is data from a
public opinion poll; it’s not our data. These kinds of polls
have actually been conducted repeatedly by the various
polling companies and so on. In terms of workplace
satisfaction, overall, “self-employed” is number one by a
good bit and “small businesses” is number two. When
we’ve done these polls, we’ve probed into why this was,
why people were happier, and it tended to deal with a lot
of the intangibles: more flexibility in their workplace, the
sense that they contributed more because they didn’t feel
like a cog in a wheel; they liked the fact that they often
worked side by side with the owner of the business, so
they felt they had much more say in terms of what
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happened in that business. It was a lot of intangibles.
Typically it was true that their salary or compensation
wasn’t as high, but nevertheless they still felt more satis-
fied overall in the smaller-firm setting. That’s good news
as well.

Mr Phillips: Are the politicians down there in the
public sector?

Ms Swift: It was so small that we didn’t even include
it on the chart, Gerry. They’d be in the public sector
lump, wouldn’t you think, Judith? In any case, public
sector is not high, but we also know that highly unionized
environments tend to have higher dissatisfaction rates,
because of course the whole raison d’étre of unions is to
make people dissatisfied. That’s how they grow their
membership.

Mr Steve Gilchrist (Scarborough East): Hear, hear.

Ms Swift: [ know. The truth hurts.

The 2002 outlook is interesting. CFIB does regular
surveying on the economic outlook of our members in
any event. But we really cranked it up in terms of fre-
quency post-September 11, because there was so much
uncertainty. We actually surveyed our members weekly
for two months after September 11. We surveyed them
via e-mail so we could get incredibly rapid feedback of
the data. We found much more optimism among that
sector than you would have thought if you were only
reading the business press, which was all doom and
gloom, as it sometimes is. Interestingly enough, what
we’ve seen happen in the economy, as we’ve got the
official stats from Statistics Canada and the US agencies
and so on, is that our members were darned right, which
was good, because they were more positive than anybody
else. Of course we didn’t have the recession everybody
was muttering about last year, as we saw with the GDP
data that came out last week, because we economists
define it as two quarters of negative economic per-
formance.

Mr Gilchrist: Gerry Phillips tried, but no one be-
lieved him.

Ms Swift: Seemingly everybody loves to trot out the
negatives. We were doing our best not to be a Pollyanna
about it, but we were getting that feedback from our
members consistently and regularly, and it wasn’t chang-
ing, and so we were reporting those data. Indeed, I have
here our most recent data on the economic outlook, as
seen by small and medium-sized firms, and it remains
quite optimistic. They’re not expecting a banner year, but
they are expecting a decent year in the Ontario economy
and nationally as well. As you can see, a good chunk,
basically the vast majority, believe we’re going to see
either similar or stronger growth this year as compared to
last year, and they believe it’s already happening. Some
of the data we’ve seen are already backing up that type of
outlook.

In terms of where Ontario sits relative to other
provinces, it’s kind of in the middle of the pack. In terms
of the stronger side, it’s up toward the top, but then there
is a larger chunk that believes we’ll see a little more
weakness—ecertainly a decent showing in Ontario relative

to the rest of the country. So our members are not
despairing of the economy generally.

When we look at the sectoral outlook, the financial
industry has the strongest expectations, business services
and so on, and even the manufacturing sector. Parts of
the manufacturing sector have been hurt; there’s no
denying that. A number of the primary industries, agri-
culture being a notable example, have been hit pretty
hard by climate conditions and a number of other inter-
national trade issues and so on, and primary products as
well. Commodity prices are still pretty depressed in a lot
of areas. Nevertheless, overall we see the expectation of a
reasonably decent year. Given that this is half the econ-
omy, the likelihood that this is accurate is pretty strong.

We also have the growth rate by province here.
Ontario is kind of in the middle of the pack. This is
always a bit of back-of-the-envelope, but we did estimate
that if we see overall national job growth of 3.6%, which
is what these data suggest, that will translate into about
250,000 new jobs nationally. Given that Ontario is not
the most optimistic but pretty much bang on the average,
we wouldn’t be surprised to see 75,000 to 100,000 jobs
created in Ontario this year. And these are, after all, the
job creators we’re talking to.
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We also asked them about what they expected to do
with their wage inflation and price inflation. In terms of
wages, as you can see, over half expected they would be
paying increases to their employees equal to or above
inflation—so reasonable increases there—and just under
a third didn’t foresee any change. So at least there’s some
stability and also some increase on the wage front, which
is positive from the consumer side, and they weren’t
naturally expecting too much in terms of inflation on the
price side, in most areas anyway.

We were intrigued, because we haven’t asked before,
about the effect of the value of the Canadian dollar, and it
was very much a mixed bag of responses, which was
interesting. Certainly a lot of our exporters would benefit
from our low dollar in a short-term sense, which is
reflected by a certain proportion here. Just under a
quarter liked the low dollar, but another slightly larger
chunk felt they wanted to see an appreciation of the
dollar. The majority felt they weren’t directly affected,
but of course we’re all affected, albeit sometimes in-
directly. I guess what disturbs a lot of our members right
now about our seemingly consistently declining dollar,
when we look over the last 25 years or so, is that it
simply means a lower standard of living for all of us in
the long term, although it may well have short-term-gain
effects for people whose businesses are exclusively
export.

Those are just some of the highlights of some of our
recent economic statistics that suggest our members are
expecting a not-too-bad-at-all year in 2002, and they’re
acting accordingly with respect to wage increases and
investments and so on.

Looking at some of the sort of overarching priorities
on the fiscal side, naturally a number of provinces are
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coming under a squeeze right now for a number of
different reasons, most of which seem to be linked to
increasing cost pressures, health care being number one,
but also other areas. There’s no doubt that the federal
government didn’t do any provinces any favours with
what they did with the transfer payments on health care
over the last number of years. It helped their finances a
lot, mind you, but it didn’t help the finances of any other
level of government, not surprisingly, as the problems
just got pushed down.

That being said, we believe the notion of balanced
budgets has been a huge confidence builder for Ontar-
ians, for Canadians generally and certainly for busi-
nesses. Businesses are acutely aware and concerned
about fiscal indicators such as balanced budgets. We
believe everything should be done to avoid going back
into deficit. We still believe there’s a lot of spending on
non-essential areas, and, as we know, there are many,
many different possibilities to deal with there. For
example, we’ve always advocated totally eliminating
subsidies to business. There are still subsidies to business
built into all kinds of regional agencies and entities and
so on, and although it might sound counter-intuitive, our
members have never believed that was a good way of
spending taxpayers’ dollars.

Of course, we see practices seemingly expanding in
some areas. For a long time, we have opposed govern-
ments having union-only procurement practices. When
the amalgamation of the school boards and everything
took place a few years ago, a number of our members
who had done a perfectly good job, say, installing
windows in schools or whatever suddenly couldn’t do
that work any more. Of course, that drives costs up. I
hear about costs in education, and yet they persist with
practices like that. Well, clean up your own house before
you start complaining about the lack of funds. It’s not
only incredibly unfair that these businesses are sub-
sidizing their competitors via their tax dollars, but it is
unconscionable that taxpayers should be paying more for
these kinds of things, and at the same time we have all
the complaining about how there aren’t enough funds in
these areas. And this, of course, goes for governments at
all levels that have these policies built into different
areas. They’re inequitable in the extreme and just plain
stupid from a financial standpoint.

As you can see from the next chart, debt repayment
remains the number one to people. There’s no question
tax reductions were welcomed by our members, but when
we asked them to rate what are the most important fiscal
priorities for them, debt repayment comes out number
one every single time. Debt is simply future taxes, as we
all know, and the inability to provide services as we
continue to spend—I think in Ontario it’s about $9 billion
a year in debt financing charges. I’'m sure we could all
think of lots better ways to use that kind of money.

In terms of when we do look at spending increases,
not surprisingly—and this is where our members tend to
come out, I would suspect, in the same place as the vast
majority of other Ontarians—health spending obviously

is a priority area. Everybody perceives that. Following
that, we start getting into education and the whole
infrastructure stream. But looking back at the previous
chart, of the three areas—debt repayment, program
spending and tax cuts—program spending is the lesser of
the three areas for priority. So clearly there are selected
areas where our members do feel spending increases are
justified.

In the general area of tax issues—and I know Judith is
going to be getting into some more detail in a number of
these things this afternoon—the property taxes are
number one in Ontario for our members. It’s not the case
across the country but, as we’ve said before, it’s a very
complex area. We don’t underestimate the complexity of
that whole mess, which has been allowed to become a
mess for decades and decades. Successive governments
have basically wimped out about doing anything about it.
The current government has to be commended for doing
something, but of course it’s one of those issues where
you’re probably going to make half the people mad at
you no matter what you do about it, and I think that has
probably come to pass. But it sure needed reform badly.

Our key issue has always been that we need to start to
at least narrow the gap between the small business sector
generally and the whole residential area. I don’t want to
digress on that at the moment, because there are a lot of
possibilities there as to how to do that. We’re certainly
not advocating—cranking up the residential taxes ob-
viously isn’t very politically realistic, but we do believe
over time to start to bring that gap down is feasible, and
of course continuing to crank taxes up on the business
sector isn’t a winner in the long term. It might seem OK
politically in the short term, but ultimately you’re punish-
ing your wealth and job creators in the economy, which
doesn’t seem to be a good long-term strategy.

We still do remain uncompetitive in a lot of areas, a
lot of tax areas. We are active at all levels of government,
as you know, but there’s no question the tax cuts that are
planned in the US economy are going to put the pressure
yet again on Canada, to look at those and attempt to
become more competitive in the tax area. We’ve had
some improvements, though, which is moving in the
right direction. But when we talk about a number of the
overall macroeconomic issues and productivity, taxes
can’t be left out of the equation.

Payroll taxes are more of an issue for smaller firms, as
we’ve said before, and they continue to be problematic.
We’ve seen some slight reductions in some of them. Of
course here in Ontario the EHT exemption for smaller
firms was very, very welcome. We’ve seen some EI re-
ductions federally, but then of course CPP increases have
been very stiff the last number of years and have
overcome reductions in some other tax areas.

A last issue that, again, we’ve mentioned before is the
whole area of tax administration. We’ve done a lot of
work over the past few years, extensive briefs on the
subject, and so on, and there has been progress. So,
again, not to say there hasn’t been progress, because
there has, but the retail sales tax remains such a con-



5 MARS 2002

COMITE PERMANENT DES FINANCES ET DES AFFAIRES ECONOMIQUES

F-1015

fusing mess. There is seemingly a resistance to sharing
information or giving opinions to people that they can
count on and things are never given in writing. So a lot of
it is just a lack of accurate information on so many of
these issues. Of course, somebody makes a mistake, not
knowing what the right way to do something is, and gets
whacked with penalties and interest and back payments
or whatever. So there’s a long way to go.
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We deal across the country, and Ontario has one of the
worst tax administrations in this country. Like I say, we
have detailed the problems extensively in a number of
briefs. But the main thing is, as with any change in the
bureaucracy, there needs to be political will to improve
the situation. So we have seen some progress. We would
simply encourage: please keep on the case or there will
be problems with slipping back and not making the
progress that we need to make.

It’s frankly unfair. We’ve seen this in Ontario. It’s not
the only one where we’ve seen it, but there’s such a bias
toward the auditing side as opposed to at least trying to
push things out on the—there has to be auditing, and
nobody’s questioning that, but there is a terrible bias
toward that as opposed to properly informing people as to
what the rules are in the first place. Presumably, if you
did that, you wouldn’t need the same focus on the
auditing side.

A continued problem issue is the whole WSIB. This is
an ongoing challenge. The elements of it may change, but
it certainly seems to be a bureaucracy that often is too far
away from the accountability of government.

A number of the current issues I’ll just touch on
briefly. This review that the board is undertaking of
coverage, sectors that currently are not covered under
WSIB, sets off a lot of alarm bells. First of all, given that
they are a monopoly, Ontario businesses aren’t permitted
to get insurance coverage under any other—

Mr Gilchrist: It scares us too. Don’t worry.

Ms Swift: Yes, but the government is ultimately
responsible for it, despite the fact it’s an arm’s-length
agency. These coverage issues, we don’t believe there
has been proper work done to demonstrate that there
would be any benefit from it. It would certainly improve
their monopoly, from their standpoint, so I can see their
perspective here. But if you do start taking in industries
like financial services, you’re not going to pay off your
unfunded liability any more quickly because those
firms—they shouldn’t be asked to pay for unfunded
liability that has been built up by other sectors. You’re
going to have new claims coming in from those sectors,
so from a financial standpoint there is no logical argu-
ment to say you should be extending that coverage.
Premiums are of course still a problem. There are always
issues about different kinds of injuries or illnesses, envi-
ronmental injuries and so on—*“environmental illnesses”
I guess is more accurate—that have a dubious attachment
to the workplace, constantly being looked at, put under
the rubric of WSIB. Their bureaucracy continues to be
one of the worst for our members to deal with. We get

huge complaints all the time about just getting informa-
tion, the usual types of issues.

Another current concern is the whole area of the
definition of “independent operators.” This is always a
bugbear of one kind or another. But the not surprising
tendency, or not surprising clear preference, of the WSIB
is basically to describe everybody as an employee: there,
you’ve taken care of it, and everybody therefore is
covered under WSIB. But obviously there are many,
many legitimate independent operators out there. They’re
virtually your entrepreneurial sector, which I don’t think
anyone would really want to quash. What we really need
to have is a fair test that is based on sensible criteria. The
other thing is, it should be somewhat consistent with
other definitions of “independent operators” that take
place in other areas of government and legislation. So
that’s another alarm bell that we see in that area right
now.

A lot of our issues, too, seem to arise from problems
with coordination between the federal and provincial
governments. Of course, Ontario is not the only province
that has these challenges, but right now we see a lack of
co-operation that is pretty profound in a number of areas.
Some examples—and there are many, many examples:
why is Ontario the only province that currently lacks a
training agreement? It seems to be a spitting contest,
from everything we can see. We’re not blaming—in fact,
we are blaming. We’re blaming both parties because
we’re active at both levels and we feel there just seems to
be a desire not to play ball on that one. That’s con-
straining an awful lot of the community colleges and the
various educational institutions and so on—to be able to
move forward with a number of programs. So we don’t
see that as a winner.

Our ongoing problems with internal trade in this
country are such a self-inflicted stupidity. There, I
believe, political will is lacking on many fronts, but I
think in the past Ontario has actually pushed on that file
and that has been very welcome. I would encourage you
to continue doing that. It’s kind of a sleeper issue. It’s
never going to be on your hit list or your top 10 or
whatever, but it’s a very important issue for small firms
and it’s an absurdity that many businesses can trade more
readily with the US than they can with their bordering
province.

The whole privacy legislation is another interesting
case in point of an area where the notion of going alone
and doing your own thing and therefore having a number
of different types of legislation that a business has to
contend with. Why can’t there be collaboration so that
there can be consistency between different pieces of
legislation of different governments, because the federal
government has privacy legislation as well and so on.
There, the lack of consistency is the issue.

Those are just some examples. Goodness knows there
are many more.

Another key problem we see looming, which doesn’t
get anywhere near enough attention, to our thinking any-
way, is the whole labour shortage area. Naturally, finding
people with the skills a business wants and so on is
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always a challenge, but it’s been worsening over the last
15 to 20 years for a lot of different reasons: demo-
graphics, technological change, phasing out of certain
skill sets, bringing in of other skill sets and so on. But we
are currently faced with major structural unemployment
problems. We might think it’s limited to any one sector
but we’ve done some pretty comprehensive research, and
that’s this Help Wanted piece that’s included in your
package. We’ve found it’s problematic right across the
country. In areas of the country that have high unemploy-
ment rates there are still major labour shortages. So it’s
by no means simply a function of the business cycle.

This is just a graph comparing—the heavy line is the
inability to find people, basically a shortage of qualified
labour, and the thinner line is the unemployment rate. So
there’s no question that in a very strong economy you
have a harder time and in a very slow economy, such as
we had in the early 1990s, you have a better time.
Nevertheless, you still see persistently high levels of
labour shortage problems.

We looked into such things as what levels of experi-
ence were hardest to find, and I'm just going to zing
through them because these are all in your package. We
did break it out by industry. We looked at the level of
education that was hardest to find. Again, it’s across the
board. There are problems at every level of education.

This was an interesting one: we asked what they felt
were the most important skills or qualities in their em-
ployees. A lot of people seeking employment, and young
people as well, would benefit from this, because a lot of
these are sort of the intangibles. They are certainly things
like computer knowledge, writing skills and so on, but an
awful lot of them are these intangibles that are more
work-ethic related, really: willingness to learn, to stay at
the business and so on. So that was kind of interesting as
well.

Not surprisingly—and we’ve had consistent data on
this over the years—the informal approach to training is
the most widely used. A firm of five people isn’t going to
have an in-house training department like a big company
may. They are less likely to send somebody on a week-
long course or something, although they do that; a third
do a formal approach. But the majority still have on-site
training in the business, often by a colleague or whatever.
There are a lot of policy implications.

We have a training tax in Quebec, as you’re probably
aware, and after a few years of operation now they have
realized that the smaller firms, even though they’re train-
ing, don’t qualify because of the way they’ve defined it
under their rather rigid approach. As a result, the large
firms and institutions, interestingly enough, get the lion’s
share of the tax rebates and effectively the smaller firms
have to pay the tax but either don’t complete the com-
plicated paperwork required to get the rebate or don’t fit
their rigid definition. So approaches like that are very
unhelpful; in fact, they’re harmful to the small business
sector.
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What was also interesting was, we asked if the

business had been harmed by the shortage of qualified

labour. Did it actually create damage for the business?
The majority—Ontario is on top there—said yes, they
had experienced harm as a result. So these are real factors
that have a negative impact.

Just briefly, some of our recommendations: naturally,
there are major federal and provincial implications here
in terms of aligning the programs and services that are
available; the whole chunk of EI monies that are devoted
to training, many of which we know—this isn’t so much
the provincial side—are spent for more political reasons
than they are for any kind of sensible training and/or
economic reasons; barriers to labour market movement,
and part of that deals with interprovincial trade as well,
are very problematic; the whole idea of education in-
corporating more in the way of co-op programs, appren-
ticeship and so on, we’ve had very positive feedback
from members on those types of programs; the whole
immigration area is another; and finally, reduced payroll
taxes, because they’re just job killers, and freeing up
more funds through reductions in payroll taxes, and other
areas as well, but to free them up for training purposes
would be a positive step.

In the input costs generally, there are a number of
areas of concern. Overall, inflation remains pretty good.
A lot of commodity prices are pretty low, as we know,
and interest rates generally are very low and look like
they’re going to stay that way for quite a while. Those
are positive things, but the whole electricity pricing area
is a big question mark. Many of our members are very
concerned about it. It’s very unfortunate because it has
the potential to give deregulation a bad name, when we
know deregulation can take place very effectively. But
just like anything, things can go wrong in the process and
people end up blaming deregulation when really it’s a
whole bunch of other factors that are at fault. We are
very hopeful, but there’s a lot of concern among our
constituency out there that they will find drastically
increased costs for hydroelectricity over the next little
while. We don’t know as yet, but there’s a lot of concern.

Gas and diesel fuel pricing was a big issue. Maybe flip
to the next one, Judith, to the chart of our members that
over time identified these taxes as harmful to their busi-
nesses. Prices spiked pretty badly over the past year or
s0, so that would be one thing driving this, and there are
factors over which we have less control in this area. But
certainly we do have control over the tax area, and this is
a growing issue for all sectors, but naturally for some
particularly pointed ones such as transportation.

I also want to just briefly note the whole productivity
area. The latest iteration of the productivity debate,
which has been going on for a very long time, has been
the release of these so-called innovation papers, one out
of Industry Canada and one out of the HRDC, human
resources, recently. Unfortunately, there’s really very
little of any substance in them; they are very neutral
papers. But the subject matter is hugely important. We
believe that there’s really no mystery as to what we have
to do in this country to improve our productivity, but
there sure is a huge lack of political will. We want to
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address some of the tax areas, regulatory burden, down-
sizing of government. We are still burdened with an
immensely high cumulative tax rate in this country,
despite the fact we have seen some decreases over the
last few years. Financing rigidities, generally because of
our very, very concentrated banking and financing
system, and of course the labour market rigidities I noted
earlier—again, I believe that although the federal gov-
ernment might have taken the current lead, it is in every-
one’s jurisdiction to be concerned about our productivity,
competitiveness, whatever you want to call it. The co-
ordination between the federal and provincial govern-
ments on this one hasn’t been too happy either.

When we ask our members what their productivity
priorities are, they are payroll taxes, income taxes,
federal debt and regulations, and then a number of lesser
priorities.

That is the end of my presentation, and I welcome any
questions you have.

The Chair: We have five minutes per caucus. How-
ever, I have to correct the record. I think I said 20
minutes, but you did have an hour for your presentation
this morning. I’ll start with the government side.

Mr O’Toole: I'll probably share my time this
morning.

Thank you very much for a very developed pres-
entation. I just want to put on the record the work you do
on behalf of small business. Judith, I know that members
of the CFIB are members of the small business advisory
committee looking at tax administration issues. Certainly
on the issues of better communications, notices of audits
and those kinds of things, we hear what you’re saying,
and I think I should thank you on the record for the work
you’re doing.

Don Drummond and other economists have reported
to the committee that there are some serious challenges
ahead of us in the next fiscal year; $3 billion to $4 billion
is the number they’re using. We have demands in health
care running at about 5% to 8% annually; just before you,
we heard education wanting about $2 billion; long-term
care—there are enormous demands. It’s just unbeliev-
able. What’s your advice in terms of addressing these
important social programs and the government’s options
looking at the deficit and other forms of deferred taxa-
tion? As you said in your presentation, all that really is
deferred taxation, buying something you can’t afford.

Ms Swift: Yes. We all know the deep soup it got us
into in the end of the 1980s, and we did manage to dig
ourselves somewhat out of the hole through the 1990s
when we had a strong economy.

From the small business standpoint, as I mentioned
earlier, avoiding going into deficit at all costs—maybe
that’s a little excessive—but certainly as much as
possible, is highly desirable from a number of stand-
points. I think it’s so discouraging to people, because
they believe we all did pay very high taxes and so on to
get to the point where we actually could eliminate
deficits, and I guess that felt worthwhile to people. Even
though nobody loves paying high taxes, at least there was

some result that was tangible at the end of it. So I tend to
think, and clearly our members very much believe, with
the kind of priority you see them put on it, that that
would be a huge step backwards.

I would think the health care area in particular is the
major pressure point. It’s very difficult, and I guess I'm
trying to say it’s not an easy row to hoe right now simply
because of what’s happening with the federal transfer
payment side and the cost of health care. We’re not
health care experts per se, but we’re actually doing a
fairly detailed survey on health care issues in the next
couple of months or so—we haven’t got the results
back—to get the priority-setting process from our
members. We do already spend an enormous amount on
health care in this country relative to other jurisdictions.
Seemingly just throwing more money at it—and this is
probably just stating the obvious—isn’t the only way we
can cope with that. On the plus side, the extent to which
other policies you undertake—whether they’re in the tax
admin area, which again can reduce costs; if that’s done
properly, it can reduce costs. It’s not in the billions, but
you can reduce bureaucratic costs and create some real
positives out in the business sector that encourage
growth. The other side of the equation is how much we
can boost the economy so the monies can be there
through the revenue system to help with some of these
spending pressures. I think there are a lot of things, many
of which I noted today, that could be done to try to boost
economic growth generally.
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The Chair: Mr Hardeman.

Mr Ernie Hardeman (Oxford): First of all, thank
you for your presentation.

Just very quickly on the WSIB problem: yesterday we
had a presentation from one of the construction groups
who had a real concern about the amount of slippage in
the WSIB, people who were not paying premiums for
workers. Your suggestion here is the clarification of
independent operators.

Ms Swift: Right.

Mr Hardeman: That seems to be the same problem
among the people I deal with. We have too many people
becoming independent operators, and they’re only inde-
pendent until they have an injury and then they’re not
part of the program. Is there anything in your analysis
that would show that to be the fact?

Ms Swift: Something we’ve suggested, given that the
WSIB is actually spending a fortune—what is it?

Ms Judith Andrew: Two hundred and twenty million
dollars.

Ms Swift: Some $220 million—you have to wonder
about that—to put in a new computerized system and
whatnot, why can’t, as any employer does when they
have extended health benefits—these days you just get a
little card—that system be in place so you don’t have
these people? You can put in administrative measures
that prevent that kind of silliness. We all know it hap-
pens. But if you say, “OK, I'm firm X. Here are my



F-1018

STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS

5 MARCH 2002

employees,” they have some kind of computerized means
of defining who’s in and who’s out.

Construction is a challenge, of course, because people
can legitimately be independent operators on some jobs
and maybe not on others. So there are complexities in
construction. But it seems that if you could define it
upfront, then you wouldn’t have this sort of back-door
person saying: “I’m injured now; I want to be in, thank
you very much.” Specify it upfront: these people are in,
these people are out and there we are.

The Chair: Mr Phillips.

Mr Phillips: Thank you for a very thorough pres-
entation, as always.

On your chart you indicated that Ontario is not
competitive on small business corporate income tax rates.
The material we’ve been provided with from research
indicates that in Ontario the small business income tax
rate is about 19.5%, and in our competitors, which I
assume are the neighbouring US states, it’s about 34%.
So 19% in Ontario, and 34% in the US. Are we working
with the wrong numbers here?

Ms Swift: I don’t think I specified corporate income
tax, because corporate income tax is actually—which
chart are we talking about here?

Mr Phillips: The chart says we’re uncompetitive.

Ms Swift: I think it’s more the overall tax mix,
involving more than simply corporate income tax, that
we remain uncompetitive on—capital gains and so on. |
should have put some etceteras in there, I guess.

Mr Phillips: That’s what it says on the chart. That’s
what your remarks said, but that’s not the case?

Ms Swift: Yes, you’re right. It should be a more
inclusive definition of taxation.

Mr Phillips: We’ve got maybe a 14-point advantage
or something like that.

Ms Swift: On corporate income tax? Yes.

Mr Phillips: OK.

Ms Swift: Corporate income tax, for what it’s worth,
is the lesser evil because, as we’ve said before, at least
you’re making money, and if you’re making money, then
you're paying tax. The non-profit-related taxes—
property taxes, payroll taxes etc—are the ones that are
more killers, because those really whack business when
times are tough. Those are more harmful than income
taxes.

Mr Kwinter: You just touched on an area I wanted to
discuss. When I look at your productivity priorities for
small and medium-sized enterprises, you don’t mention
the capital tax.

Ms Swift: Yes.

Mr Kwinter: We had representations yesterday
saying that is probably the most onerous tax that encour-
ages a disincentive to invest, because as you’ve just said,
it doesn’t matter if you’re making money or not, you’re
still—

Ms Swift: Yes, it’s another profit-insensitive tax.

Mr Kwinter: I imagine it doesn’t have that great an
impact on the small business person, but indirectly is
does.

Ms Swift: It’s still a stupid tax. You’re right. It’s like
the chunk of our members who might say the dollar
doesn’t have a direct impact on their business. It may not,
because they’re trading in a regional area where they’re
not in and out of US dollars, but of course it has an
impact on everybody overall, and capital tax is similar.
On a priority list, you’ll never find it near the top for
small and medium-sized firms, because there’s usually—
whether there are thresholds in some jurisdictions,
whether they just don’t have the asset base to attract it or
whatever. But you’re right, it affects the whole economy.
From a sort of tax theoretical standpoint, we certainly
would advocate for improvements in capital taxes, but it
isn’t one of the priority tax areas of our members
because, no, it doesn’t have the direct impact. But it
affects the whole economy, so in turn would affect them,
yes.

Mr Phillips: Your presentation was quite optimistic,
which I’'m very happy about. The problem is that the
Minister of Finance was in last week with a very
pessimistic outlook of—

Ms Swift: Yes, I saw it.

Mr Phillips: —a $3-billion to $5-billion problem. I
think he’s saying in his private hearings that if Mr Eves
becomes the Premier they can’t balance the budget. We
have these two different views: small business optimistic
and the Minister of Finance quite pessimistic on the
financial front.

Why would we be facing, in the Minister of Finance’s
view, a $3-billion to $5-billion problem?

Ms Swift: We have seen over the last year a real
divergence in the views of the large corporate community
and the smaller firms. He may have his reasons to do it.
Paul Martin for years—hide the surplus has been the
game he’s been playing for quite a long time now. |
guess if you’re going to play a game, we’d rather have a
finance minister say things—not excessively—are going
to be a little bit worse than they are so that it dampens
spending pressures and then hopefully we get good news
at the end of it, rather than what Don Mazankowski did
federally back in the 1980s, as you may recall, which was
that everybody got these rude surprises of $40-billion
deficits and stuff like that.

Beyond that, we are seeing different optimism levels
in the small business community versus the large busi-
ness community. What struck us over the last little
while—and we’ve been, like I say, doing some really
frequent surveying, more frequent than we usually do—is
that our numbers have turned out to be more accurate so
far. I guess you can never predict the future with great
certainty, but so far our numbers are looking awfully
good. We tend to believe things are going to be better
this year than a lot of the doomsayers are saying. I know
some of the big bank economists—I read some of the
stuff they were saying. We don’t agree with them, but
maybe next year you can see who was right.

Mr Phillips: It’s all being taken down.

Mr Christopherson: Thank you, Catherine and
Judith, as always. You mentioned, when you’re talking
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about some of the priorities for your members, Catherine,
the one that was at the top—I don’t know whether it was
prioritized or not—was property tax cuts.

Ms Swift: Yes.

Mr Christopherson: Of course that’s pretty much at
the sole discretion of municipalities. Yesterday we had
the Toronto Board of Trade come in and one of the things
the president said was, “From crumbling infrastructure to
urban sprawl and increasing homelessness, it is clear that
our city, our region, is in decline. And if it continues to
decline, the prospects for future prosperity for our
province decline with it.”

With that and your positioning on property tax, it was
interesting to hear you comment on the feds cutting back
on transfer payments to the province and that it made the
feds look really good. You emphasized that it made them
look really good but it just transferred the problem down
to the provincial government and their difficulties were
exacerbated.

I just wanted to put to you that municipalities are in
much the same position—property tax being under the
control of municipal governments, homelessness now—
and a lot of that is being pushed down to municipal
government. Infrastructure, a lot of the things that were
mentioned by the Toronto Board of Trade—all these
things are in many ways municipal responsibilities.

You have great praise for this government on almost
all of their economic activities, especially the balanced
budget and the tax cuts which you loved so much. Yet a
lot of that came at the expense of municipalities, not
unlike the expense of the provinces and the federal
government vis-a-vis their cuts in transfer payments.
How can you have it all?

Ms Swift: 1 guess we’d all like to have it all but we
can’t. There’s no doubt the provinces—not just in On-
tario, either; this is a national phenomenon—did pass off
some other issues to municipalities. We have sympathy
with the municipalities in the sense that right now there is
no doubt we need to find a better means of financing
what they want to do at the municipal level. As you
probably know, a lot of the mayors and whatnot across
Canada have put quite a push on over the last little while.
Some of the things they’re suggesting, which is to mimic
some US states—and there are some situations in the US
where municipalities actually have a sales tax or some
means of directly raising money. We’re afraid that would
just be an incremental tax.
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We think right now there should be some rejigging
involving all levels of government—not just the province
but feds and provinces—to give the municipalities a
more predictable revenue flow, because property tax is
unfortunately a blunt instrument in a lot of ways and over
time, for purely political reasons of course, the burden
has fallen on businesses much more than residential,
because there are fewer votes there. So right now we
have these huge anomalies where in some areas busi-
nesses pay seven and eight times what the resident pays
for the same or sometime even fewer municipal services.

Again, that can’t be a sensible long-term strategy, but we
have sympathy with municipalities. Some of their argu-
ments are definitely right; there have been constraints in
infrastructure and in a number of different areas over the
years. In fact, right now we’re working quite closely with
the Federation of Canadian Municipalities, because we
took a few shots across their bow and they thought, “Gee,
maybe we should work with these guys.” Our members
very much agree that there needs to be a better way of
doing it. But we believe, under the existing system—and
of course all governments are going to jealously guard
their little slice of the pie—there has to be a better way of
helping municipalities fund things. No doubt.

Mr Christopherson: We certainly agree on the issue
of the taxes being out of whack. Downtown Hamilton is a
perfect example.

Ms Swift: Yes, Hamilton is very bad.

Mr Christopherson: It could be the poster child for
the province.

Ms Swift: And if you’re putting businesses out of
business, that’s not a winner for anybody.

Mr Christopherson: The difficulty I have is that I
find it at cross-purposes to be cutting taxes, cutting taxes
and paying for that first of all by borrowing money and
almost cutting back on transfers to that very level of
government that has such an immediate impact.

My question is this, and rather than that one I want to
move to another issue: you had mentioned that balanced
budgets were a priority. I don’t have the exact quote, but
you almost went so far as to say “no matter what” and
then you pulled back a little realizing that “never never”
is not a good thing to say.

Ms Swift: Obviously it’s not pragmatic.

Mr Christopherson: You also mentioned that one of
the pressures that’s going to be upon us in the short to
medium term is the tax cuts in the United States, and
that’s going to put pressure on Canada and Ontario from
a competitive point of view. It’s interesting that the only
way the Americans, with the national budget, were able
to get where they are and have increases in security
spending was to go into deficit. ’'m curious, given that a
Republican, relatively right-wing president has deemed it
in the interest of their country to go into short-term
deficit to cover off some of these things. Given that you
recognize there are some cases where balanced budgets
shouldn’t rule supreme, given some of the things you’ve
heard, and I’m sure you’ve tapped into some of the things
we’ve heard and the pressures that are on us, what are
examples of some of those things where, if we had to go
into deficit short-term, they’re worth it?

Ms Swift: I think in the priorities our members laid
out in one of the charts—it’s in the package some-
where—on their spending priorities, Health was number
one, so there’s a good example. But in the US too—I
mean, their security spending, let’s face it, was astro-
nomical and continues to be astronomical. That was an
extraordinary and horrific, obviously, reason to have to
do it, so I don’t know that the analogy’s great for Canada,
frankly. We upped the spending a bit, but we’re not on
the same planet as them.



F-1020

STANDING COMMITTEE ON FINANCE AND ECONOMIC AFFAIRS

5 MARCH 2002

The Chair: With that, we’ve run out of time. On
behalf of the committee, thank you very much for your
presentation.

Ms Swift: Thanks. Judith is going to get into some of
that this afternoon, by the way.

Ms Andrew: More on the municipal financing and
taxation.

ONTARIO CHAMBER OF COMMERCE

The Acting Chair (Mr Ernie Hardeman): The next
presentation is the Ontario Chamber of Commerce, if we
have those present, if they would come forward. Thank
you very much for coming to present to us today. We
have 20 minutes scheduled for your presentation and we
would ask that you start your presentation by introducing
yourselves, and when your presentation is complete, any
time left over will be divided equally among the three
caucuses for any questions or comments they have. With
that, we’ll turn the meeting over to you.

Ms Mary Webb: Thank you. My name is Mary
Webb. I am chair of the Ontario Chamber of Commerce
finance and tax committee. I am also senior economist
and manager at Scotiabank. With me is Atul Sharma. He
is our vice-president of policy development and our chief
economist at the Ontario chamber. 1 will begin our pres-
entation and he will complete it. You have been handed
our written version. We will be summarizing that because
our presentation time is so short.

Essentially, we believe the Ontario economy is poised
for recovery, with the turnaround in the United States
beginning to emerge. However, with a slow start to
calendar year 2002, the province’s real growth this year
is expected to remain at 1% to 1.5%, similar to the 2001
performance. A more solid expansion of over 3% is
anticipated for 2003.

The OCC’s pre-budget survey confirmed this forecast,
and our members’ plans for high-tech investment and
new hiring underline their ability to expand in Ontario.
Interestingly, following your last presentation, our pre-
budget survey covered both small, medium-sized and
larger businesses. In terms of their general expectations
about economic conditions, they were quite similar.
However, the mid- and large-sized corporations were
slightly less optimistic about their performance this year,
and a number of them, roughly one quarter of them, did
anticipate that they might have to contract their payrolls
somewhat this year.

The OCC strongly urges the government to maintain a
balanced budget in fiscal 2003, despite the current
economic slowdown. However, our long-term vision still
calls for a target debt-to-GDP ratio of 15% within a
decade, returning the province to the level at which it
entered the 1990s. Within this balanced budget frame-
work, the provincial government should proceed with its
scheduled corporate and personal income tax cuts.

In light of the province’s current fiscal constraints,
several lower-cost initiatives have the potential to keep
Ontario open for business and very visible. Most im-

portant is the substantive streamlining of Ontario’s
regulatory and taxation systems. The OCC applauds the
measures in last year’s budget to simplify tax filing
procedures and tax audits. Immediate and significant
measures to simplify small business tax administration
will be welcome.

Going forward, the OCC looks forward to working
more closely with the Red Tape Commission. In our pre-
budget survey, considerable scope was indicated for pro-
gress in simplifying government. Roughly one half of the
respondents reported no significant change in the amount
of provincial red tape encountered by their business and a
further 33% stated that their business had witnessed
increased red tape over the past year.

The OCC recently undertook a review of Ontario’s
taxes with respect to their efficiency and their effective-
ness. The following four criteria were used to identify
specific taxes that the government should reconsider:
uneconomical to administer and collect relative to the
revenue they raise; a real or perceived barrier to equity,
growth and investment; outdated or ineffective with
respect to their original purpose; or fulfilling a purpose
that is no longer a provincial priority.

The results of this research were released on February
19 in the report Streamlining Taxation and Regulation in
Ontario. This is attached to our submission. Briefly, the
tax issues highlighted in this paper represent only a few
of the areas requiring the government’s reconsideration.
To assist this process on an ongoing basis, the OCC has
implemented a permanent, more formal feedback system
so that our members can report any fee, regulation or tax
that is particularly inequitable or inefficient.

A couple of other issues have come up recently that
could potentially represent additional costs to our mem-
bers for operating in this province. One is with respect to
the Workplace Safety and Insurance Board. Many em-
ployers in the private sector are now providing their
employees with adequate coverage that is broadly equiv-
alent or superior to the benefits provided by the WSIB,
thereby eliminating their need for the WSIB. Therefore,
the OCC recommends that these companies should
continue to be exempt from WSIB coverage.
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Another recent concern is the draft privacy legislation
released by the province. We recommend that the pro-
posed privacy legislation should not go beyond the scope
of the federal legislation, notably the Personal Informa-
tion Protection and Electronic Documents Act, and it
should not impose an additional burden on businesses
operating in Ontario. Furthermore, prior to the passage of
the proposed legislation, a business impact analysis on
small, medium and large firms should be completed.

When we were doing our work on Ontario taxes, two
issues arose from current concerns that we think deserve
the government’s near-term attention. The first is with
respect to the retail sales tax on computer-software-
related services. An immediate and necessary area of
simplification is, in fact, the entire Retail Sales Act, and
this was identified by the government in the 2001-02
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budget. But this retail sales tax on computer-software-
related services is a particular issue at the present time.
Briefly, we recommend that the government should
vacate all assessments for the period from May 1997 to
February 2001, that they should implement a moratorium
on new assessments until appropriate regulations are
determined and that they should reconsider any imposi-
tion of the RST on computer-software-related services.

The OCC would also like to reiterate the importance
to our members of limiting profit-insensitive taxes. With
respect to corporate capital taxes, the Ontario chamber
applauds the finance minister’s first step to eliminate
corporate capital taxes in Ontario. However, capital taxes
are still perceived by business as a significant deterrent,
and therefore we propose that the government announce
a specific three- to five-year schedule for their elimina-
tion, with an accelerated schedule, depending on afford-
ability. The OCC further recommends that, as Ontario
phases out the corporate capital tax, the insurance
premium tax paid by the property and casualty insurance
industry in lieu of capital taxes should also be decreased.

The level and equity of business property taxes is also
a serious concern for many of our members. One issue is
the need for greater transparency, consistency and
accountability in business property assessments. We
applaud the report prepared by Marcel Beaubien, Review
of the Property Assessment Process, and the specific
changes that followed. But we would like to see further
changes, including representation of commercial and
industrial landlords on the Municipal Property Assess-
ment Corp; a review of the equity of assessments for
different types of businesses within the same property
class, such as neighbourhood or retail-commercial; and
complete availability of key assessment information for
all taxpayers.

Now I’d like to turn the presentation over to Atul.

Mr Atul Sharma: In our analysis of taxes that could
be improved to improve Ontario’s competitiveness, we
talked about the near-term ones, which Mary just talked
about, but I just wanted to highlight a few of the longer-
term tax policy issues that the government should look at.

One of them is the small business income tax claw-
back. We applaud the government’s ongoing commit-
ment to reduce small business corporate income tax and
to raise the ceiling defining small business. However, the
small business clawback provisions remain an impedi-
ment to small business. Therefore, we are recommending
that, to support small business expansion, the small
business clawback be rescinded as soon as possible.

We also identified a number of other taxes, including
the tax for fuel conservation, the corporate minimum tax,
the land transfer tax and the estate administration tax. A
discussion of those taxes is presented in the report Mary
referred to earlier, which is included in your package. We
would certainly be happy to discuss them in more detail
with the committee.

Another issue of concern, which we have raised a
number of times with this committee and in meetings
with the government, is GST-PST harmonization. In a

survey, nearly four fifths of our members said they
supported a combined GST-PST if it led to lower
reporting costs for businesses. The Ontario chamber
believes that the broader base of a harmonized sales tax
would allow this change to be revenue neutral, with a
one- to two-percentage-point reduction in the rate. There-
fore, we are recommending that the provincial gov-
ernment examine the benefits of harmonization, coupled
with a one- to two-percentage-point rate reduction.

In our presentation, we’ve also identified what we call
“smart spending” areas for the future, and I just want to
spend a few minutes to highlight those. One of the areas
which many of our members are concerned with is the
restructuring of Ontario’s health care spending. In our
survey we asked our members to pick an area of
spending which would most benefit their business.
Twenty-nine per cent picked health, compared to 17% for
education, 23% for assistance for municipal infra-
structure, 8% for other municipal services and 23% for
other infrastructure. When asked what areas of health
care reform should be the focus for the government, 37%
felt that the focus should be on increased linkages
between the public and private systems, 42% felt that the
focus should be on preventive care and 20% felt that the
focus should be on timely care.

The OCC will shortly be releasing a policy paper on
health care principles. Of specific interest to the budget
planning exercise is our recommendation that spiralling
costs must be contained with significant structural
changes. Allocating ever larger amounts of financing to
this area will not remedy the current pressures on the
system. An important first step is to provide stable,
predictable funding for all major health care providers to
allow them to develop long-term strategic plans.

Another area of great interest to our members is trans-
portation and infrastructure investment. As you know,
over the past year the Ontario Chamber of Commerce has
emphasized the pressing need for strategic multi-modal
transportation infrastructure investments. In fact, at this
time last year we had just outlined our proposal for the
establishment of an Ontario transportation authority. The
authority would be comprised of four distinct phases in
its implementation. The first phase would be the assump-
tion of responsibility for governance and operation of GO
Transit; the second phase would be the capital expansion
of GO Transit; the third would be trade corridors; and the
fourth would be border crossings.

Given the urgency of GO Transit’s situation and its
financial needs, the OCC calls on the government to
immediately establish a true GO Transit authority com-
prised of all levels of government and the private sector.
The benefit of such an authority is its financial capacity
to execute the costly investments needed to improve
transit infrastructure. Such a set-up allows the private
sector to work closely with the government to promote
the public interest while providing greater financial capi-
tal for projects that are greater than the government can
muster on its own. Therefore, we recommend that the
government immediately establish a true transit authority
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comprised of all three levels of government and the
private sector and to assume responsibility and govern-
ance for the operation of GO Transit; furthermore, that
the government immediately review with local govern-
ment and the business community ways in which all
urban transit systems can be better integrated with GO
Transit to form a seamless public transit system within
the Golden Horseshoe.

Ontario cannot afford to allow its recent advances in
competitiveness to dissipate. Now, more than ever, it is
critical for the province to maintain an attractive environ-
ment for new investment. The Ontario Chamber of
Commerce therefore urges the provincial government to
focus on achievable, measurable results from its afford-
able priorities. Streamlining government regulation and
constraining the private sector costs of public policy are
low-cost initiatives that can still be accomplished during
a period of fiscal restraint.

In this prolonged period of sub-par growth it is easy to
lose sight of long-term objectives. Ontario does not have
the luxury of expedient options. Its debt and taxation
burdens are still heavier than those in a number of
competing jurisdictions. Avoiding a budgetary deficit and
holding the line on all forms of provincial liabilities will
provide Ontario with far greater fiscal flexibility going
forward.

With that, we thank the committee for the opportunity
to make this presentation and are prepared to answer any
questions in the time allowed. If there are further
questions, we are happy to meet with the members of the
committee at a later date to provide details. Thank you.
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The Acting Chair: Thank you very much. We have
one minute per caucus, starting with the Liberal caucus.

Mr Kwinter: Thank you very much. I was interested
in the results of your survey where the respondents said
that 50% of them felt that the red tape had not changed
and that fully a third felt that it had got worse. Do you
not find that strange, when this government has gone to a
great deal of pain to set up a Red Tape Commission to
look into all of this and has supposedly eliminated a lot
of the red tape? How do you explain this reaction?

Ms Webb: Partly because the job of streamlining
government is in fact quite immense and therefore, while
there certainly has been progress and we have noticed it,
and noted it and worked with the Red Tape Commission,
there is still a significant burden perceived by our
members.

Mr Christopherson: Thank you for your presenta-
tion. In the midst of a serious downturn, again, almost the
entire document is tax cuts. The only thing I can see of
anything to do with society or the public sector would be
some mention of GO Transit, which is certainly within
that realm.

At the beginning of the good times it was all tax cuts,
tax cuts, tax cuts, and you got them. Now what we’re
seeing is the price of that. We’re seeing people re-
sponsible for education coming in and talking about the
crisis that’s in education, the crisis that’s in health care,
the crisis that’s in environmental protection. All those

things are a direct result of all the tax cuts that happened
during the boom times. Now the boom times are over,
we’re left with a disaster in all these key areas—and
they’re important to business to: having skilled workers,
having healthy workers, our health system gives us a
competitive edge. All those things matter and yet they
don’t appear here at all. I have trouble understanding
how you see our society continuing into the future and
giving us the quality of life that we’ve had if we just
continue down this road blindly cutting taxes and not
caring at all, a whit, about anything else.

Ms Webb: If you read the taxation paper that’s
appended, in fact we started the research on tax reform
and further tax cuts last summer. As it became obvious
that this downturn for Ontario was more extended than
most forecasters had anticipated, we backed off im-
mediate recommendations for tax cuts and put a number
of longer-term issues in response to the request that the
OCC do this research for the government. We tabled
them but said, “These are longer-term issues,” for exactly
the reasons that you specified. Very interestingly, when
we canvassed our membership they agreed with the
board of the chamber, which said, “Balance the books,”
but the costs are probably too high to achieve a sub-
stantial surplus even though Ontario’s debt continues to
be a significant restraint on the province’s flexibility. So
I would argue that if you carefully review our sub-
mission, you’ll find that we are deferring many of our tax
proposals to a later date when the economy is stronger.

Mr Spina: Thank you for your recommendations. It’s
good to see you again.

On page 10, you have a recommendation that says the
proposed privacy legislation should not go beyond the
scope of the federal one because it would be a further
imposition on business, and there should be a business
impact analysis on small, medium and large firms. Could
you please explain to me, in what way is the provincial
act that’s been proposed going beyond the federal act and
how it can impact on businesses?

Mr Sharma: We are actually in the midst of devel-
oping our submission on the privacy consultation, which
I guess is due at the end of this month. But we did want
to flag to the government that we have received many
concerns from our members that the legislation does go
beyond the federal legislation in that it requires extra
reporting requirements, which in their opinion do not
increase the benefit or the privacy of the information for
the individual. So it adds an additional cost to business
beyond what was laid out in the federal legislation.

Mr Spina: What specifically—

The Acting Chair: Thank you very much. I’'m afraid
you’ve consumed your time and we thank you very much
for your presentation.

ONTARIO CAMPAIGN 2000

The Acting Chair: Next we have Ontario Campaign
2000. If they are present, would they come forward.
Thank you, gentlemen, for joining us today. With that,
we turn the floor over to you.
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Mr Pedro Barata: Thank you very much, Mr Chair,
and thank you to the committee. We are here on behalf of
Ontario Campaign 2000. Ontario Campaign 2000 is a
chapter of a national coalition dedicated to the well-being
of children and the elimination of poverty among chil-
dren and families. My name is Pedro Barata. I'm the
Ontario coordinator. With me is Colin Hughes. He’s a
steering committee member of Campaign 2000 as well as
a community worker with the Children’s Aid Society of
Toronto.

For our presentation today we want to give you an
update on the child poverty situation in Ontario and then
we want to outline some of the areas that we see are
necessary for addressing the issues of child and family
vulnerability in this province, and throughout the presen-
tation we’ll be making some recommendations on how
we see we can address these issues. You can follow along
in your briefs, as we’ll be following the recommenda-
tions in order.

The latest figures for child poverty that StatsCan has
released are for 1999. As you know, 1999 was a banner
year for economic growth in Ontario, yet we still have
one in six children in Ontario living in poverty. As well,
we see that families are falling farther and farther below
the poverty line. As you can tell from the brief, the
poverty gap, or what it would take for the average family
to reach the poverty line, has grown from $8,700 in 1989
to just over $9,000 in 1999. So despite economic growth,
we see that Ontario still has a huge child poverty
problem.

In your brief, on page 1, you see some of the in-
dicators that we’ve been tracking over the past 10 years.
They speak directly to lack of income security. They
speak to problems in the labour market for parents. They
speak to lack of access to quality child care as well as
housing needs. These are exactly the issues that we will
be addressing.

The province of Ontario has relied primarily on tax
cuts and the economic growth that comes along with that
to try and address its child poverty problem, but as we’ve
seen from the one-in-six number, this is simply not
working. In our view, tax cuts are not a very effective
approach to address child and family income security, for
two main reasons: number one, general across-the-board
tax cuts do not put the necessary amount of money, quite
simply, into families’ pockets to be able to address their
various needs; number two, general across-the-board tax
cuts deplete our available resources and our revenue to be
able to invest in the kinds of supports that families need.

In our first recommendation, we call on the govern-
ment to adopt a more balanced approached, with the
intention of actually addressing child and family poverty
in this province, to reducing it back at least to 1989 levels
when one in 10 children was poor. We would like to see
a shift away from a one-sided approach that’s strictly
dedicated to tax cuts and economic growth, and we’d like
to see a greater focus on a social infrastructure for
children and families, focusing on four key areas around
income security, labour market strategies, housing and
child care.

Mr Colin Hughes: We’re going to be jumping back
and forward. We’re quite pleased, as everyone is, to see
that there are more jobs, that there has been economic
growth. That has resulted in a reduction in the child
poverty rates over the last part of the decade here in
Ontario.

We would, though, point out that the number of
families who have work but are poor is double the
number just 10 years ago and that the child poverty rate
is in fact much higher than it was in the last economic
boom. We think one area that really needs to be
addressed is to look at how one goes about increasing the
supply of goods jobs, looking at better wages and so on,
and that an important place to start with this is to look at
the minimum wage, to increase it. Since it was frozen in
1995, inflation has taken a big chunk out of the
purchasing value of the minimum wage.

Someone working full-time, full-year at minimum
wage has lost the equivalent of about four or five weeks’
purchasing power, so that’s really an area where we
would urge the province to start. The minimum wage has
simply been frozen for far too long and we really need to
look at ways to make work pay. If we want people to
have a work ethic, we certainly want to reward them for
their work performance.
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Mr Barata: For those families who are not in the
workforce and who are forced to rely on social assist-
ance—as you know, social assistance caseloads have
decreased, but unfortunately for those families who
remain on social assistance, they have not seen any
increases or any betterment of their quality of life in the
past six years. In 1995, this government cut welfare rates
by 21.6%. When you factor inflation into this cut, it’s
nearly 30%. What we’re saying is that families have lost
nearly one third of their purchasing power. For example,
the social assistance rate for a single parent with one
child is $957. Social assistance rates right across the
board tend to be 55% to 60% of the poverty line, so
families are clearly living far below what they need.

As well, we see that there are really two approaches to
welfare reform. There is the workfare approach, that
essentially tries to get families off social assistance as
soon as possible without much regard to what happens
once they enter the labour market—and as Colin men-
tioned, we see that families are simply moving from
social assistance poverty to working poverty. We would
like to see a greater investment in people who are on
social assistance. We would like to see a focus on
opportunity planning. To give you a concrete example,
we work with a group of parents in the city of Toronto
who are really excited whenever there’s a job oppor-
tunity, and who really want to get off social assistance.
What they tell us is, “Going to our 10th straight resumé
workshop is just not going to cut it. We need more than
that.” For parents, they need supports like child care.
They see that the housing market is astronomically out of
reach, and it’s a real problem. We would like to see
rectification of the current lack of income security within
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social assistance, both Ontario Works and the Ontario
disability support programs. We would like to see the
levels of assistance go back to where they were in 1995,
as well as an adjustment in terms of the kinds of supports
and help that families receive while they are on social
assistance.

Mr Hughes: The minimum wage and social assist-
ance, if you take them together, really do suggest a
minimum social floor that nobody’s going to fall below,
theoretically. What we’ve seen on both of those fronts
since 1995 is that those have reduced. So it’s really no
surprise that we’ve seen growth in poverty and in the
depth of poverty since the same time 10 years ago, at the
same period of economic growth and a boom in terms of
jobs.

To fight child poverty, the federal government did
introduce and improve the national child benefit supple-
ment, which is an income-tested—what used to be the
old family allowance. One of the problems we have is
that this is deducted as income from social assistance.
That really removes any kind of impact it has in terms of
fighting child poverty among families who are relying, at
that point in time, on social assistance for their income.
We’re calling on you to end the clawback of the national
child benefit supplement from welfare. There have been
over half a dozen municipalities who are so concerned
about what’s happening on the streets, in their shelters, in
their communities and in their neighbourhoods with
children and families that they’ve actually called upon
the province to rescind the clawback. So we’re simply
echoing what Toronto, North Bay, London, Kingston and
Hamilton and other municipalities are saying: “Please let
them keep that money. Let people who are on social
assistance keep their baby bonus. Don’t take it away
from welfare-poor children, or from foster children, or
from children of parents who are disabled.”

The other part of the national child benefit story is that
the money saved by taking it away from welfare, from
people who are on social assistance, is then reinvested in
the Ontario child care supplement. The Ontario child care
supplement is very much a misnomer. It really has
nothing to do with child care at all. It’s not linked in any
way to child care, except that it uses the words “child
care” in it. The supplement in fact is a work income
supplement. We’re fine with work income supplements,
but we feel that it should be funded on its own out of
general revenues, not by taking away the federal child
benefit from welfare-poor children. We would simply
urge that you rename it and call it what it is—it’s a work
income supplement, and that’s great—and that it just be
funded from general provincial revenues, not from the
federal clawback money.

Mr Barata: One of the problems with the child care
supplement for working families is that it does not
address the two key objectives of early childhood educa-
tion and care. On the one hand, child care does allow
parents to join the labour force and remain in the labour
force, but on the other hand it’s also about child
development. The government’s own Early Years report

points to the importance of children having high-quality
experiences, not only in terms of their own development
as individuals but also for the future well-being of
society, both in terms of productivity and cohesiveness.

I want to give you a couple of numbers on the situa-
tion facing families out there. There are nearly two
million children under 12 in Ontario. Of those children,
70% of their mothers are out in the workforce, yet for
those children, only 12% have access to regulated child
care spaces.

The province had a real opportunity to invest back into
child care, after cutting the budget substantially by $70
million since 1995, with the early childhood development
initiative. The federal government transferred $114
million last year to the province of Ontario. It will
continue to do so over the next four years. Unfortunately,
the Ontario government did not see high-quality child
care as a priority for investment. We would really like to
see that turned around. Essentially, our recommendation
around child care is to stabilize the system, to put back
the original cut of $70 million in 1995 and to begin to
expand the system to account for the majority of parents
who are out there in the workforce and who require this
support in order to remain employed.

Mr Hughes: Finally, there’s the area of housing.
What we’re increasingly finding in our cities, in our
urban areas in particular, is that the situation for families
is very unstable. Their housing is simply unaffordable.
Their incomes keep getting worth less and less, and at the
same time their rents keep going up and up. They are
really squeezed. Let me tell you, there is nothing more
heartbreaking than to be on the other end, trying to help a
parent and her kids who are about to lose their home.
This is really tragic.

We have got to the point in Toronto—and I think
Toronto, as our capital, in many ways reflects much of
urban Ontario—where the median income for a poor
family is almost the same as the average rent. That tells
the story right there. Their incomes are way too low; their
rents are way too high. Something has to give some-
where, and what’s been happening is that it’s been giving
out on the social end. Kids are filling up our shelters. We
have 6,200 kids in homeless shelters in this city. That’s
an increase of some 130%.

What we’re urging is that there’s really a need to bring
back rent controls in this province, as we had previously,
and to get back into the business of increasing the supply
of affordable housing.

Mr Barata: We thank the committee for hearing our
presentation. We would now like to open it up for
questions.

The Chair: We have approximately a minute and half
per caucus.

Mr Christopherson: Thank you for your pres-
entation. It’s good to know that somebody out there is
advocating for the other part of Ontario, where the
majority of people live.

I want to focus on the minimum wage, because I’ve
only got a very short period of time. It’s absolutely
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disgraceful that we’ve gone seven years since there was
last an increase in the minimum wage. It was the NDP
government that raised it in 1995. Nothing’s been done
since then. During the economic boom, we heard you
can’t afford to raise minimum wage because we don’t
want to dampen the boom, we don’t want to hurt the
economy the way it’s zinging along. Meanwhile, the
Americans felt confident enough that it wasn’t going to
damage their economy. They raised their minimum wage
twice and it’s now much higher than ours.
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What’s difficult is that there are not a lot of people
who are on minimum wage. Most people earn a bit more
than that so they sort of tune out when you talk about
minimum wage, and yet it’s the benchmark upon which
everything is gauged. As long as you keep the minimum
wage low, then when you contract out, you keep wages
low; when you privatize, you keep wages low. Ontario
Works benefits are kept low. People on fixed incomes,
whether they’re seniors receiving pensions or disabled
people receiving benefits, all these things are kept low.
Nurses, teachers—at the end of the day everybody’s
wages are suppressed, and yet we’re moving into a user
fee society where you have to pay directly for everything
you need. How do people who are earning minimum
wage, or around there, galvanize enough political action
to make a difference?

Mr Hughes: I think you’ve hit on some important
points. One is that we really feel that work should pay,
and this was absolutely the case not that long ago. About
15 or 20 years ago, a single person working full-time,
full-year, earned enough to be out of poverty. That
simply isn’t the case right now. We have people working
at minimum wage who are living in shelters in Toronto.
It’s just disgraceful. It is a basic floor, and you’re absol-
utely right: as that floor rises, other things rise relative to
it. So it’s not just people who are at the minimum wage,
but people who are near it and above it in other ways. We
really don’t understand the rationale for allowing the
minimum wage to erode. We think it should be indexed,
that it should be brought up to the standard that was set in
1995, and that we make work pay.

Mr Christopherson: Hang in there.

Mr Spina: Gentlemen, thank you very much. I
wonder if you could help me understand something
better. On your first page you’re talking about the growth
in the number of poor children in Ontario, and you state,
“In 1989 ... one in 10 children in Ontario was poor; by
1999,” 10 years later, “one in six children was poor.”
That’s a 40% drop in the ratio, and that’s obviously
including the growth in population and so forth. Then
you indicate that the “growth and prosperity is not
benefiting ... families and children.” This sounds like a
paradox. Can you maybe explain that, please?

Mr Barata: One of the most important indicators that
we look at in terms of how well families are doing is how
far they are below the poverty line. You have mentioned
growth in population, which is a factor in the way the
numbers rise, but you also have to look at the rate of

poverty. The rate of poverty in 1989 in Ontario was the
lowest in Canada; it was 10.8%. By 1999, it had jumped
up to 16.5%. This is simply a rate of poverty on all
children. But most importantly in terms of how far
families are falling below the poverty line, that gap has
continued to increase over the past decade. That’s a very
basic indicator that shows that although families are
trying to make ends meet, quite simply the supports that
are available in society have decreased. Their benefits
have not increased at the same time, and they are falling
deeper below what they need to live on.

Mr Kwinter: Thank you for your presentation. I just
would like to get your advice, really, because I don’t
know what the solution is, or we would solve it. We have
this sort of dichotomy where we had a presentation by
the Canadian Federation of Independent Business earlier
today. They talked about almost 50% of small businesses
saying they cannot get proper employees. The qualities
they’re looking for—they don’t have to be computer
scientists or anything else—are a willingness to learn, the
number one issue; the willingness to stay at a firm,
number two; and customer service skills. These are all
things that can be learned relatively easily. My feeling is,
if that is the case, if there’s a chronic shortage of labour,
even though there are a lot of unemployed people, some-
thing is going wrong with the way we address the
problem with the working poor.

It’s also interesting that in your presentation you talk
about the fact that the minimum wage is a problem which
doesn’t allow these people to get close to the poverty
line, and Mr Christopherson is telling us that very few
people really earn a minimum wage. Somewhere along
the line you’ve got to connect the dots. I was just
wondering if you had any advice as to how you think this
should be approached.

Mr Hughes: You’re right, there are a number of
issues at stake here. One is, what kind of skills do people
bring to the labour market to start with? That’s where
you have to look, and I think the business community has
to seriously look, at what the social costs of many of
these tax cuts in fact are. They are not making life very
good for a lot of the families who are living out there.
I’'m telling you, you do not go to a job when you have
been hungry, when you have been homeless and when
you have a hard time even clothing yourself or your
family—when you’ve experienced those kinds of
hardships—and really become a very good employee. It’s
a bit contradictory. We need to look at the impact of
poverty on the next generation of workers and so on.

In terms of what makes that job attractive, can people
live on those wages—that’s a whole other question.
There are two parts to it. One is, are those wages ade-
quate to begin with? I don’t know. What proportion of
them is at minimum wage or near minimum wage? |
imagine there’s data on that. That shouldn’t be very
difficult to find out.

More importantly, though, if we’re talking about
families with children, they are definitely at a disadvan-
tage at the lower end of the labour market simply because
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they cannot earn enough to support themselves and their
families. This has been an ongoing problem. Wages are
not sensitive to family size. That’s why the child benefit,
the work income supplement, those kinds of things, are
very important and also need to be enhanced. We’re
suggesting that a comprehensive approach should be
taken to those things. I don’t know if that really is an
adequate answer to your question.

The Chair: With that, I have to bring it to an end as
we’ve run out of time. On behalf of the committee, thank
you very much for your presentation this morning.

ONTARIO COALITION
FOR SOCIAL JUSTICE

HOUSING AND HOMELESSNESS
NETWORK IN ONTARIO

The Chair: Our next presentation is from the Ontario
Coalition for Social Justice. I would ask the presenters to
please come forward and state your name for the record.
On behalf of the committee, welcome. You have 20
minutes for your presentation this morning.

Ms Kira Heineck: Thank you very much for the
opportunity to present to you today. My name is Kira
Heineck. I represent the Ontario Coalition for Social
Justice and the Housing and Homelessness Network in
Ontario, our newest member group. I will speak briefly
about the broader issues and needs that the OCSJ feels
must be addressed in the government’s next budget. Ann
Fitzpatrick, who’s with me, will speak directly to the
concerns and demands of the Housing and Homelessness
Network in Ontario in the next provincial budget.

The Ontario Coalition for Social Justice is a coalition
of over 200 provincial and national groups promoting
social and economic justice in Ontario. Our provincial
members include most major union affiliates, as well as
many provincial social sector groups, such as the Can-
adian Federation of Students, the Ontario Coalition of
Senior Citizens’ Organizations, Campaign 2000, the
National Action Committee on the Status of Women, the
Inter-Faith Social Assistance Reform Coalition etc. I've
listed a few more for you in our brief.

Of equal importance is our work with over 20 local
member social justice coalitions. These are communities
across the province that have their own local social
justice coalitions and who have joined together under our
umbrella. You’ll see there the list of communities in
which we are quite active. You’ll notice that it stretches
right from east to west and north to south in the province.

There are many issues that fall within the scope of
social and economic justice that the OCSJ concerns itself
with and to which we could speak today. Some of our
local community coalitions have already presented to this
committee, or are still scheduled to, as are many of our
provincial member groups. We fully support their ideas
and strategies for an alternative way forward for this
province, one that builds a sustainable future for all
Ontarians.

To complement the specific positions they’ve already
argued before you, or will still argue before you, we feel
our contribution is to remind the committee that the
existence of poverty and homelessness in Ontario are
indeed human rights abuses. There is no doubt that
homelessness has increased dramatically in Ontario in the
last seven years, and that poverty continues unabated in
this province. I’ve listed some of the basic statistics and
facts to flesh out that picture but, again, you’ve heard a
lot of this already today and in other hearings of the
committee. 1’1l just leave that for you right there.

A couple of points are important to highlight, though.
A lot of these statistics underestimate the reality that’s
out there because they don’t include the economic condi-
tions of native people living on reserves and those in
institutions like hospitals and jails.
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This sad and shameful reality is indeed a human rights
abuse. Poverty and homelessness in Ontario violate at
least three basic human rights that everyone in Ontario is
entitled to: the rights to livelihood, life and equality. All
three are enshrined in the Universal Declaration of
Human Rights and are supported by the Canadian
Charter of Rights and Freedoms and the Ontario Human
Rights Code.

I will read to you article 25(1) of the Universal
Declaration of Human Rights because it is extremely
powerful:

“Everyone has the right to a standard of living ade-
quate for the health and well-being of himself and of his
family, including food, clothing, housing and medical
care and necessary social services, and the right to
security in the event of unemployment, sickness, dis-
ability, widowhood, old age or other lack of livelihood in
circumstances beyond his control.”

Clearly, the income levels attainable under minimum
wage and the various social assistance programs cur-
rently in place in Ontario make the exercise of this right
to livelihood impossible for everyone.

Article 6(1) of the International Covenant on Civil and
Political Rights, designed to give legal force to the
Universal Declaration of Human Rights, reads, “Every
human being has the inherent right to life. This right shall
be protected by law. No one shall be arbitrarily deprived
of his life.”

We know that in Ontario, crushing poverty and the
lack of adequate social programs, income security meas-
ures and enough affordable low-income housing have
already condemned many people to death on our streets,
thus violating the very right to life.

Poverty and homelessness also violate the right to
equality because they are themselves barriers to the
enjoyment of that right. Poverty and homelessness make
access to the tools to achieve equality, such as education,
adequate housing and nutrition and decent health, almost
impossible to achieve. An argument can also be made
that allowing homelessness to exist violates section 15 of
the Canadian Charter of Rights and Freedoms, which
protects the poor from discrimination.
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The expertise I bring to this committee is what I learn
as | travel across the province and work with the local
social justice coalitions. I want to talk to you more about
what they are telling me they need based on their experi-
ences.

Everywhere people are struggling under increasing
challenges to provide their families with a decent stand-
ard of living, and with hope for and the ability to enjoy
the future. Here is what they demand Ontario spend our
money on in the next budget, with two major objectives:
end poverty and homelessness.

Raise the minimum wage so that anyone working a
full-time job can support themselves and their family at
above poverty-line levels. I’'m not an economist and the
details could be worked out in the future, but I think that
would be approximately $13 an hour right now.

Raise social assistance rates and modify eligibility
requirements, management policies and support pro-
grams to introduce truly meaningful, respectful and just
welfare reform.

Return the national child benefit to the families that
really need it.

Increase benefits to injured workers to, at a minimum,
fairly reflect inflation rates.

Build the social housing required to meet needs in
every community across Ontario. The Ontario Ministry
of Finance has found that we need about 18,400 units per
year. I don’t need to remind you that none are being built
right now.

Adequately fund health care so that health care costs
do not become an extra burden on people living in
poverty.

Stop the privatization of Ontario’s electricity market,
which will only add cost burdens to low-income On-
tarians.

For the objective of ensuring equality:

Build the subsidized and second-stage housing re-
quired in order to support women and children fleeing
abusive relationships, and adjust social assistance rates
and program requirements to support and assist women
and children fleeing abusive relationships. These two
recommendations are reflected in the Hadley inquest
recommendations that I’'m sure you’ve already been
presented on as well. The Hadley inquest found that the
number one barrier to Gillian Hadley being able to
escape with her life was that she was living in poverty
and couldn’t access second-stage or subsidized housing.

Stop the private school tuition tax credit and freeze
post-secondary school tuition across Ontario to ensure
equal access to education for all Ontarians. Again, this
recommendation is based on the fact that an increasing
number of low-income young people are not accessing
secondary education. They just can’t afford it any more. |
can tell you that the number one concern across the
province these days—I just came back from a trip to
Wawa a few days ago—is the lack of opportunity for
young people. It’s everywhere. Every workshop we do,
every discussion I have, every dinner I have with people,

this is what we talk about, the lack of opportunity for
young people.

Stop the tax cuts to corporations and wealthy On-
tarians, who disproportionately benefit from them. These
tax cuts help to widen the gap between rich and poor in
Ontario, which hurts everyone’s quality of life. This is
based on studies that show us that the narrower the gap
between rich and poor in society, the better the overall
health is of everyone in that society.

So it’s your choice. The reality of poverty and home-
lessness in Ontario is even more appalling because it
exists in the richest province in one of the richest
countries in the world. It is pathetic that the government
of Ontario, while extolling the virtues of Ontario abroad
and presumably upholding the internationally recognized
rights to equality, livelihood and life, allows poverty and
homelessness to exist, both through direct policy action
and indirectly by not developing legislation and policies
to alter this reality.

Homelessness and poverty in Ontario are man-made
realities. They have man-made solutions. This standing
committee has the power to make recommendations to
start implementing the solutions. The government of
Ontario has the power to act upon those recommenda-
tions. It is your choice. The future generations in Ontario
will judge you not for how many tax cuts or selling of
public services you were able to pull off, but on how you
promoted and protected the common wealth, the quality
of life of the poorest among us, and the struggle for the
equality of all Ontarians. You will be held accountable.
Make sure it is for bold moves toward social justice and
equality.

Thank you very much.

Ms Ann Fitzpatrick: Good afternoon. The Housing
and Homelessness Network in Ontario formed about two
weeks ago, following a two-day gathering of over 40
organizations from across Ontario from Parry Sound,
North Bay, Kingston, Windsor, London, Belleville,
Kitchener-Waterloo, Sault Ste Marie, Hamilton, native
and aboriginal communities, and Toronto. Participants
represented community-based organizations from their
areas, including legal groups, seniors’ groups, youth
groups, social justice groups, faith communities, housing
services, housing advocates and child welfare.

I’'m here today representing the Children’s Aid
Society of Toronto on this network. My job at CAS
involves dealing with families with housing and home-
lessness problems. I deal with two to five cases a day of
eviction and homelessness and people living in unsafe
housing. Ten years ago I dealt with that many issues each
month.

At our conference, we heard story after story, com-
munity studies and research reports that uncovered the
devastating impact of our housing disaster on a growing
number of Ontario citizens. Many participants had been
involved with housing issues over the last decade and
they were witness to the worsening crisis. For example,
the Toronto Disaster Relief Committee reported that
coroners have been advised to look out in their in-
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vestigation autopsies and inquests for homelessness as a
factor in those deaths.

The scope of homelessness: at this conference we
reaffirmed our understanding that government must
understand the visible and the invisible homeless reality
in our cities and towns and isolated communities. Home-
lessness and policies to address it must include the visible
people who are living rough on the streets, in bus
shelters, on grates, sidewalks, stairwells, benches and in
parks, and people who are living rough who are hidden
from view in parks, under bridges, in tent cities and in
abandoned buildings.

It also includes the invisible homeless nobody sees
except some of the social agencies like children’s aid that
are visiting people in their homes. Those are people at
risk for losing their homes because their rents are rising
faster than their income, compromising their ability to
pay their rent and resulting in an astronomical increase in
evictions. We have 500 applications for eviction weekly
in Toronto.

Homelessness also includes those who are in insecure
housing, people who are living temporarily doubled up
with other families, who have no rights of tenure and,
with a breakdown, can be forced to move at any time.

Now there is a new term called “couch surfing” that
has surfaced across the province, where youth and even
seniors and families are sleeping on couches from
different address to different address.

What are our recommendations before you today?
First of all, we want to say that we want you to invest in
solutions to turn this crisis around, and we know you can
afford to do so. It’s very clear that dealing with this
growing problem makes good economic sense at the
same time as it deals with people’s basic and human
needs and rights, as Kira has spelled out. On your budget
ledgers you can invest now in housing solutions and
comprehensive strategies that cross ministries or, you can
continue to pay now, and later, increasing sums for the
unanticipated domino effect on other budget lines and
services.
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A case in point has been distributed to you in the
package. The children’s aid carried out a study with the
U of T in 1992 and followed up in 2000. In 2000, for one
in five children admitted to our care, housing was a
problem. The number of children admitted where hous-
ing is a problem has gone up 60% since 1992, to 450
children in the year 2000. In another one in 10 cases, we
could not reunify children with their families because of
housing problems. The costs are enormous, and this is a
program you fund 100%—almost $2,000 a month for
each child in care. For each child, the average cost is over
$40,000. For the 450 children, if you look at the average
length of stay in care, that is a staggering cost of $18
million.

Other examples of the cost-effectiveness of funding
housing in a strategic and a planned way versus other
services are outlined in the other handout that came from
the mayor’s task force on homelessness, which looks at

expenditure estimates for various options. I’ve annual-
ized some of these costs. These are going back to 1999,
so no doubt many of them are much higher.

It costs for a person to be in prison for a year $42,000,
or almost $4,000 a month. A motel or a family shelter
costs $37,000 a year, or over $3,000 a month. Contrast
that to investment in public housing, which only costs
$486 a month for government to subsidize, or approxi-
mately $5,840 a year. New non-profits are a little bit
more expensive because they were developed when land
costs were high, but they’re still $1,905 a month. So if
governments are setting budgets, they have to look at
what other budget lines are having impacts on failing to
act on the housing issue.

In addition to these costs, you’ve spent $12 billion on
tax cuts. So we just cannot accept the argument that a
government cannot afford to solve the housing crisis. It’s
an issue of choices and strategic investments to reverse
this serious and growing problem.

What we want to see in the budget are solutions that
address housing supply, income issues and policy issues,
and it needs to be done in an integrated way.

For starters, on new supply we want you to put in your
contribution of $245 million toward the federal-
provincial agreement that you signed off on in Quebec
City. We understand $20 million is on the table; that’s
not acceptable. Even if you put in $245 million, it’s only
going to result in 2,000 units a year across Ontario, and
we know that’s a drop in the bucket, depending on the
need.

We also know the private sector is not going to solve
this problem, as was promised. Al Leach, when he was
the Minister of Housing, said there would be 15,000 new
rental units a year if rent control was scrapped and other
policies were passed. We know that hasn’t happened. We
need government investments, and history has shown us
that in terms of meeting the housing needs of the lowest
income groups. So we want a long-term strategy of
investing in supply. As Kira said, the Ministry of Finance
projected that there’s a need for 18,400 units of rental
housing in this province. So all we’re asking is that you
follow your own financial projections and fully fund that
program. It would cost about $900 million annually.

The housing needs to be permanent affordable hous-
ing, for the most part, but it could also address some local
needs identified, such as transitional housing for
assaulted women as well as some emergency shelters,
which don’t exist in some communities. Aboriginal com-
munities need to manage and control their housing, and
they need some targeted dollars. The demand is clear.
When I started working on these issues over 10 years
ago, the waiting list in Toronto was 10,000 households;
now it’s over 62,000 households. We’ve got to do some-
thing fast.

We also want you to address income strategies. The
previous deputants covered a lot of the issues that we
also support. We think that social assistance rates have to
be increased. I would say that cutting social assistance
and eliminating rent control on vacant apartments was
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one of the most toxic brews of policy I’ve ever seen. It
has punished low-income people beyond belief. Then,
when you add to that that there’s no supply of social
housing, there have been horrific impacts of those
decisions.

Landlords have always discriminated against people
on social assistance, despite the protections in the Ontario
Human Rights Code. But now low-income people can’t
afford those units. The unit cost for a one-bedroom in
Toronto is about $883, and that is well beyond what a
single person earns on social assistance.

We reiterate that the minimum wage needs to be
increased. We think there needs to be more funding to
tenant services through legal clinics and the Ontario
Rental Housing Tribunal. There are areas in the north
that are getting very poor service and it’s leading to more
evictions.

We think there needs to be more support to groups
working regarding issues of discrimination in rental
housing, and access to these services should be province-
wide.

Finally, a couple of recommendations that probably
don’t fit on your budget line directly, but we want rent
controls back. We want rents to be fair; we want housing
to be affordable. Above-the-guideline increases under the
NDP were taken off base rents once those capital
improvements were made, but under your new policies
they’re built into rents ad infinitum. So it’s of course
going to escalate rents. You’ve got to say it’s unfair for
tenants to have to keep paying for improvements in their
base rent after the laundry room was already paid for.

Finally, we want you to reinstate the Rental Housing
Protection Act. We have seen a net loss of rental housing
in many communities, even though there have been a few
units developed by developers. Toronto recently won a
case allowing the city to set some rules around con-
version and demolition. All we’re saying is, do that
province-wide. We need to save the housing we’ve got as
well as produce new housing.

In conclusion, I hope this hearing is a meaningful
process and a democratic process. I hope that you’re
going to listen, reflect and act on what you’re hearing
from people across the province. Economic forecasts and
indicators often fail to attend on the impact on people.
We’re working at the ground level; we’re seeing what’s
happening.

It takes leadership and accountability to evaluate your
own policies and decisions and to change direction where
that is necessary. Your housing policies and welfare
policies are a case in point. Failure to act soon and take a
new direction from the direction you’ve taken will result
in more money spent on the numerous services and
institutions that kick in over time in desperate situations:
health care, child welfare, police, jails, mental health
facilities, hostels and motels. Pay now, with leadership
and vision, or pay now and later, with thousands of
children, families, seniors, youth and voters falling into
desperate living conditions and putting greater burdens
on the network of services we have across the province.

An ounce of prevention is worth a pound of cure, and
you have the resources to take action.

The Chair: With that, there won’t be any time for
questioning as you’ve used all your time this morning.
On behalf of the committee, thank you very much for
your presentation this afternoon.

This committee is recessed until 2 o’clock this after-
noon.

The committee recessed from 1309 to 1401.

CANADIAN FEDERATION
OF INDEPENDENT BUSINESS

The Chair: Good afternoon, everyone. If I can get
your attention, we’ll bring the standing committee on
finance and economic affairs to back to order. Our first
presentation this afternoon will be from the Canadian
Federation of Independent Business. I would ask the
presenters to please come forward and state your names
for the record. On behalf of the committee, welcome.

Ms Judith Andrew: Good afternoon and thank you,
Mr Chairman. I’'m Judith Andrew, vice-president, On-
tario, for the Canadian Federation of Independent Busi-
ness. With me today is Melanie Currie, policy analyst for
Ontario, also with the CFIB.

I’ve put some kits together that you should have in
front of you. They are actually quite different material
than was distributed by Catherine Swift this morning, so
please do look. Just to acquaint you with the contents of
the kit for future reference, in the right-hand side of the
kit you’ll find the statement that I will make today
concerning the pre-budget. There are also some charts
that accompany the statement and some very new and
interesting data in those charts, so please look at that.
There’s a survey that we have freshly completed dealing
with a proposed hotel levy to support tourism promotion.
As well, there’s a new mandate ballot from our member-
ship dealing with the issue of financing incentive.

The entire left side of your kit is devoted to municipal
matters. There’s an update on the property tax burdens in
Toronto; a new property tax fax alert that our members
are using to convey their views on what ought to be done
at this juncture; a new ballot dealing with an idea we
have on property tax, which I will address in a moment;
plus our recent reports dealing with municipal issues
from the standpoint of small business. One is entitled
Building Better Communities; the second one is entitled
City Limits and it deals with special authorities for
taxation for municipal governments; and finally, last
year’s pre-budget submission, which contained a lot of
analysis and detail that might actually be worth refer-
encing in this year’s go-round.

Turning to the statement and the accompanying charts,
CFIB appreciates the opportunity to make submissions to
the Ontario government with respect to the forthcoming
Ontario budget 2002 on behalf of our 40,400 Ontario
small and medium-sized enterprise members.

We certainly commend to your further attention CFIB
submissions with respect to last year’s budget, which are
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in the kit and do supply detailed analysis and an in-
tegrated set of recommendations that we’re still pro-
ceeding along.

As Catherine Swift outlined this morning, small busi-
ness is the primary engine of the economy and it is very
heartening that small firms in this province continue to
hold reasonably strong expectations for their businesses.
Catherine went into some detail on that, so I will not.

This submission will briefly update our members’
budget-related priorities and make the case for moving
forward on key small business recommendations within
the strictures of Ontario budget-making this year. CFIB’s
“Our Members’ Opinions” census survey continues to
show total tax burden as the perennial number one issue
of concern for small firms. Knowing that today’s debt is
tomorrow’s taxes, small business owners’ fiscal priorities
emphasize debt repayment first, followed by tax relief,
with spending ranked third.

Small businesses report diminishing satisfaction with
all levels of government in controlling spending. That
actually is the third chart. It should be noted that Ontario
scores somewhat better on its stewardship of taxpayers’
money than do either of the other two levels of govern-
ment. Health care, education, transportation infrastruc-
ture and environment infrastructure garner the most
support among small firms for spending increases, and
you have the chart that was revealed this morning, as
well as a more detailed chart dealing with public
infrastructure. This particular one has the benefit of over
23,000 respondents, so it’s a very broad-based survey in
terms of the areas of public infrastructure that our
members would support. Not surprisingly water quality,
highways and local roads get the most support for
increased spending in that area.

CFIB acknowledges with appreciation this govern-
ment’s progress on addressing small and medium-sized
enterprise budget priorities. This action helped to reces-
sion-proof our sector and get Ontario through the recent
economic bumps with fewer negative repercussions than
were feared. In the face of a softening economy and the
terrorist attacks, it was very positive and confidence-
instilling that this government not only held to its tax cut
commitments, but also accelerated the tax relief to
October 2001.

CFIB’s fresh “Focus on Ontario” survey data show
that personal income tax, employer health tax and small
business corporate income tax cuts have, to date, most
helped small business job creators. That’s the chart on
page 3 at the bottom. This data also show that capital tax
relief is starting to be felt. We anticipate that full-year
implementation of the first $5 million capital tax deduc-
tion will substantially reduce or eliminate the tax for
many small and medium-sized enterprises in a manner
that ensures that every business enjoys equal relief. I
should say for small businesses this is a substantial relief,
which means much more to them than the same deduc-
tion would, of course, in a large firm.

Workplace Safety and Insurance Board premium
reductions since 1995 have also assisted small and

medium-sized enterprises, although the decreases in the
average rate have disappeared and plans to expand the
system are worrisome. That was referenced this morning
by Catherine.

CFIB’s latest tabulation of concern with provincial/
local taxes and charges places municipal property tax as
the number one tax most harmful to Ontario businesses.
With growing concern over recent years, in tandem with
rising fuel prices, our members in northern Ontario
identify fuel taxes as their second-ranked most harmful
tax. Personal income tax, corporate income tax and prov-
incial education property tax are also ranked high on the
most harmful list.

Looking at future tax reductions—and there’s a table
and a chart on page 5S—municipal property tax received
the highest priority rating for future tax reduction
attention, followed by personal income tax, provincial
education property tax, fuel tax and small business cor-
porate income tax. As you can see, capital tax is nearer
the bottom, second from the bottom, as an issue where
our members have certainly appreciated the relief ex-
tended in last year’s budget, and it’s not now on the top
of the list of their priorities.

We commend the Ontario government for adhering to
its positive Bill 140 hard cap as a start to levelling
property taxes and improving accountability to the
resident-voter for local spending. One strategy to
approach the range of fairness and at the same time mete
low-end property tax relief to small business is to
institute a small business threshold of property values
that municipalities must tax at the lower residential rate.
We are currently canvassing our members on this option,
and the mandate ballot is enclosed in the left side here,
and our preliminary findings show small firms are
strongly in favour of the proposed threshold approach.
1410

Our members strongly oppose giving municipalities
new taxing powers, for example, local sales or income
taxes. Instead, business people favour reductions in local
spending. Small firms resist allowing local governments
to levy new local fuel taxes to pay for transportation
infrastructure. However, they would support earmarking
existing fuel taxes to pay for local transportation infra-
structure; for example, roads and transit. Few have
qualms about forcing municipalities to lower municipal
property taxes on business in order to lessen the property
tax load. There is reasonable support from small firms for
removing social services costs from the property tax, and
replacing taxes with fees for specific services is also
moderately supported as a genuine user-pay approach. To
summarize, all those findings regarding municipal
finance and taxes are in the two charts on page 6. One
deals with northern Ontario and the other is all of
Ontario.

Our recommendations to the Ontario government for
Ontario budget 2002 are:

(1) Maintain a sound fiscal balance, emphasize debt
and tax reduction over spending and focus priority
spending to support growth and competitiveness.
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(2) Support confidence by continuing to phase in the
announced tax relief—personal income tax, corporate
income tax—on schedule.

(3) Alleviate the unfair burden of profit-insensitive
property taxes on small business job-creators by (i) de-
livering substantial relief on provincial business educa-
tion taxes; (ii) instituting a small business threshold of
property value that municipalities must tax at the lower
residential rate; (iii) disallowing municipal clawback of
reductions owing to lower assessments; (iv) taking other
steps to lower municipal business property tax rates
toward the established range of fairness.

(4) Promulgate Ontario’s charter of taxpayer rights on
tax administration, fulfilling this 1999 Ontario budget
commitment to treat taxpayers fairly, and also update and
improve the vendor compensation for retail sales tax
collection.

(5) Eliminate the capital gains tax—in effect, zero-rate
it—as an incentive for direct—and this is without inter-
mediaries—patient capital investment in small and
medium-size enterprises. The ballot on that is in the kit,
with a vote 63% in favour. That was also supported in the
Chudleigh report on competitiveness. So that’s an
important item.

(6) Fulfill the government’s commitment to publicly
identify provincial fees and charges paid by businesses in
Ontario; review existing provincial fees, as promised, to
determine whether they exceed the cost and value of the
service provided; and refrain from introducing legislation
allowing municipalities to introduce a hotel-motel levy to
pay for tourism promotion. Again, the survey vote on that
is attached, a very strong survey in opposition—91%.

We appreciate the opportunity to make these submis-
sions, and we look forward to attempting to answer your
questions.

The Chair: Thank you very much. We have two
minutes per caucus. [’ll start with the government side.

Mr Gilchrist: In the interest of time, I’ll make this
very quick. I had an e-mail today from a gentleman who
is watching with great interest the Toronto city budget
deliberations. He noted that they are proposing to spend
$280 million on homelessness and $255 million on all
their fire services, but only $140 million on all parks and
recs. It’s small wonder they can’t keep the pools open.

It seems to us a bottomless pit. We share your con-
cerns about property tax, but we need some direction.
Should the province be accelerating the rate that muni-
cipalities are required to produce best practices or meet
performance measures and then mandate that they have
to stick to those percentages and it would be illegal to
raise taxes beyond that level?

Ms Andrew: Our members, as you can see from the
last survey charts on page 6, are pretty hard on muni-
cipalities in terms of the kinds of latitude they would give
them to do anything. Our members have been ill-treated
by municipalities. The tax burdens in Toronto are enor-
mous. There’s a summary sheet here showing just how
much commercial properties and industrial properties are
levied relative to residential properties.

So our members really feel that the Ontario govern-
ment needs to set the framework for proper budget-
making and then allow the municipality to levy appro-
priate levels of taxes without ill-treating the business
sector the way they’ve been doing until now. There may
be some sympathy for certain kinds of social services that
are hard to support off the property tax base. There would
be some sympathy for doing that, but that’s not our
members’ number one. They’re just desperate to have
some relief on the property tax front.

Mr Phillips: On property tax, I see by your chart here
that a majority of the property taxes that are paid by a
manufacturing operation—this is the Toronto example—
are set by the province. You have now I think correctly
talked in your document about provincial property taxes.
No one thinks about that, but I see that over half of the
property taxes being paid by businesses in Toronto go to
education and are set by the province. I think you’re
showing—

Mr Gilchrist: No, they’re not.

Mr Phillips: I know Mr Gilchrist doesn’t like to hear
this, but here are the majority of taxes going to the
province, set by the province. Mike Harris sets the
education tax rate and it goes right into education. It’s set
by the province, with the province controlling it.

Mr Gilchrist: It’s set by the school boards. The cap—

Mr Phillips: Mr Gilchrist doesn’t like to allow other
people to debate. It is set by the province. Mike Harris
sets this tax rate. A majority of taxes—

Interjection.

The Chair: Mr Phillips does have the floor.

Mr Phillips: Thank you, Mr Chair. I know it’s always
somewhat difficult with Mr Gilchrist.

Your chart here quite correctly points out that a major-
ity of property taxes go to education—and the Legis-
lature never sets that rate, by the way; it’s set by
regulation. Do you think it would be helpful if we in the
Legislature had an opportunity to participate in the
debate around setting those education tax rates that are
set right now in secret by the cabinet?

Ms Andrew: If the elected members would do some-
thing about the onerous burden on business, absolutely.
The fact of the matter is, you are right: in the Toronto
example here, on a $300,000 property more than half of
the property tax is provincial education property tax. It
shows up very high on our survey as something that has
to be dealt with. It’s the third-ranked priority after
municipal property tax and personal income tax.

We would argue that if there’s any money in the
treasury to be spent on anything this year, it ought to be
applied to reducing that provincial education property
tax. A uniform average rate wouldn’t work. You basic-
ally need to buy down the rates on the municipalities
where the rates are very high. Mr Gilchrist is right: it is a
fact of history that school boards bargained in different
ways and ended up with different levels of education
property tax, which the province took over. But now is
the time to start buying down those very high rates, as
was done in the 1998 budget. But much more is needed.
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It’s a big chunk of money to get that down to something
reasonable that would compare across the country.

The Chair: Mr Christopherson.

Mr Christopherson: Thank you for your second pres-
entation of the day. Here’s the world we’ve got with
municipalities: over the last seven years, we’ve had an
enormous amount of downloading of responsibilities. It’s
pretty clear now that it wasn’t revenue-neutral, that
municipalities ended up with less money and more re-
sponsibility. Yet a lot of the things that make small busi-
ness work are very different from large corporations
trading and exporting on the world market. I think of
downtown Hamilton and Westdale as examples of that. A
lot of the things that matter to them in terms of com-
petitiveness are those very municipal services that are
provided, such as police protection, fire protection, the
building and maintenance of roads, sewage, garbage
pickup, snow clearing—all the sorts of things you don’t
really think about that can make a huge difference if
you’re competing regionally.

Yet you’ve still maintained that a balanced budget,
which in effect means less money for municipalities—
once you say the one, the other happens, because there’s
not enough money to meet the current demand, let alone
anything expansionary. If balanced budgets are the
priority, and yet you want local government to respond to
a lot of the business issues which, quite frankly, are also
citizen issues—often they’re one and the same—their
hands are tied. I have trouble, and I mean this very
sincerely, trying to understand how you see both things
being able to happen at the same time.

1420

Ms Andrew: I guess we don’t accept your premise
that it’s been entirely a situation of downloading, that the
exchange of services and costs—in some of the data I
showed, some municipalities were up money on the
exchange. They actually—

Mr Christopherson: Not Hamilton.

Ms Andrew: —claimed it was downloading. It’s one
of those things that almost requires a forensic analysis to
get to the truth. There was that kind of analysis done for
Toronto. It’s easier for levels of government, I guess, to
point the finger at each other than to actually solve the
problems.

Our members are not well treated by municipalities.
They don’t even get equal access to the services. This
latest round of changes on garbage in Toronto, for
example, is another way of skirting around Bill 140, to
put more of the cost of garbage and diversion into blue
box and so forth directly on the business. So they’re
getting less service with more cost just on that one item
alone.

If the taxes were even-handed across the categories of
taxpayers, if it were a classless society in terms of there
not being classes of taxpayers, then you would have
accountability to the residents for the spending. Because
businesses don’t vote, they don’t get the kind of response
that is necessary. So I guess we don’t accept your argu-
ment that municipalities have been dealt a poor deal by

government necessarily. In some cases there may be
imbalances, but as far as I know, those imbalances were
made up. Municipalities have not hesitated to download
their problems on to business, and the levels of services
provided to business certainly do not justify the kinds of
taxes that are levied.

The Chair: With that, we’ve run out of time. On
behalf of the committee, thank you very much for your
presentation this afternoon.

CATHOLIC PRINCIPALS’ COUNCIL
OF ONTARIO

The Chair: Our next presentation will be from the
Catholic Principals’ Council of Ontario. I would ask the
presenters to please come forward and state your names
for the record. On behalf of the committee, welcome.

Mr Brent Wilson: My name is Brent Wilson. I am
president of the Catholic Principals’ Council of Ontario.
With me is Lou Rocha, the executive director.

The Catholic Principals’ Council of Ontario represents
and supports over 2,000 principals and vice-principals in
Ontario’s Catholic elementary and secondary schools.
These men and women work daily to foster an authentic
vision of Catholic education, and strive to provide
leadership that will in turn enable them to serve the needs
of students so that they will be prepared to exercise
Christian leadership as full and contributing members of
Canadian society. As president and executive director,
we welcome this opportunity to speak to you today.

CPCO shares the goals of the government of Ontario
which are listed below. In addition, we support Ontario’s
Catholic school graduate expectations which are listed
before you.

Principals recognize their role in implementing change
for continuous school improvement. CPCO recognizes
the importance of fostering educational leadership. Prin-
cipals need support to develop and refine their skills and
to acquire new knowledge to fulfill their roles. There is
ample evidence that successful schools have strong and
effective leaders. Educational reform dramatically ex-
panded the role and responsibilities of principals in
recent years. There are greater expectations for improved
student achievement, involvement with parents and
school councils, and public accountability. Principals and
vice-principals are making extraordinary efforts to
successfully implement these recent educational reforms.

As educational reforms continue to change the prov-
incial landscape, the Ontario College of Teachers study
indicates that 44% of teachers with principal qualifica-
tions are eligible to retire within five years. CPCO’s own
survey on retirement indicates that 43.1% of principals
and vice-principals will retire within the next three years.
Ontario schools have an urgent need to recruit future
principals and vice-principals. Related to this is the
fundamental requirement to provide training for the next
generation of school leaders.

Principals have a key role in leading change in
Ontario. As leaders, they develop consensus within their
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communities on mission and direction. In ordinary times,
experienced leadership and professional training pro-
grams are paramount to the creation of effective schools.
This is even more critical today with the large-scale
changes being undertaken in Ontario. CPCO’s most
recent membership survey indicated that 38% of prin-
cipals and vice-principals have less than five years’
administrative experience. This situation alone under-
scores the need for professional training programs to
support school improvement.

In It’s All About Improvement, the report of the Task
Force on Effective Schools, they recommended increas-
ing funding for professional development to an amount
equal to 1.6% of payroll of school boards. This would
equate to an annual amount of approximately $1,500 for
professional development for each principal and vice-
principal. We concur with this recommendation.

CPCO established the Academy of Catholic Educa-
tional Leadership, ACCEL, in January 2001 to provide
professional development and training for principals and
vice-principals in the Catholic school system. In April
2001, the Ministry of Education’s joint initiative project
funded CPCO and other provincial principal organiza-
tions with $4.5 million, of which CPCO received $1.54
million. The ACCEL staff and the ministry staff worked
together to ensure that high-quality programs were
provided across Ontario with this funding. In so doing,
the issues of accessibility and equity have been addressed
by using a variety of delivery methods. By June 2002,
CPCO’s 2,000 members will have participated in over
3,800 training days, and CPCO will have delivered the
following training programs and resources to principals,
vice-principals and supervisory officers.

The ACCEL courses are constantly reviewed and kept
current, and are of the highest quality. One of the courses
reviewed by an external consultant received the highest
rating in seven out of eight categories. There is no doubt
that professional development delivered through CPCO
effectively supports principals and vice-principals in their
role as effective leaders and agents of change in Ontario
education.

The quality of CPCO’s materials and resources has
been recognized by the Ontario College of Teachers. The
college has accepted 13 of the courses as core pro-
fessional learning programs under Ontario regulation
270/01. These courses meet the requirements in six of the
seven categories outlined in the legislation, and you’ll see
a chart in the back of the booklet that outlines where
those courses match up to the core learning programs.
We are also awaiting approval on a number of other
courses.

CPCO’s membership survey on professional develop-
ment indicated that more than 75% of principals and
vice-principals are planning to complete the 14 man-
datory courses in the next five years, despite the fact that
40% are eligible to retire in the next three years. The
same survey indicated that principals and vice-principals
believe the provincial principals’ associations should
develop and deliver the professional learning programs.
Hence our second recommendation.

The ministry’s joint initiative project was a good and
necessary start to funding professional development for
principals and vice-principals in the province. Further
commitment is needed in the immediate future to develop
and implement continuous professional development and
training for principals and vice-principals. Given the high
rate of retirement in the next five years, and combined
with the relative inexperience of new administrators, it is
imperative that the Ministry of Education make a long-
term commitment to Ontario’s school leaders. Funding
professional development for principals and vice-prin-
cipals is a sound investment in the future of Ontario
education. The quality of programs that have been pro-
vided through the ministry’s initial funding grant is a
guarantee that such an investment is both valid and
valuable. Hence our third recommendation asking for
funding for over a five-year period.

In order to promote school improvement, the Ministry
of Education must amend the current student-focused
funding model to address the funding of school leader-
ship. During the last four years, the number of teaching
principals and vice-principals has increased while the
time spent on administrative duties has decreased. At a
time when school leadership is so important in imple-
menting educational reform, many principals and vice-
principals are working 60 hours a week trying to be both
effective administrators and successful classroom
teachers.

CPCO recommends that the funding model be modi-
fied to provide full-time principals in every school. We
further recommend that all vice-principals be assigned to
full-time administrative duties in order to prepare
successfully for their future leadership roles.
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CPCO conducted a number of surveys in the fall of
2001. In November 2001, we released the paper called
Funding Effective School Leadership. This paper identi-
fied four building blocks needed to support effective
leadership: full-time principals and vice-principals; the
appropriate funding for principals and vice-principals in
order to implement number one; retention incentives,
recruitment and security issues were identified and
recommendations made around those; and the last one
was professional development.

Ministry data indicate that a significant number of
elementary principals and nearly one third of elementary
vice-principals have assigned teaching duties. CPCO’s
own survey indicated that 68% of principals have per-
formed the dual role of teaching principal, some for as
many as 20 years. These educators face challenges on a
daily basis. They try to provide high-quality instruction
for their students but are often called away to deal with a
serious problem or a parent concern. They are trying to
complete numerous reports but have less administrative
time and fewer administrative staff. They find it difficult
to maintain ongoing communication with staff, students,
parents and school councils. They cannot consult with all
stakeholders to plan for school improvement and EQAO
target-setting because of the time required to plan lessons
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and assess students and also to teach. They will find it
impossible to properly implement the new teacher per-
formance appraisal model because their time is restricted
by the amount of classroom teaching they must do.

While there are few teaching principals in secondary
schools, the situation is equally challenging. Since 1998,
67.12 full-time-equivalent principal and vice-principal
positions have been lost. At the same time, a radical
reduction in the number of department heads has had a
negative impact on the schools’ administrative support
structures. While secondary reform and the Safe Schools
Act have created significant responsibilities for second-
ary principals in the present, the future will bring new
issues and initiatives such as the double cohort, collection
of personal information and the time-intensive teacher
performance appraisal model.

CPCO believes that every school must have a full-time
principal with no teaching duties. They must be allowed
to devote their full attention to the organization and
management of the school, the implementation of curri-
culum and the supervision of staff. Therefore, our fourth
recommendation is that the funding model be adjusted to
incorporate this idea.

Vice-principals have a key role in the school system.
In addition to their function as members of the admin-
istrative team, these people are the future leaders of our
schools. As such, they must be given the time to properly
develop their leadership skills and learn the role of prin-
cipal while interning as vice-principals. Similarly, prin-
cipals must have the time to guide and mentor their vice-
principals.

With the impending leadership shortage due to retire-
ment patterns, it is essential that highly qualified
candidates be recruited to the position of vice-principal.
Our school systems must be able to prepare future leaders
for the role of principal. That preparation cannot be
facilitated when vice-principals have part-time or full-
time teaching assignments in addition to their adminis-
trative duties. In elementary schools, some 28% of vice-
principals have teaching assignments, compared to 4% of
secondary vice-principals. Therefore, we recommend that
all vice-principals be assigned full-time administrative
duties.

The student-focused model provides funding based on
average expenditures of school boards in 1996. The
model provides funding for principals and vice-principals
based on board enrolments. Basically, it says one
elementary principal for every 363 students, one elemen-
tary vice-principal for every 1,333 students, one second-
ary principal for every 909 students, and one secondary
vice-principal for every 666 students.

If you look at ministry data, they indicate that 67.6%
of elementary schools are under the 360 students, and
33% of secondary schools are under the 600 enrolment
figure. These data show clearly why boards are experi-
encing difficulty assigning full-time principals and vice-
principals to all schools. The funding model does not
address the reality of Ontario’s schools. Two thirds of
elementary schools do not have enough students to gen-

erate funding for a full-time principal. The model similar-
ly disadvantages many rural school boards, and some
urban school boards, that have high schools with fewer
than 900 students.

There is a significant need to review the student-
focused model. The ministry must take steps to reassess
the funding for administrative staffing in elementary and
secondary schools.

Thank you very much.

The Chair: We have about a minute and a half per
caucus, and I’ll start with Mr Phillips.

Mr Phillips: On the challenges of a principal for
every school, one of the challenges I think is to keep
smaller schools open for communities. I’ve always felt
that there’s a trade-off. If you have a smaller school, you
often have a school with a lot more intimacy than a
school in your community, but you don’t have exactly
the same levels of service.

I’'m just wondering what impact it would have if we
did mandate that every school had a full-time principal.
Is there the risk that that leads then to the school board
saying, “If we have to do that, it’s a bigger reason why,
therefore, we may have to close that school. In setting
priorities, we just simply can’t fund that”? If enrolment,
let’s say, drops to 220 or something like that, would the
community be better off with a part-time principal doing
some teaching, if that meant keeping the school open?

Mr Wilson: One of the things that’s in here is really
the idea of funding for a full-time principal. There are so
many things that person can be doing that are system
oriented, also. At a time with the changeover being so
fast in education, all the new initiatives coming in in
terms of legislation and also the turnover rate because of
retirements, there are a lot of people who need mentor-
ing. So what I could see is that a smaller-school principal
could have system responsibilities that may take over the
mentorship of new teachers or an induction program for
new teachers, to help them with the new curriculum and
also help focus them on testing results and those types of
things.

At the same time, the person could also take on a
leadership role in terms of new vice-principals in the
system and actually hold ongoing professional develop-
ment as part of the role. I think there’s an expanded role
that you can have for these people. These people are
excellent teachers. They were excellent teachers before
they became principals and they haven’t lost that teach-
ing ability, so to be able to apply that teaching ability
now to helping adults and teachers within the system do a
better job for the whole system would improve education.

Mr Christopherson: Thank you for you presentation.
No matter who we hear from in the education system, it’s
primarily the same message: that there’s not enough
funding, that things are deteriorating, the pressures are
getting greater and greater and if you don’t get some
relief soon in terms of new funding, the system is going
to outright break.

I was interested when you talked about the number of
vice-principals who are assigned to non-administrative
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duties before they become principals. I thought to myself
that it’s like taking a co-pilot for an airliner and keeping
him on the ground doing maintenance when the whole
idea is to have him or her eventually become a pilot.

You also mention on page 2, “Principals and vice-
principals are making extraordinary efforts to success-
fully implement recent educational reforms.” Given the
pressure that teachers are facing, and we’ve heard from
many, is it your experience that there are otherwise
excellent teachers who would make good vice-principals
and principals who are looking around and saying, “I
know what my world is right now. The thought of taking
on even more responsibility for administering this crisis
is something I’m not interested in”? Are you having any
difficulty recruiting teachers you’d like to see promoted
up into vice-principal and principal ranks who are saying,
“Not a chance; it’s just not worth it”?

Mr Lou Rocha: I'll take a stab at that. It was our
information about a year ago that in fact principal courses
are bursting with enrolment. Therefore, it’s very sur-
prising to hear school boards saying they can’t get people
to apply for the position. On the one hand, you have a lot
of qualified teachers who have principal’s papers, but
they’re not applying for the job of a vice-principal or
principal in some of the smaller boards. We have done a
couple of studies that indicate there’s a fair amount of
stress and there are a lot of disincentives in the job. One
of the goals that we always carry forward is to try and
promote the benefit of being a school leader and talk
about the good that you can do for the system. But it is a
struggle and it is a reality in the field.

Mr Christopherson: You have to convince people to
do this, as opposed to it being something they would
ordinarily see as part of a career path.

The Chair: Thank you very much. I have to go to the
government side.

Mr O’Toole: Thank you very much for your presenta-
tion. Just looking at the opening line here, you say you
share the government’s goal of—I’m just focusing on
one thing—*“providing equitable funding to all students
in the province.” Of course, that was the original starting
point of all these changes for the publicly funded
education system.

I can tell you, as a former separate school trustee, the
Catholic system has benefited from this and to say
otherwise would be a complete misrepresentation of the
facts. There have been winners and losers in this, and I
think the winner—and I hate to put it in those dramatic
terms—has been the Catholic system. Yet I’'m not
convinced that it isn’t just more of the same. It has been
sort of replicated and they’re becoming much alike.
Unfortunately, I have a problem with that, and many of
the people in Ontario do as well.
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I’'m not blaming you personally, but as you’ve said
several times, you are the leaders. What I’'m looking for
is, how are you different than the public system, if it’s
identical in every other way except language? In fact, the
position has been that they took the appeal to the
Supreme Court on the ability to hire based on religion.

The most recent attack has been OECTA’s position—
and this is my question—on refusing student teachers to
participate in practice teaching in the classroom. You’re a
leader and a manager, and these are difficult but neces-
sary decisions. Do you support OECTA’s position—this
is on the public record—to reject those student teachers’
right to teach and to have practice teaching? It’s difficult
to make a decision, but I want the record to mail out to
my constituents, who are very upset about this issue. Do
you support the OECTA union position or not?

The Chair: I think we have received the question, so
give him a chance to answer.

Mr Rocha: The question is clear, Mr O’Toole; the
answer may not be so clear. We certainly struggle with
OECTA’s decision. It’s had a significant impact on Cath-
olic schools in particular, and there are various reasons
why that has happened. Perhaps one of the possible
responses is that the other unions haven’t acted in a like
manner; otherwise the situation would have been more
widespread. Certainly in our most recent discussions, we
feel that a lot of impact has been placed on Catholic
schools because of the position of OECTA.

The Chair: With that, we’ve run out of time. On
behalf of the committee, thank you very much for your
presentation this afternoon.

ONTARIO CONFEDERATION
OF UNIVERSITY FACULTY
ASSOCIATIONS

The Chair: Our next presentation is from the Ontario
Confederation of University Faculty Associations. I
would ask the presenters to please come forward and
state your names for the record. On behalf of the com-
mittee, welcome.

Dr Henry Jacek: I’d like to thank the committee for
hearing us once again. I was here last year. I’'m pleased to
be back again, and certain parts of my presentation will, I
hope, have continuity with last year’s.

My name is Henry Jacek. I'm president of OCUFA.
On my right is Henry Mandelbaum, our executive
director, and on my left, Mark Rosenfeld, our director of
research.

The Ontario Confederation of University Faculty
Associations represents approximately 11,000 faculty
and academic librarians in Ontario’s universities. We’re
pleased to be here today. Our brief makes a number of
recommendations, but I just want to highlight two of the
most pressing ones.

I’m pleased to be here, but at the same time I’d like to
say that it is distressing to me that although last year I
tried to impress upon you the dire straits of universities
and their ability to deal with the faculty shortage, the
aging faculty and the increasing numbers of students—
that was what we talked about last year, particularly
putting emphasis on the faculty shortage—it’s with a
great deal of regret that I point out that universities today
are worse off than they were a year ago.
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Our first major request is that the government of
Ontario needs to increase the base operating support for
Ontario universities by $200 million each year for the
next two years. This is additional to the money that was
pledged in the May 2001 budget. If we are to have any
hope of meeting the needs of students who will be
coming through our door over the next two, three, four or
five years, the double cohort and the other students who
are coming, there is no way we will be able to accom-
modate them without major additional funding. The
universities are overcrowded now, there are bottlenecks,
there are shortages of all kinds. How we are going to
accommodate the additional 50,000 students over the
next two years without money I have no idea, and we
need that money quickly. We have less than a year to
prepare for the major onslaught.

Actual enrolment increases are outpacing projections
by the Ministry of Training, Colleges and Universities.
The numbers used in last year’s budget underestimated
the number of students who were coming to university.
The number of full-time students this year increased by
5.2%. A year ago the government figures would not have
had that in there at all. The Ontario Universities’ Appli-
cation Centre reported last month that the number of
applications for this coming September shows an in-
crease of 16%, on top of this big increase of 5.2% that we
saw this past September. A lot of this is the impact of the
double cohort, but there are also other factors at work.

The May 2001 provincial budget allocated $218 mil-
lion over three years to universities, with the bulk of that
money back-end-loaded, coming in the final year, and
indeed after the final year in many ways. Most of this
money will come too late to benefit students in the 2003
double-cohort year and, when it does come, it will not
support the increased enrolment.

I also have to point out that, of the money that was
pledged in last year’s budget, the universities have not
yet seen a single dime pledged by the finance minister
last May. Not only that, as far as [ know, as of today, the
universities have not even been told what their share of
that pledge is. Yet the students who are supposed to be
supported by that money in last year’s budget have been
in the universities for over six months. It’s virtually
impossible to properly plan in universities when we have
budgeting rules such as the kind I’ve just described. It’s a
nightmare for university budgeting committees. I would
point out that two years ago I was the chair of the
McMaster University budget committee and I know how
difficult it is to put together a budget when you don’t
even know what kind of money is coming from the
province or when you’re going to receive it.

To put it in perspective, the May 2001 budget will not
make up for the large funding cuts to universities over
the past half decade. Between 1995 and 2003-04, there
will be a 20% reduction in operating grants for full-time-
equivalent students when adjusted for inflation and
projected enrolment increases.

Many of the university presidents and vice-presidents
have spoken out about the unworkable financial situation
we face. The CEO of Queen’s University, one of the

major universities in the province, has stated publicly that
this year he is going to have to cut $8 million in services
from his budget. He is going to put a freeze on faculty
positions. That means as faculty leave, as they retire,
early retirements and other reasons, they will not be re-
placed. That means 80 faculty positions are being cut
from Queen’s University next year, at a time when our
enrolments are expected to shoot up. As the principal of
Queen’s University said, we are going backwards in this
province when it comes to policies toward universities.

At Ryerson University the board of governors has
approved a 3.7% cut to the instructional budget; the
University of Western Ontario, a 3% cut to its academic
and instructional budget; and now the University of
Toronto is considering a 4% to 5% budget cut. The vice-
presidents there have just said in a recent communication
that although they said they would take 9,000 of the
50,000 expected new students over the next two years, it
has become very clear to them that unless they get new
money, they cannot meet that commitment.

The president of Carleton University says there is
limited space to study journalism, architecture and
engineering. The University of Windsor is placing caps
on its five most popular programs. It means that even if
there are places for students, they will go to programs
which are not their priority. They will essentially be cut
out of programs that today they would qualify for, but
there won’t be space for them one, two, three, four years
down the road.

On Thursday you will be at Waterloo. I urge you to
pay special attention to the presentation by the vice-
president, academic, at the University of Waterloo. I
think he will confirm the things that I am saying here
today.

The Ontario faculty-student ratio is the worst in
Canada. Over the past 10 years it has deteriorated by
25%. It is now 10% worse than in the other provinces. It
is higher than the public jurisdictions in the United
States. What this means for individual students is less
individual attention and less contact with faculty, and we
know that, in terms of academic progress, those are the
most important things in terms of increasing a student’s
learning experience.

There is, as I pointed out, a growing shortage of
university faculty. I pointed that out last year in my
presentation here. As I said, it’s getting even worse. We
see the situation at Queen’s; we will see this at other
places. Many of our best graduate students and young
professors are being lured away by universities else-
where. Quite simply, the competitive challenge for On-
tario is that the better-funded US public universities, with
50% more revenue per student than in Ontario univer-
sities, can provide better salaries, research facilities,
equipment and resources for its faculty and it is especi-
ally attracting our younger, bright Canadian faculty
members. There is stiff competition for high-quality
faculty and staff because of the faculty shortage crisis.
1450

This was discussed a bit last year. I discussed this with
Mr O’Toole last year and sent him a follow-up letter on
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February 21. Two universities he was especially inter-
ested in were two state universities in the United States:
the University of Georgia and UCLA. In my letter to Mr
O’Toole I pointed out that last year at this time, Ontario
universities received about $6,400 per student. At the
University of Georgia, each student received $20,000; at
UCLA, over $27,000. You can see what a tremendous
disadvantage we are at. We would be in paradise if we
could even approach what the state of Georgia gives the
University of Georgia and what the state of California
gives to UCLA.

The next point is, what would be achieved if we
increased our investment $200 million in each of the next
two years? First of all, we could accommodate our
enrolment. Second, we would be able to hire the faculty
we need for this increasing number of students. We
would be able to increase the student-faculty ratio to at
least the Canadian average and stop the quality deterior-
ation in Ontario’s public universities. We need this
money if the government is going to keep its promise to
the people of Ontario that every qualified and willing
student who wants to go to an Ontario university will
find a place at that university. The Ontario government
has made that promise. We agree with that promise. We
have to have the money to make that promise valid over
the next two years.

Our public opinion surveys—we’ve been doing quite a
few of them; some have been sent out to members here—
show that people agree with us. They want increased
funding for higher education. For example, in our
London-Middlesex-Oxford survey in November, 91% of
voters say they want to increase government funding for
higher education.

The second and final point I want to make is that
access to post-secondary education among these students
who are coming is closely linked to Ontario’s economic
performance. We need to educate these people. Our
future economic viability as a province depends on this.
For that reason, we call for a freeze on tuition fees. We
point out that more and more students are paying for their
university education. It has gone up increasingly over the
years, to where it’s now about 37% of Ontario revenue,
where a few years ago it was down around 20%.

There is as well, among the surveys we have been
doing over the past year, tuition fatigue. It is very clear
that people in Ontario are in favour not only of freezing
tuition fees; they want lower tuition fees. They’re
worried they will not be able to afford to send their
children to university. I think this is a very serious
problem. So we have to have money to hire the faculty,
be ready for these students and not try to finance this
problem on the backs of our students. Thank you very
much.

The Chair: We have two minutes per caucus, and 1’11
start with Mr Christopherson.

Mr Christopherson: Welcome back to Queen’s Park,
Henry. It’s always good to have a prominent Hamiltonian
front and centre. I want to return to your earlier comment
that not only do you not have enough money, but that it’s
coming too late in the year to benefit students of the

double cohort in 2003. Could you expand on that a little
bit? Exactly how does that work? You’re talking about
the students being in the university for six months, but
the money is back-ended. Where does that leave the
university now?

Dr Jacek: It means that the universities follow a very
conservative budgeting strategy. The universities do not
want to run a deficit. If the money is not there, if it’s not
even pledged to a particular university, we don’t count
that money. So right now, a university like McMaster is
putting together its budget for next year, and it has no
idea about its revenue for this year, because the govern-
ment has not told it exactly what its share of the money is
for this past September. It certainly has not received that
money, yet we have to pay for services for students who
arrived in September.

Imagine if you had an employer, and your employer
said: “Go ahead and spend money. I'll pay you nine
months, 12 months after you’ve done your work.” I think
most people would say: “Hey, I do my work. I should be
paid at the point at which I'm doing my work.” The
universities are getting their money nearly a year after
they’re supposed to be taking care of these students. It’s
just an impossible situation. It results in very careful
management of money so that we don’t overspend, and
we don’t hire faculty we can’t pay for and do all the other
things we should be doing.

The Chair: For the government side, Mr Spina.

Mr Spina: Gentlemen, I need a little help under-
standing the variance in student enrolment. I think you
said the ministry predicted a 5.2% increase for this
coming year, I guess 2002-03. Is that correct?

Dr Jacek: No. That’s the actual increase of this past
September. [ think the ministry was predicting a 4%
increase or so. In terms of ministry projections, at this
point we’re probably running about 7,000 to 8,000 more
students than were projected and were in the figures for
last year’s budget.

Mr Spina: The ministry obviously gets its numbers
based on high school matriculatio