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● (1000)

[English]
The Chair (Hon. Wayne Easter (Malpeque, Lib.)): We'll call

the meeting to order.

Welcome to meeting number 28 of the House of Commons
Standing Committee on Finance. Pursuant to the order of reference
of March 8, 2021, the committee is meeting to study Bill C-14, an
act to implement certain provisions of the economic statement
tabled in Parliament on November 30, 2020, and other measures.

Today's meeting is taking place in the hybrid format pursuant to
the House order of January 25, 2021. Therefore, members are at‐
tending in person in the room and remotely using the Zoom appli‐
cation. The proceedings will be made available via the House of
Commons website. Just so you're aware, the webcast will always
show the person speaking rather than the entirety of the committee.

Welcome to our witnesses under this new format. We have three
witnesses in the first hour-long panel, and we'll start with Mr. Mac‐
donald with the Canadian Centre for Policy Alternatives.

Mr. Macdonald, could you hold your remarks pretty close to five
minutes? We're tight on time.

Go ahead. The floor is yours.
Mr. David Macdonald (Senior Economist, Canadian Centre

for Policy Alternatives): Excellent. Thank you, Mr. Easter.

I hope everyone can hear me.

Thanks so much to the committee for the invitation today.

Certainly, the economic response to COVID-19 from the govern‐
ment has been unprecedented in Canadian history. We'd need to
look back at the World Wars to see government expenditures on
this scale, although we'd also have to look back to the 1930s, al‐
most a century ago, to see unemployment at this scale, particularly
in the early months.

My recent report, “Picking up the tab”, was a comprehensive
dataset of all 850 direct federal and provincial COVID-19 measures
through the end of December 2020, including the fall fiscal update.
The overall conclusion of this compilation is that, when it comes to
measures to combat COVID-19, this has been almost entirely paid
for by the federal government, with 92% of every dollar spent on
measures to combat the coronavirus—everything from the purchase
of PPE, to business and individual supports—having come from the
federal government. Even in areas of provincial jurisdiction, like
health care, 88% of the cost was borne by the federal government.

The largest expenditure, including both federal and provincial
programs, has been in support of businesses, amounting to $4,100 a
person. Supporting individuals comes in a close second at $3,900
per capita, and health care support is a distant third at $1,200 a per‐
son.

In each of the categories examined, except one, federal support
was larger than provincial support. The one area where the
provinces are spending more is on physical infrastructure to stimu‐
late growth. This is being driven particularly by the western
provinces. The federal government's major infrastructure program
at this point is the resilience stream of the Canada infrastructure
program, although this only reallocates existing funds and doesn't
spend new funds.

It's worth pointing out that as the federal government embarks on
new rounds of upcoming spending in the spring budget, in the last
round of spending many of the provinces didn't properly match fed‐
eral spending in support of municipal deficits, and many provinces
didn't fully access the federal money available to them. In the next
phase of the recovery, the federal government should keep a close
eye on matching dollars and fund utilization to ensure the maxi‐
mum impact for its expenditures.

This brings me to the next stage of federal COVID-19 spending,
which has been promised at $70 billion to $100 billion in the up‐
coming spring budget. As I mentioned, infrastructure spending is
already budgeted in several western provincial budgets. This is cer‐
tainly an area where the federal government can back provincial ef‐
forts, like it did in the safe restart agreement. New infrastructure
spending that reduces the country's carbon footprint can be an im‐
portant opportunity to build back better, and further encourage cen‐
tral and Atlantic provinces to devote more of their COVID-19 dol‐
lars to infrastructure.
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I'd also like to take a moment to call members' attention to our
annual child care fee survey, published just this morning. It pro‐
vides a detailed look at child care fees and COVID-19 impact in 37
Canadian cities. This year's survey shows a very concerning decline
in enrolment in child care due to COVID-19, at the same time as
fees remain high across many cities in the country. The decline in
enrolment is worse in cities with high fees, and worse in cities with
high unemployment. Without immediate consideration, site closure
and/or the loss of staff may make a rapid recovery in the summer
and fall impossible as parents can't find spaces for their kids as they
hopefully go back to work.

One of the other ongoing lessons of the child care fee survey,
which may be instructive for future federal efforts, is that the low‐
est child care fees are always found in cities where providers re‐
ceive provincial operational grants, and then charge a low set fee.
Just last year, Newfoundland became the fourth province to join
Quebec, Manitoba and Prince Edward Island in this approach, and
it looks like the Yukon will soon follow suit.

More broadly, I am encouraged that the federal government is
committed to rebuilding the economy, rather than being overly pre‐
occupied by federal deficits. Large federal deficits were necessary
to avoid much worse deficits in other sectors. Had the federal gov‐
ernment not covered expenses, as it had, those deficits would have
occurred elsewhere in the economy, particularly in the provinces, as
they covered health care costs; for individuals, as they lost jobs and
weren't covered by EI; or for businesses, as public health measures
wiped out incomes while expenses remained.

A deficit is neither good nor bad on its own. It is merely one side
of an accounting relationship, with an equally sized surplus created
in another sector. Every dollar comes from somewhere and goes to
somewhere. To evaluate the utility of a deficit in a particular sec‐
tor—say, the federal government sector—we have to track where
the surplus was created, the other side of that accounting relation‐
ship.
● (1005)

For the past four quarters, the federal deficit of $220 billion has
created a surplus of an equal amount, three-quarters of which has
ended up in the household sector and one-quarter of which has end‐
ed up in the business sector. Thankfully little of the surplus has es‐
caped Canada in the form of financial flows to non-residents.

The federal government isn’t constrained by deficits or debt-to-
GDP ratios. It is constrained by the country’s productive capacity.
As long as we have people who can’t find jobs, as well as empty
stores and restaurants, we aren’t at our productive capacity.

Inflation is the constraint the federal government faces. We have
to remember that going into this crisis we managed historically low
unemployment and rock-bottom interest rates, and we still weren’t
seeing sustained inflation. When we have 800,000 low-wage work‐
ers still out of a job compared with the numbers in February last
year, we are nowhere near full capacity and inflation will remain
subdued for a long time to come.

Thank you. I look forward to your questions.
The Chair: Thank you very much, David.

We will now turn to Ms. Susie Grynol from the Hotel Associa‐
tion of Canada.

Welcome, Susie. The floor is yours.

Ms. Susie Grynol (President and Chief Executive Officer, Ho‐
tel Association of Canada): Thank you very much.

[Translation]

Thank you for inviting me to join you today.

[English]

As I sat down to prepare my remarks, I was struck by the unique
challenge that faces the hotel sector, and indeed this committee and
the federal government. We face a balancing act. On the positive
side, we have hope and a potential recovery on the horizon with
vaccinations under way, which could lead to a possible domestic
tourism recovery for some segments, such as resorts, this summer.

On the negative, and frankly, more realistic side, if we don't get
all Canadians vaccinated by summer and we have a third wave of
the virus, if people are encouraged to stay home, domestic and in‐
ternational borders stay closed and mass-gathering bans remain in
place, we could enter COVID year two having lost the most impor‐
tant season for our industry once again.

Let me first address the positive summer scenario and what gov‐
ernment action would be required. If we get most Canadians vacci‐
nated by June, the government must pivot quickly—all levels of
government—to allow for a safe reopening and invest in stimulat‐
ing our recovery to maximize the summer tourism season.

This should include implementing best practices from other
countries that have successfully reopened before us, breaking down
provincial barriers to travel, stimulating domestic demand and con‐
fidence by providing tax incentives or rebates to people to spend
their dollars in Canada, investing in domestic marketing campaigns
and aligning with the U.S. Biden administration on an expedited
Canada-U.S. border reopening.

In the second scenario, the worst case, in which restrictions are
still necessary and remain in place for the summer, the government
will need to provide financial support for the tourism and hospitali‐
ty sectors until the recovery is possible.
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I, unfortunately, believe that the worst case is the likely case.
While most other sectors bounce back the day after lockdowns are
lifted, we do not. Nobody books a trip the next day. Travel takes
lead time. Event planning takes lead time, and those events are
what drive the movement of people and the core of our business—
festivals, fairs, concerts, theatre shows, weddings, major sporting
events and conventions. None of these are planned for this summer
or fall and are probably not likely until the spring.

We are asking for what Mark Carney called for in his new book:
“Support for companies should be targeted at regenerating the most
affected industries, rather than provided as expensive blanket sup‐
port for all”. It is time for the government to tailor CEWS and
CERS towards those who need them most.

In this worst-case scenario, we are looking for two things in the
federal budget: big subsidy extension until the end of 2021 for the
hardest-hit sectors, and an extension and expansion of the CERS
program to help cover fixed costs until the end of 2021 while we
are not in a position to make revenue.

Today this program is woefully inadequate. It cuts out the M
from SMEs with the monthly cap. It does not cover enough eligible
expenses, and it fails to account for the rising business costs like in‐
surance, which has skyrocketed in our sector since COVID.

Our members' survey from March showed that 70% of Canadian
hotels will go out of business without an extension of CERS and
CEWS to the end of the year. This is a massive-scale loss and it is
upon us. Simply put, if the government doesn't extend these pro‐
grams past June and tailor them to the sectors that need them most,
we will lose the majority of the hotel industry.

The government deserves credit for rolling out these programs
quickly and for providing tailored debt solutions to the hardest hit.
These programs are the reason we still have an industry standing
today, but now is not the time to pull away from the sectors that
will lag behind through no fault of their own.

The anchor businesses in the travel industry, including hotels,
need to be preserved. Hotels support essential travel. They are the
cornerstone of tourism regions. They allow Canada to compete for
global events. They host our country's hockey tournaments and
weddings, but they will not be there if the government does not
plan adequately for both scenarios.

We need a clear signal in the budget that the government ac‐
knowledges our unique challenges and will stand behind us until re‐
covery is possible.

Thank you.
● (1010)

The Chair: Thank you very much, Susie.

Before I go to our last witness on the panel, I will just say that
the lineup for questions will start with Mr. Kelly, followed by Ms.
Dzerowicz.

We turn now to Mr. Cross with the Macdonald-Laurier Institute.

Welcome, Philip. The floor is yours.

Mr. Philip Cross (Fellow, Macdonald-Laurier Institute):
Thank you, and thanks for having me back.

Because I've addressed this committee before, I'm going to fol‐
low up on previous discussions I've had with you. I'm going to fo‐
cus pretty much exclusively on inflation and interest rates. As Mr.
Macdonald said, it's low inflation and low interest rates that make
all of this work, so it's worth understanding that a little better.

Now I'll turn to my prepared statement for the translators.

Rising commodity prices early in 2021 are fuelling speculation
that inflationary pressures could surface faster than central banks
anticipate. Central banks took extreme measures to bolster the
economy after the pandemic began, lowering interest rates to his‐
toric lows and expanding their balance sheets substantially. This led
some to accuse central banks of “printing money”, which risks
rekindling inflation.

The money supply has long been at the centre of macroeco‐
nomics. This reflects a centuries-long reliance on the quantity theo‐
ry of money to guide the economy. The quantity theory is based on
the identity that the money supply and its velocity determine GDP.
Assuming velocity is stable over time and output grows steadily,
changes in the money supply would be reflected in prices. Milton
Friedman’s famous statement that “Inflation is always and every‐
where a monetary phenomenon in the sense that it is and can be
produced only by a more rapid increase in the quantity of money
than in output” summarizes what many believe is the origin of in‐
flation.

Applying quantity theory is not simple or straightforward. There
is no universal definition of money. Velocity is the the rate at which
money is spent, reflecting the number of times money is turned
over while making the transactions that generate nominal GDP. A
key tenet of the quantity theory is that velocity is stable, or at least
predictable.

However, with interest rates approaching zero in both 2009 and
2020, central banks resorted to quantitative easing to boost the
economy. QE involves central banks buying bonds, mortgages and
other assets to inject money into the financial system. By adopting
QE, once again central banks have become “quantity theorists”.
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Canada had a brief experiment with QE in 2008-09; however, the
money supply and private sector credit did not accelerate. Even the
Fed’s greater use of QE did not spark faster money supply growth.
We can say that in 2008-09 these experiments with QE did not dis‐
prove the quantity theory of money because the broad money sup‐
ply did not expand rapidly.

QE failed to deliver its promise to boost output and raise infla‐
tion after the financial crisis partly because it could not control
whether banks increased lending or whether money was spent on
GDP and not on existing assets like housing and the stock market.
Since QE did not trigger faster GDP growth, neither did it fuel in‐
flation. A regional Fed president bemoaned in 2012 that “the histor‐
ical relationships between the amount of reserves, the money sup‐
ply, and the economy are unlikely to hold in the future”. I'm going
to return to that quote in a minute.

In 2020, central banks rapidly resorted to even more QE, in
Canada’s case mostly by buying federal debt to keep interest rates
low while governments provided emergency pandemic relief. Un‐
like in 2008, however, the broad money supply soared from a 7% to
a 30% growth. However, private sector credit demand has not ac‐
celerated.

Both prices and inflationary expectations are rising early in 2021,
with the latter rising to 2.2% in the U.S. Economists have warned
that the U.S. risks overheating because the Biden’s administra‐
tion’s $1.9-trillion stimulus is arriving just as the economy reopens
with the rapid distribution of their vaccines. Fed chair Jerome Pow‐
ell cites a “flat Phillips curve” as one reason inflation will not take
off. The Phillips curve is the trade-off between inflation and capaci‐
ty utilization, and a flat one shows resource utilization does not af‐
fect inflation.

I'm going to skip a paragraph here.

Easy monetary policy was adopted to directly stimulate the econ‐
omy and facilitate government borrowing needed to help people
during the pandemic. Monetary policy is a tool to stabilize the
economy in the short term and control inflation, not to bail out gov‐
ernments from the long-term consequences of their fiscal choices.

If the economy recovers better than expected and inflationary
pressures or expectations begin to rise—and nobody knows how
pent-up demand will respond to the reopening after an unprecedent‐
ed pandemic—then central banks will have to choose whether to
continue to keep interest rates low to enable ongoing fiscal stimulus
or start to tighten. In such a circumstance, I have no doubt that they
will focus on inflation. In that case, governments that are slow to
withdraw fiscal stimulus will face an unwillingness from central
banks to continue to make borrowing easy and cheap.

● (1015)

Central banks will not abandon decades of building confidence
in their inflation targets. It would take years and probably decades
to restore that confidence. The risk of higher interest rates is much
greater than that of inflation. The cost of higher interest rates will
quickly be felt by governments with large debt loads.

For example, in Canada the PBO estimates that a 1% rise in in‐
terest rates would increase federal costs by $4.5 billion in the first
year and $12.8 billion by the fifth year.

Both the Fed and the Bank of Canada will tolerate whatever in‐
flation occurs in 2021 as both transitory and salutary. Inflation will
accelerate to at least 3% and probably more because of base period
effects. Gasoline prices were unusually low last spring, so automat‐
ically that's going to raise inflation this year. As well, firms need to
rebuild profit margins and balance sheets, especially in industries
such as restaurants, travel, recreation and personal services, as
Susie mentioned.

Customers are flush with government transfers and are therefore
able to afford higher prices, but if inflation becomes embedded into
behaviour and especially expectations in 2022 and 2023, central
banks will then take decisive action.

Thank you.

● (1020)

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

We turn now to questions. We have Mr. Kelly first, followed by
Ms. Dzerowicz.

Mr. Pat Kelly (Calgary Rocky Ridge, CPC): Thank you.

I'll keep Mr. Cross going and ask him a question.

Given your testimony just now, what do you make of Bill C-14's
unprecedented expansion and raising of Canada's debt ceiling?
There's no budget, so we don't know why the debt ceiling would
need to be raised. The debt ceiling is part of a second act, and we
don't even know why it would necessarily be connected to this bill,
which implements the fall economic statement.

Mr. Cross, what do you make of adding hundreds of billions of
dollars to Canada's debt ceiling?

Mr. Philip Cross: As mentioned, a lot depends on the course of
inflation and especially interest rates. At near-zero interest rates, al‐
most any amount of debt is affordable and sustainable. The minute
interest rates start rising very quickly, this country could find itself
in a difficult position.
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This was exactly the conundrum the economy faced in the
1994-95 debt crisis. At that point, interest payments especially be‐
came unsustainable. The Bank of Canada made it clear that it was
not going to bail out the federal government. As the federal govern‐
ment made difficult fiscal choices, the Bank of Canada then main‐
tained lower interest rates to ease that path to restore fiscal equilib‐
rium. A lot depends on the course of interest rates, and a lot of peo‐
ple seem to be counting on interest rates staying low.

A lot of what I said today was based on Chairman Powell's com‐
ments for the Federal Reserve board yesterday. He clearly indicated
that the central banks will put up with almost any amount of infla‐
tion this year. However, going forward, once people start to expect
inflation, all bets are off and interest rates could rise quite quickly.

We've already seen interest rates rise this year. The 10-year bond
rate in the U.S. has jumped up from less than 1% at the start of the
year to 1.7% already. I sit here and watch every day and there's an
increase of almost 0.1% a day. This is the story in financial markets
these days: How long and how sustainable will the upward move‐
ment in interest rates be? That's going to determine everything.

Mr. Pat Kelly: Yes.

The whole sustainability of this plan is predicated on near-zero
interest rates forever, it would seem. That's concerning, especially
given your testimony.

You also mentioned in your testimony the extent to which quan‐
titative easing contributes to GDP growth as opposed to just inflat‐
ing the value of assets. At this time, during the worst economic cri‐
sis in almost a century, we have seen record real estate market ac‐
tivity and new price hikes in Canada's main real estate markets. We
have also seen the stock market perform extremely well—albeit af‐
ter a huge correction in the spring—with this incredible resurgence
and recovery.

To what do you attribute the asset price inflation we've seen and
the disconnect between that and GDP activity?

Mr. Philip Cross: That's been a feature of the economy since
2008. We've seen this huge quantitative easing. This huge stimulus
in monetary policy seems to have disproportionately gone into fi‐
nancial assets—the bond market, the stock market. Now we're see‐
ing, in the commodity market, that commodity prices are blowing
through the roof. Even oil is up substantially. Crazy stuff like cryp‐
tocurrencies such as bitcoin are up, so there seems to be a lot of
gambling going on in asset markets.

We're not seeing a lot of this, but a little more than in 2008-09
we're seeing this spillover into areas like retail sales. However,
mostly it's gone into financial markets. That's created....

I should mention too that, much more so in Canada than the U.S.,
it's gone into our housing market. Exactly why I don't know. Obvi‐
ously our housing market has been more.... The housing market in
the U.S. had a tremendous crash in 2008. That's made people ner‐
vous down there. A lot of people think we have the conditions for a
bubble here. Why exactly that money goes into housing, I don't
know.

● (1025)

Mr. Pat Kelly: This though has a direct impact on the least
wealthy and most vulnerable Canadians. When we talk about infla‐
tion, economists don't like to include and will typically exclude
things they consider too volatile to measure in inflation, things like
food, energy and the cost of housing. If you want to subtract the
three things that people need to survive, I don't doubt it might be
easy to convince people there's no inflation.

What would you say to especially lower-income Canadians who
are feeling the pinch of all the things they need to survive, month to
month, rising in price?

The Chair: Please give a fairly quick answer, Philip.

Mr. Philip Cross: That's been one of the features of this reces‐
sion: the widening of inequality. What's happening in asset mar‐
kets.... We saw the inequality widen in the labour market because
lower-wage workers were obviously the most affected, but what
we're seeing in asset prices only reinforces and widens this inequal‐
ity.

The Chair: Thank you, both.

We will turn now to Ms. Dzerowicz, followed by Mr. Ste-Marie.

Julie.

Ms. Julie Dzerowicz (Davenport, Lib.): Thank you so much,
Mr. Chair.

I want to thank all the presenters for their very thoughtful presen‐
tations.

Mr. Macdonald, I'm going to start with you. I love it when people
start off with numbers. It's always helpful to have the latest, so
thank you for that. You are a true economist.

You mentioned 92% of every dollar to combat COVID‑19 comes
from the federal government. We have heard quite a bit of com‐
mentary from some of our opposition colleagues that we spent too
much money on our emergency programs and that the supports we
have implemented have caused us to go into massive debt.

We all know we have very few options to actually fund these
types of programs, so we're going to have to increase our debt, raise
taxes or cut crucial programs. In your opinion, how should the fed‐
eral government have financed this emergency and extra spending?

Mr. David Macdonald: Thanks so much for the question.
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Certainly, when it comes to debt and deficits, the federal govern‐
ment does not exist alone. It exists within the Canadian economy,
across from other large sectors in the economy, and deficits and
debt are fungible. In essence, they can move between sectors. In
this case, the federal government took on a massive deficit in this
year and what that did was create smaller deficits and in fact some
surpluses in other sectors of the economy. For every deficit there's a
surplus of equal value in another sector of the economy.

The federal government could have decided to spend none of this
money. It could have decided to have no CERB, no support for
business, no support for provinces and no support for health care
and individuals. What would have occurred in that case is that those
deficits would not have occurred on the federal books. They would
have occurred on provincial government books as they covered
health care costs. They would have occurred on household books
that incurred deficits because they lost work but still had expenses,
or on business books.

Despite the federal and provincial governments' efforts, we've
nonetheless seen increases not only in federal debt but also in
household and corporate debt at the same time. In fact, the house‐
hold and corporate sectors are far more leveraged than the federal
government is. If we were to see interest rate increases, they would
certainly hit the federal government, but they'd hit the household
and business sectors much harder. Not only do they pay higher in‐
terest rates, but they have a lot more debt.

I think it's worth understanding the federal government and its
deficits not on their own, but by how it and those deficits relate to
other sectors in the economy.

Ms. Julie Dzerowicz: The other thing you're alluding to and
you're reminding me about also, Mr. Macdonald, is the fact that if
the federal government didn't take on the debt, we have heard from
others that there would be worse repercussions for the economy
and, as you just mentioned, there would be far higher debt levels
whether on corporations or on the provinces.

We have often heard our Minister of Finance say that the govern‐
ment is taking on the debt so that Canadians don't need to. Do you
think that's a fair statement?

Mr. David Macdonald: I think it is a fair statement. The debt
could have occurred someplace else. Certainly even in the corpo‐
rate sector, despite the businesses being the primary beneficiaries of
the federal government's COVID-19 efforts, the debt-to-GDP ratio
for the corporate sector has risen 15 percentage points in two quar‐
ters. It's going to be very difficult for the corporate sector, which al‐
ready had very high debt, to dig itself out of this, and it would have
been much worse had they not received things like the wage sub‐
sidy or support for rent.

Despite the help for households, household debt has continued to
go up, and despite help for the provinces, provincial debt has gone
up over the last three quarters.

Debt has to be understood across the entire economy. It should
be looked at not in isolation, at only the federal level or the house‐
hold level, but also with regard to how it moves and can move be‐
tween sectors.

● (1030)

Ms. Julie Dzerowicz: Maybe the other question...and I didn't
mean to ask this, but I think it was just a comment Mr. Cross made
at the end of one of his answers. I think there was a real attempt on
the part of our government to make sure that our emergency pro‐
grams really supported right across the income spectrum. I know a
recent Stats Canada report indicated that households in the lowest
income quintile increased their share of disposable income from
6.1% in the first quarter to as high as 7.2% in the second quarter of
2020, while those in the highest income quintile decreased their
share of disposable income from 40.1% to 37.7% over the same pe‐
riod of time.

Would that give an indication that our emergency programs have
been helpful and have worked particularly for those on the lower
end of the income scale?

Mr. David Macdonald: I think some of the programs could have
been better targeted. We think of top-ups to old age security, for in‐
stance, which goes across a large spectrum of seniors. It might have
been better to devote that money purely to the guaranteed income
supplement. There were broad top-ups across the entirety of people
receiving the Canada child benefit, which goes quite a ways up into
the income spectrum. Those might have been better targeted partic‐
ularly to the lower-income recipients of the CCB.

Certainly if we look at some of the big programs to support indi‐
viduals, like the CERB and its knock-on benefit, the CRB, as well
as improvements to EI, the floor for what one can receive in bene‐
fits, at $500 a week, would have been a substantial benefit, particu‐
larly for lower-income households, which not only benefit from im‐
provements in access in most cases but wouldn't even have gotten
into the EI system period. Now even when they get in, they're sus‐
tained at a much higher level.

I certainly think that those changes in the CERB, EI and the CRB
have been some of the more important ones in supporting low-in‐
come households, particularly those attached to the labour force. I
certainly hope that going forward those are the types of changes
that will be made permanent in upcoming EI reforms, when the
CRB program is wound down this summer.

The Chair: We will have to end it there.

Thank you, both.

Ms. Julie Dzerowicz: Thank you.

The Chair: We turn now to Mr. Ste-Marie, followed by Mr. Ju‐
lian.

[Translation]

Mr. Gabriel Ste-Marie (Joliette, BQ): Thank you, Mr. Chair.

First of all, I would like to welcome our guests, including our
colleague Geoff Regan, who is joining us today.

My questions go to Ms. Grynol.

Ms. Grynol, thank you for your testimony; it was quite alarming.
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As I understand it, if the measures are not extended, 70% of your
members are at risk of bankruptcy. Is that correct?
[English]

Ms. Susie Grynol: Yes, that was from a survey that came out of
the field just three weeks ago.
[Translation]

Mr. Gabriel Ste-Marie: That is a very troubling statistic.

You suggested some solutions, such as extending the programs
for your sector, at least until the end of 2021.

You gave us one optimistic scenario and another more negative
one. Given those scenarios, do you think that your members will
see a return to normal in 2022, or will they have to wait even
longer?
[English]

Ms. Susie Grynol: I think the best shot at recovery for our sector
is next summer, but all of the projected data on that recovery sug‐
gests that a true recovery to 2019 levels is not forecast for several
years to follow. By next summer, if we have restrictions lifted and
people can move around and we are able to generate enough rev‐
enue to pay the bills, we are not going to need more government
support at that time.

What we're asking today is for the government to acknowledge
the fact that we are still being asked to effectively close down. We
can't operate in these circumstances, and we're one of the only sec‐
tors that has been asked to do this from the beginning to the end of
the pandemic. There's just not enough money to pay the bills.

We can't have an entire sector go under—at least, I certainly
don't believe that makes any sense—so we are asking the govern‐
ment to acknowledge the reality that there are going to be some
sectors that fall behind, and we are certainly in that category.
● (1035)

[Translation]
Mr. Gabriel Ste-Marie: Thank you.

Your sector and your members play an essential role in the econ‐
omy.

What case can you make to the government to remind them of
the important role that your members play in the economy?
[English]

Ms. Susie Grynol: There are critical infrastructures that support
the travel economy. Hotels are one of them. Airlines are one of
them. When we get back to a post-COVID universe, in order to
have a functional society we are going to need this infrastructure in
place.

With the numbers we're talking about, this kind of loss with 70%
of the industry going down, what this means is that when we
have.... There are only two or three hotels in some of our northern
and remote regions. How do you get essential services up there to
provide to those Canadians? How do our tourism regions survive?
The first thing you do when you plan a trip is look to see if there's a
hotel available. There are not that many hotels in P.E.I., as an ex‐
ample. If we start to see the crumbling of the infrastructure and

flights reduced so that people can't move around, and if when they
get there there's nowhere for them to stay, it will significantly affect
the rebound of the overall economy.

It's not just about Canadians booking their next holiday. It's about
people moving around this country and having the infrastructure
there to support them. It's about the rebound of business travel. It's
about our downtown cores. What attracts people to downtown cores
are the events: the conventions, the festivals, all of those things.
Our cores are hollowed out right now. Our hotels have been sitting
empty for 12 months. We can't even bid on those international
events if we don't have an accommodation sector to support them.

My plea to this committee and to anyone who is listening today
is that we cannot let the critical infrastructure that supports this in‐
dustry crumble. The cost on the other side would be even greater to
the government, on the backs of Canadians, and to the functioning
of our society.

The Chair: This is your last question, Gabriel.

[Translation]

Mr. Gabriel Ste-Marie: Thank you. That is very clear and very
heartfelt. I hope your members will manage to get through the cri‐
sis, that the government will manage to properly target the support
measures, and that it will extend them.

That said, I am very concerned about the hotels in large cities. A
good part of their revenue comes from international conventions.
I'm particularly thinking about those in Montreal and Toronto.

Can you talk to us about the importance of those international
conventions?

Do you believe that, after the pandemic, we will be able to get
those events going again?

[English]

Ms. Susie Grynol: Well, we certainly won't be able to play host
to them if we don't have accommodation. That's the first thing you
do when you bid on any of these international events. You need to
have enough places for people to stay, so first of all we need to pre‐
serve the infrastructure. I do believe that Canada has the capacity to
build back if we get the kind of tailored support that we are looking
for.

I would echo your comments that our downtown cores have been
devastated. In terms of the loss in the cores, even today we're sit‐
ting at between an 80% and 90% RevPAR loss, which is revenue
per available room, the metric that we use to measure in the hotel
industry. Nobody is moving around. These events are not taking
place. They are going to be critical if we are to see a rebound of our
urban cores.

The Chair: Thanks, both of you.

[Translation]

Mr. Gabriel Ste-Marie: Thank you.
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[English]
The Chair: We will go to Mr. Julian, who will be followed by

Ms. Jansen.
Mr. Peter Julian (New Westminster—Burnaby, NDP):

Thanks to all our witnesses for being here today. We certainly hope
that you and your families continue to stay safe and healthy during
this pandemic. We appreciate your coming forward today to talk
about Bill C-14, but also the fall economic statement.

My first question will be for you, Mr. Macdonald. The fall eco‐
nomic statement, when you look at the summary statement, fore‐
sees as of the next fiscal year starting April 1—starting in two
weeks—a dramatic reduction and cuts in program expenses. At the
same time, we've had many witnesses talking about the importance
of continuing supports, particularly in light of the third wave, and
in fact expanding some of the supports to sectors that have suffered
the most during this pandemic, yet in the fall economic statement
there was really no effective initiative around revenue.

I'm particularly addressing the issue of the wealth tax. The CCPA
did a study a couple of weeks ago, which showed that the wealth
tax would be bringing in substantially more revenues than original‐
ly foreseen. When we're looking at a scenario where Canada's bil‐
lionaires have added over $60 billion to their wealth through this
pandemic, do you not believe that the idea of tackling that massive
inequality that we're seeing, through such provisions as wealth tax‐
es, is a good way for the government to respond to the crisis?
● (1040)

Mr. David Macdonald: I certainly think that there will be a time
to come in the next couple of years to start to examine new revenue
measures. Broadly, when we start to look at new revenue measures,
I think one of the things to understand is that this pandemic has not
been bad for everyone.

Financially, there are certain firms in certain sectors that just
happened to be on the right side of the pandemic and have made
record profits as a result. As a result of firms making record profits,
CEOs attached to those firms will make record profits. Even CEOs
working for companies that did not make record profits will still
likely see massive bonuses at the end of the year as the rules are
changed, such that if the economy does really well, CEOs get mas‐
sive bonuses, and if the economy does badly, they change the rules
so that CEOs get massive bonuses in any event.

Then we come to the issue of wealth taxation. Again, for the
highest decile of Canadians, this recession was over in July. Jobs
had completely recovered for people in the top quarter of earnings.
Also, for the top 1%, asset values had increased, based on stock
market valuations as well as real estate valuations. This has not
been bad for everyone.

I think that as a general principle we should certainly be consid‐
ering things like a wealth tax, and Canada is the only country in the
G7 that doesn't have an inheritance tax. Every other major country
does have an inheritance tax. A wealth tax would have to be built
on lessons learned through inheritance taxes elsewhere. It's easy to
make wealth taxes that are terrible in terms of their implementation,
but that isn't to say that we shouldn't try to learn from lessons from
other countries to build more effective wealth taxes.

I think other things that we might want to start considering are
things like a surplus profits tax, again, for the corporate sector or
sections of the corporate sector that have done very well from the
pandemic, as well as, potentially, new top marginal tax rates for in‐
dividuals, again for people like CEOs who will see record bonuses
out of this.

I think it is worth questioning who should, in part, contribute to
the pandemic. The people who've done the best, at the very high
end of the income spectrum, I think should be asked to contribute
some of what they've gained, so that other people, particularly low-
income Canadians, are more likely to get support and more likely to
get a job.

Mr. Peter Julian: Thank you for that.

When you appeared before this committee on June 18, you said
something very prescient. You said that the protected nature of the
Canadian banking sector has led to extraordinary profits to its
shareholders and tremendous bonuses being paid to its executives.
However, in a time of great need for many Canadians, it is time for
more to be asked of this sector—not only for the good of Canadians
but also the good of our economy.

Now, one of the most striking aspects of the government re‐
sponse on the pandemic was the $750 billion—three-quarters of a
trillion dollars—in liquidity supports given within days of the pan‐
demic hitting. It appears that nothing was really asked of the bank‐
ing sector in return, so we've seen banking profits of over $40 bil‐
lion so far during the pandemic. This is through this government's
policies.

Do you feel that enough has been asked of the banking sector in
light of the unprecedented levels of liquidity supports given to it?

Mr. David Macdonald: There was a Financial Post story look‐
ing at CEO bonuses at the big banks despite the fact that revenues
were off from last year, although they were still making profits. De‐
spite the fact that revenues were down in the banking sector, CEOs'
benefits and their bonuses seem almost entirely unaffected. CEOs
will continue receiving the same massive bonuses that they re‐
ceived in previous years, despite the actual performance of the
company. The situation is that if times are really good, CEOs get
big bonuses. If times are bad, you change the rules, and CEOs get
big bonuses, and I think we'll see exactly the same thing this year,
as we've already seen most of the proxy circulars come out for the
big banks.
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One of the arguments I was making in June was around the de‐
ferment of mortgages, which came about as a result of federal gov‐
ernment regulatory changes. It wasn't at the banks' behest that this
happened but rather because the federal government changed the
rules. Household debt has risen from about 100% of GDP, where it
stood for several years, up now to 110% of GDP, as of the latest da‐
ta, partly because of those deferments. People took banks up on
those deferments and built up a bit of a cash reserve so they were
better able to make their mortgage payments. Thankfully we
haven't as of yet seen mass defaults as a result of the deferment pro‐
grams ending.

When it comes to asking more of banks, I think one of the things
the federal government could be asking for from banks is a substan‐
tial reduction in the cost for homeowners to break particularly
fixed-rate mortgages. Those fees can be high. They can be very un‐
predictable, and given the support that the banking sector receives
and that CEOs continue to receive through bonuses, I think it's fair
to ask the banking sector to reduce the fees that they're charging
people to break mortgages, typically fixed-rate mortgages, in the
hopes that if Canadians do continue to see sustained job loss and
they can't make their mortgage payments, then at least in a high-
cost housing market, they're able to sell their houses and get into
something that they can afford.
● (1045)

The Chair: We will have to end it there.

We now turn to Ms. Jansen, who, I believe, is splitting her time
with Mr. Cumming, followed by Ms. Koutrakis.

Go ahead, Tamara.
Mrs. Tamara Jansen (Cloverdale—Langley City, CPC):

Thank you.

Mr. Cross, the finance minister has told Canadians ad infinitum
that we can easily afford the debt we have because interest rates are
so low and are guaranteed to stay low.

Would you say that her confidence is based on fact or fantasy?
Mr. Philip Cross: When it comes to interest rates, there are no

guarantees. I said I think central banks have made it clear they will
not be raising interest rates under any circumstance this year, but as
you get into next year and the following year, that's where already
we're seeing inflationary expectations and upward pressure on
longer-term interest rates building in the U.S. We're going to have
to match that; otherwise all the money will just leave this country
and go to the U.S.

Counting on interest rates staying lower forever is, I think, al‐
ready.... That's been the story of financial markets so far this year—
that interest rates may rise faster than central banks had thought or
promised.

Mrs. Tamara Jansen: Okay. Thank you.

It breaks my heart that Bill C-14 links the help Canadians need to
survive the pandemic with huge increases in borrowing capacity,
basically giving the government a blank cheque. Do you think it's
responsible for MPs to vote yes on Bill C-14 or do you think we
should split the bill so we can vote yes to further support but no to
massive increases in spending?

Mr. Philip Cross: As an economist and lifelong employee of
Statistics Canada, I don't have any idea as to how bills should be
presented in Parliament. I'm going to pass on that one, thanks.

Mrs. Tamara Jansen: Okay. I'll pass my time to my colleague
Mr. Cumming.

The Chair: Mr. Cumming, welcome back. The floor is yours.

Mr. James Cumming (Edmonton Centre, CPC): Thank you,
Chair.

I'll direct my questions predominantly to Mr. Cross.

It's good to see you at committee again, Mr. Cross.

You talked quite a bit about quantitative easing and the Bank of
Canada's massive bond buy. Should we be concerned that the ma‐
jority of Canada's debt is really at a floating rate right now? What's
the impact of that? Even if we were to fix it today, would we see an
uptick in debt-servicing costs?

Mr. Philip Cross: It's not all floating. As I mentioned, the PBO
study found that an increase in interest rates in one year would have
an impact of $4.5 billion, but over five years, it would be $12.8 bil‐
lion, and that's because it takes time for that longer-term debt to roll
over. It wouldn't be immediate, but even $4.5 billion is significant.
Once rates start rising, they're not going to stop at the 1% scenario
that was in the PBO's report. Once rates start rising, there's a poten‐
tial there for them to rise quite significantly.

● (1050)

Mr. James Cumming: Prior to COVID, we had pretty anemic
growth in Canada. Did you see anything in Bill C-14 or the fall
statement that would give you some comfort that there's an actual
targeted program on growing our way out of the crisis we're in to‐
day?

Mr. Philip Cross: No. Everything—and perhaps correctly—in
fiscal monetary policy is being aimed at short-term stimulus to the
economy. It's understandable. We're still in a major crisis. Until
that's resolved, I'm afraid short-term considerations are going to
dominate.
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However, it is a concern that there's almost no focus on the un‐
derlying determinants of long-term growth in this country, in partic‐
ular investment in innovation. There's virtually no talk about it. All
the focus, all the discussion in policy, is on labour, child care and
guaranteed annual incomes. Everything is about labour. You don't
hear anything about investment. Especially, you don't hear anything
about the number one determinant of long-term growth in this
country, which is productivity and innovation.

Mr. James Cumming: For investment to come back into
Canada, because we saw an exodus of investment from Canada, the
investors need some kind of certainty. Would you agree that, in this
ask of significant dollars from the taxpayers of Canada, there
should be at least some indication as to where that money would go
to increase productivity and to encourage that kind of investment?

Mr. Philip Cross: I wrote a paper last summer for the Macdon‐
ald-Laurier Institute, which I'm representing today, that talked
about innovation. We've had programs to stimulate productivity and
innovation in this country for decades. We have government pro‐
grams all over the place. They just haven't worked. We have to get
away from this mentality that if we fiddle with the inputs of innova‐
tion, or the presumed inputs of innovation, like research and devel‐
opment and education and so on, that we'll fix innovation. That's
not working. We have to get back to how we encourage an en‐
trepreneurial mindset in this country.

We've heard a lot of talk today about how somehow being
wealthy is almost a crime in this country. It's something we should
penalize. If somebody becomes rich, we immediately should in‐
crease taxes on them. Why don't we celebrate these people? Why
don't we ask them: What is it that you did right that the rest of us
can learn from?

That's much more the mentality you see in the U.S., and guess
what. Guess who's the number one most innovative country in the
world by far. It's our neighbours to the south, but we denigrate
them. I just don't get it.

The Chair: Okay.

We'll jump over to Ms. Koutrakis, followed by Mr. Ste-Marie.

Annie.
Ms. Annie Koutrakis (Vimy, Lib.): Thank you, Mr. Chair.

Thank you to all our witnesses for presenting this morning before
the committee. It's a great conversation.

Ms. Grynol, I listened to your testimony with great concern, es‐
pecially the numbers you quoted with regard to hotels and possibly
70% of them going bankrupt unless the federal government ex‐
tends, specifically, the wage and rent subsidies to the end of the
year.

With that in mind, can you share your thoughts on the proposed
application of the GST and HST to short-term accommodations
through digital platforms such as Airbnb? How do you think this
will level the playing field for hotels, which feel they have been
disproportionately disadvantaged by these platforms?

Ms. Susie Grynol: We've had an uneven playing field for some
time now, at multiple levels of government, frankly. Here you have
an industry that's emerged where they're basically selling the same

product, but they're just doing it online. Who is competing with us
are the operators who are buying up whole buildings and kicking
people out of their homes, who are taking long-term housing supply
off the market and who are using it to rent on a short-term basis.
They can do that right across the street from a hotel, in a condo
building where Airbnb owns all the units, or half of them, but they
don't have to pay tax, the same health and safety standards don't ap‐
ply and none of the rules governments have put in place to govern
the accommodation space have applied to them up until this point.

We are delighted to see—and we've been working on this issue
for a long time now—that effective July 1 there will be a levelling
of the playing field for GST and HST application. This means
Airbnb and other short-term rental platforms will have to charge
and remit GST at the point of purchase. That will help to level the
playing field.

I will also say that we are also seeing people booking cottages all
over this country through Airbnb right now. You have no idea what
their cleaning protocols are. They're not subject to the same stan‐
dards as hotels are. Hotels, which have been playing by the rules all
of this time and which are building hotels and contributing to com‐
munities, are sitting empty. I'll just leave that as an open comment.

● (1055)

Ms. Annie Koutrakis: Thank you.

This next question is for anyone on the panel who wishes to
comment.

There's been a lot of commentary from our opposition colleagues
that we have spent too much on these programs, and that the sup‐
ports we have implemented caused us to go into debt. We heard it
again today in certain testimonies.

There are few options for financing monumental programs like
the ones created to help Canadian weather this pandemic: either in‐
crease Canada's annual debt, raise taxes on Canadian families and
businesses, or cut funding to crucial programs.

In your opinion, how should the federal government have fi‐
nanced this extra spending during this time?

The Chair: Who wants to start?

Mr. Macdonald, go ahead.

Mr. David Macdonald: In the short run those are exactly the
three choices that governments face. They can raise taxes, they can
cut programs or they can run deficits, or some mix of the three.

The decline in federal government revenues at $60 billion is so
substantial that there would really be no way for you to cut govern‐
ment programs to anywhere near balance the budget. To do so
would be devastating. You'd have to totally eliminate EI, totally
eliminate, say, the Department of National Defence, and totally
eliminate the Canada child benefit program. That would have been
sufficient to balance the books in 2020.
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Clearly, deficit financing is the right decision at this point. The
federal government interest rate on 5- to 10-year bonds is at, or
near, historic lows. We haven't paid this little in interest rates on
bonds going back to the 1950s. Under 2% is extremely low in terms
of what we're paying to finance this debt. It's very different, actual‐
ly, than the situation we faced in the 1990s, when interest rates
were much higher.

Certainly there's a risk that interest rates could rise and could in‐
crease costs to the federal government, but interest rates don't just
affect the federal government. Interest rate rises affect the house‐
hold and corporate sectors in addition to the provincial sector, all of
which pay higher interest rates and all of which are much more
highly leveraged.

The federal government is sitting at 50% of GDP right now in
terms of mixed debt. The corporate sector is 130% of GDP and the
household sector is at 110% of GDP. Those sectors would be hit
much harder. We'd be driven rapidly back into a recession if we
were to see a big increase in interest rates, before the federal gov‐
ernment suffered in any real degree.

The Chair: Okay, thank you.

Go ahead, Susie.
Ms. Susie Grynol: I would just say that without the investment

in these programs, we wouldn't have a hotel industry today. I would
just say thank you to the government for that.

However, I would say that moving forward, these programs have
to be tailored. They have to be tailored to the people who really
need them. If that doesn't happen, we will have spent all this money
for naught.

The Chair: Susie, let me just throw in one question there, and
that's on the wage subsidy. We have announced it to June 5, I be‐
lieve.

If there was to be a change, when does that announcement have
to be made? I'm talking to my tourist operators, and they're telling
me, “We have to know now. It's too late to tell us in June.”

What are your thoughts on that?
Ms. Susie Grynol: It has to be in the budget. The budget has to

say to the travel and tourism industry, we've got your back; we are
giving you predictability that you are going to be able to pay your
bills through CERS, that CEWS is going to be there and you can
hang on to your employees. It cannot be June; it has to be now, be‐
cause the decisions on whether to close or stay open are happening
today.
● (1100)

The Chair: We have only two minutes left here.

Is it okay to let Elizabeth May in?

Okay, Elizabeth. Go ahead with your question.
Ms. Elizabeth May (Saanich—Gulf Islands, GP): I have a

very quick question for David Macdonald.

Appearing before this committee some time ago now, then Gov‐
ernor of the Bank of Canada, Stephen Poloz, was asked about
whether these policies could become inflationary. With crystal clar‐

ity, as I'm sure many of you remember, he said, “That's a problem
I'd love to have.” He was much more worried about deflation.

David Macdonald, would you comment?

Mr. David Macdonald: We're concerned about Canada's federal
debt-to-GDP ratio at 50%, but the Japanese debt-to-GDP ratio is at
260%, and they're desperate for more inflation. They've been en‐
countering deflation since real estate crashed there in the 1990s,
and so that is exactly a problem that we should hope to have.

Certainly, higher inflation would give the Bank of Canada more
flexibility. Frankly, they're scraping along with zero lower bound.
There's no way to increase economic growth anymore by lowering
interest rates; they're already at zero. Higher inflation would give
the Bank of Canada more flexibility to have slightly higher interest
rates and potentially provide a bigger kick to the economy in the
next recession, which will inevitably happen.

The Chair: Thank you very much to our witnesses for appear‐
ing.

An hour goes by quickly; usually we have an hour and a half. We
have a panel with the Parliamentary Budget Officer right now.

We'll suspend three minutes for the committee and come back
with the Office of the Parliamentary Budget Officer.

The meeting is suspended.

● (1100)
_____________________(Pause)_____________________

● (1100)

The Chair: We will call the meeting back to order.

As everyone knows, we are meeting on Bill C-14.

The witness for this panel certainly needs no introduction. From
the Office of the Parliamentary Budget Officer, we have Mr.
Giroux, PBO. With him is Ms. Yan, who is the director of bud‐
getary analysis.

The floor is yours, Mr. Giroux.

Mr. Yves Giroux (Parliamentary Budget Officer, Office of the
Parliamentary Budget Officer): Thank you.

[Translation]

Good morning, Mr. Chair and members of the committee.

Thank you for the invitation to appear before you today. We are
pleased to be here today to discuss our recent economic and fiscal
analysis related to your study of Bill C‑14, An Act to implement
certain provisions of the economic statement tabled in Parliament
on November 30, 2020 and other measures.
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As you mentioned, Mr. Chair, I am accompanied today by Xiaoyi
Yan, Director, Budgetary Analysis.

Consistent with my mandate to provide independent, non-parti‐
san analysis to Parliament, my office has worked diligently since
the beginning of the pandemic last March to provide parliamentari‐
ans with reliable estimates of the impacts of the unprecedented
COVID‑19 response spending on the government’s finances and
the Canadian economy.

We have also published independent cost estimates of a number
of components of the government’s COVID‑19 Economic Re‐
sponse Plan.
● (1105)

[English]

On December 10, we released our assessment of the Government
of Canada's fall economic statement. Our report identifies several
key issues to assist parliamentarians in their budgetary delibera‐
tions, as well as updated fiscal and economic projections.

In terms of transparency, the government's fall economic state‐
ment does include elements that are essential for credible fiscal
planning and scrutiny, such as a detailed five-year fiscal outlook.

However, the statement falls short on transparency in several ar‐
eas, such as the absence of a fiscal anchor, the lack of clear thresh‐
olds for fiscal guardrails and the lack of detail related to the em‐
ployment insurance operating account.

In addition to our report, my office has also released independent
cost estimates of selected measures contained in the fall economic
statement, including the elimination of interest on Canada student
loans, the Canada emergency wage subsidy and Canada emergency
rent subsidy programs.

We would be pleased to respond to any questions you may have
regarding our analysis of the government's fall economic statement
2020 or other PBO work.

Thank you, Mr. Chair.
The Chair: That was a minute and a half. You're a speedy guy

today, Mr. Giroux.

Mr. Fast, the floor is yours for six minutes.
Hon. Ed Fast (Abbotsford, CPC): Thank you Mr. Giroux, for

keeping your remarks brief. That gives us more time to ask you the
questions we need answered.

Bill C-14 includes a request to raise the debt limit by a his‐
toric $663 billion—approximately 57% over the existing ceiling.
This includes $100 billion of undefined stimulus spending, and an‐
other $223 billion of additional unallocated borrowing capacity.

I'd like you to comment on the merits of asking for a massive in‐
crease in borrowing capacity in the absence of a budgetary frame‐
work, and in the absence of any fiscal anchors to guide the govern‐
ment's management of its finances.

Mr. Yves Giroux: It's an issue that we have expressed concerns
with in our December 10 report following the fall economic state‐
ment. In that December 10 report, we indicated that it's a bit unusu‐

al to have such an increase in the debt ceiling when there are items
that are included for which there is no clear path forward. For that,
I refer to the $100 billion that was mentioned in the fall economic
statement—$70 billion to $100 billion to be spent over three years
for which there are no clear indications as to what the amounts will
be spent on.

We've flagged that as an area worth considering for parliamentar‐
ians to ask questions to the government, because that's unusual. It's
unusual because there are no clear identifiable areas of spending for
that amount, and the debt ceiling already includes some contingen‐
cy amount of about $87 billion, so there is enough room to at least
get that spending going if the government wishes to provide eco‐
nomic stimulus.

In summary, we find that a bit unusual, and that's why we raised
it in our December 10 report.

Hon. Ed Fast: Is it not more prudent to first table a proper feder‐
al budget and then request the borrowing authorities required to
support that budget?

Mr. Yves Giroux: That's the usual way to proceed with increases
in the debt borrowing authority. It's usually included in a budget or
accompanies a budget bill. That's usually the way to do it. You
present your longer-term spending plan to parliamentarians and
Canadians, and then you also seek, by the same token, an increase
in the borrowing authority to accompany and to accommodate these
spending plans.

Some would say the fall economic statement was a mini-budget,
and in that respect it contained many budgetary measures, but it's
not a traditional budget in the sense that we expect it to be, because,
as all of you know, it's been two years that we haven't seen a bud‐
get.

● (1110)

Hon. Ed Fast: As you just mentioned, there is a contingency al‐
ready built into the debt ceiling, and yet there's a massive amount
of discretionary spending or borrowing available beyond that. With
respect to that additional discretionary spending and unallocated
borrowing authority, do you believe that the amount is reasonable?
We're talking about $100 billion of stimulus funding and then, be‐
yond that, there's still some $223 billion of additional unallocated
borrowing capacity.

Is that reasonable? If not, what would be a more appropriate ceil‐
ing to consider?

Mr. Yves Giroux: Well, “reasonable” is all in the eyes of the be‐
holder, sir, so I would probably say it's amply sufficient. It's largely
sufficient certainly, to say the least, to cover the needs expressed in
the fall economic statement and then some.
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In my humble opinion, the $100 billion is probably premature to
include in a borrowing authority act, although it's up to you parlia‐
mentarians to decide on that. It could have waited until such time as
the government lays out its plans for that additional spending. If
there are any unforseen expenditures that need to take place, they
could have been accommodated or they could still be accommodat‐
ed with that contingency amount of some $87 billion, which is,
again, a very significant leeway in the context of a borrowing au‐
thority.

The Chair: This is your last question, Ed.
Hon. Ed Fast: Mr. Giroux, you've raised concerns over the in‐

ability of parliamentarians to properly evaluate and scrutinize the
government's borrowing and spending plan. Could you comment on
what you consider to be the minimum amount of transparency one
should expect of a federal government when it's asking for massive
debt ceiling increases and billion of dollars of discretionary spend‐
ing?

Mr. Yves Giroux: Well, traditionally when the government ta‐
bles a bill that seeks to increase its borrowing authority, it does that
together with a budget that clearly lays out its plans going for‐
ward—usually five years into the future. We haven't seen that yet.
We see a borrowing authority limit that's being sought before Par‐
liament, but we don't have the same full picture that is usually ac‐
companying such an increase through a budget.

Hopefully, the next budget will provide additional plans that will
probably seek to better justify this increase in borrowing authority,
but so far it's only been a partial picture through the fall economic
statement.

The Chair: Thank you, both.

We will turn to Mr. Fraser, followed by Mr. Ste-Marie.

Sean.
Mr. Sean Fraser (Central Nova, Lib.): Thanks very much.

I appreciate your being with us, Mr. Giroux. I have just a few
questions.

I will start where my colleague Mr. Fast left off, on the issue of
the borrowing authority sought in Bill C-14. Some of my col‐
leagues on this committee have previously referred to it as a blank
cheque. I think Ms. Jansen actually used that phrase in the previous
panel.

I just want to get confirmation. There is a significant difference
between the borrowing authority and spending decisions of Parlia‐
ment. Could you just explain that distinction, please?

Mr. Yves Giroux: The borrowing authority is the maximum
amount the Minister of Finance can borrow to finance government
operations. It doesn't necessarily go together with the spending au‐
thority. The spending authority itself is granted through separate
bills, and can be such legislative statutory authorities as employ‐
ment insurance or old age security, which are permanent programs
on which Parliament does not need to vote every year. There are al‐
so operating expenditures, grants and subsidies and so on, for
which Parliament has to grant authority to spend on an annual ba‐
sis. That's done through main estimates and various supplementary
estimates.

Even though the borrowing authority can be increased, it does
not grant authority for the government to spend. They have to seek
spending through separate bills.

● (1115)

Mr. Sean Fraser: There would be an opportunity for parliamen‐
tary scrutiny over new spending programs that the government
could introduce in the upcoming budget or through some of the
measures you've suggested. There would be an opportunity for par‐
liamentarians to actually scrutinize and potentially vote on those
new programs at the appropriate time. Is that correct?

Mr. Yves Giroux: That would normally be the case, indeed, but
that's assuming we revert to the normal legislative process. The
government benefited from extraordinary powers in the previous
session.

Assuming we have the normal procedures for approving spend‐
ing, yes, you are right, sir.

Mr. Sean Fraser: Certainly.

I want to talk for a moment about the wisdom of having parlia‐
mentary authority over the borrowing limit. This is something that
is relatively new. In 2016 we actually adopted a new legislative re‐
quirement that the government, every three years, seek a review or
permission to increase borrowing authority, should they wish to do
so.

This is, in my view, an exercise in transparency. My understand‐
ing is that we have actually now come up on the legislated dead‐
line. Can you confirm whether it's actually an option for the gov‐
ernment to ignore the requirement to come back to seek further bor‐
rowing authority?

Mr. Yves Giroux: I would have to get back to you on that. Not
being a lawyer myself, I'd have to look at the details of the legisla‐
tion.

Mr. Sean Fraser: I would appreciate it if you could get back to
the committee on that, if you don't mind.

One of the things that I find to be very important here is that
we've seen, frankly, with our neighbour to the south certain political
brinkmanship coming up whenever the federal government in the
United States approaches its debt ceiling. On a certain number of
occasions, there have been government shutdowns as a result of the
fact that they've come up to that debt limit.

I'm curious to know whether you think it's a good idea to signal a
few years into the future where the debt limit may be, and to pro‐
vide a bit of a buffer so that we don't find ourselves in that circum‐
stance where political brinkmanship could lead to a government
shutdown.

Mr. Yves Giroux: Having a debt ceiling, so to speak, under the
Borrowing Authority Act is certainly a good idea in the sense that it
increases transparency. The borrowing is not just a mere by-product
of all of their government expenditure decisions. In that sense, it's a
very good improvement in terms of transparency.
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Having a buffer also ensures that we don't hit a wall where if, for
whatever reason, such as an election where Parliament is dissolved,
there is no consensus or possibility to increase that limit, and we hit
that hard limit, we have to stop government operations. That's an
unfortunate situation that we have seen happen a couple of times in
the U.S. Having a buffer is certainly desirable. The size of that
buffer is up for debate, but both the Borrowing Authority Act, hav‐
ing a maximum amount, and a buffer are good ideas in terms of
transparency, first, and then for the continuity of government opera‐
tions.

Mr. Sean Fraser: Mr. Chair, do I have time for a last question?
The Chair: Yes. Go ahead for your last one, Sean.
Mr. Sean Fraser: You mentioned that you have conducted an as‐

sessment on the cost of some of the programs outlined in the fall
economic statement. I know that you have done it previously on
other measures as well.

Throughout the course of this pandemic, we've heard testimony
from Mr. Macdonald from the Centre for Policy Alternatives that in
fact had the government not borne the expenses of some of these
programs—let's use the rent subsidy as an example—that cost
would have fallen somewhere else.

Could you confirm whether there's a counterfactual or give us
your assessment as to whether the cost actually would have been
greater across the economy had the federal government not intro‐
duced some of these programs and instead had let the cost of the
pandemic response fall to the private sector, to the household or
even to provincial levels of government?

Mr. Yves Giroux: We didn't do a counterfactual because for the
counterfactual the shock would have been so immense that I'm not
sure our models would have been able to absorb all of that. The
best alternative to a counterfactual would probably be trying to look
at other similar countries that didn't provide the same level of sup‐
port, if there are any, and I doubt that there are any that ran that
very rough experiment. It's certain that there would have been very
difficult situations for millions of Canadians, businesses and house‐
holds had the government not provided support.
● (1120)

Mr. Sean Fraser: Thank you.
The Chair: Thanks, all of you.

I might say, Ms. Yan, that if you have a supplementary point you
want to make at some point in time, just raise your hand. Hopefully,
I will catch you.

We're turning to Mr. Ste-Marie, who will be followed by Mr. Ju‐
lian.

Go ahead, Gabriel.
[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Good morning, Mr. Giroux and Ms. Yan. Thank you for joining
us. Thank you also for the important work you are doing. You must
have some impossible weeks, with all the work you have to accom‐
plish and all the analyses you have to do. You are doing particularly
essential work during this pandemic, when it is difficult to obtain

reliable data and to track the historic expenditures that are being
made. My hat is off to you; on behalf of all my colleagues, you
have my thanks.

I would like to begin by asking you once again about the topic
that two of my colleagues have addressed, the spectacular increase
in the debt ceiling. I'd like to make a clear distinction between bor‐
rowing authority and spending authority.

You told Mr. Fraser about it, but I would like to be assured that
this borrowing authority is not automatically the approval for the
government to spend that money as it wishes.

More specifically, I would like the assurance that each of the
government's additional expenditures will have to be voted on by
parliamentarians. Is that in fact the case?

Mr. Yves Giroux: Thank you, Mr. Ste-Marie.

Yes, the debt limit is one thing. It allows the government to incur
debts up to a maximum amount. The amount proposed
is $1,800 billion. That does not mean that the government can keep
spending until that amount is reached. It's not a credit limit, as on a
credit card, for example. Another process has to be followed in or‐
der to do that. So this is a constraint that combines with others that
already exist in the process of approving appropriations.

In order to fund its annual operations or programs, the govern‐
ment has two methods it can use. One method applies to existing
programs that are established in legislation, like old age security. In
that program, the expenditures depend entirely on the number of re‐
cipients. The amount of the expenditures for old age security is
therefore not limited by a budget envelope.

The government can also spend using budget appropriations,
which must be approved each year by an act voted on in Parlia‐
ment. That is the case for the operating expenses of the departments
and of Parliament, as well as for grants and contributions. So that is
a constraint also.

In addition, the government cannot borrow more than the current
limit, which is $1,168 billion. The government is proposing to in‐
crease that to $1,800 billion. Those two constraints combine to lim‐
it expenditures or at least control them.

Mr. Gabriel Ste-Marie: Thank you.

I would like to be sure that it would not be possible for the gov‐
ernment, using the signature of the person representing the Gover‐
nor General, to use that increased ceiling on borrowing to spend as
they like, even during an election.

Mr. Yves Giroux: No, you are right.

When Parliament is dissolved, a special procedure called the
Governor General's Special Warrants is used. The goal is to fund
government operations only so that the operations can continue or
emergency situations can be dealt with.

It's a convention; the idea is not to fund new initiatives. If ever
that were the case, the Governor General could refuse to sign the
warrants, which, in practical terms, basically never happens. In an
election campaign, the public service and the government apparatus
make sure that operations continue.
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Mr. Gabriel Ste-Marie: That is how I read it, but now that you
are confirming it, I am greatly reassured.

It will be two years ago tomorrow that the Government of
Canada last brought down a budget. As you said earlier,
Mr. Morneau presented an economic and fiscal snapshot last sum‐
mer, and the Minister of Financepresented the Fall Economic State‐
ment 2020.

Is it acceptable that parliamentarians have not had a budget for
two years, at a time when expenditures are reaching exceptional
levels?

Mr. Yves Giroux: I will leave you to decide whether it is accept‐
able or not. It certainly makes your work more difficult, because
you are being asked to approve expenditures and initiatives, at a
time when no one has the full picture of the impact on public fi‐
nances and the economic situation.

In addition, we do not know the government's short-and medi‐
um-term plan for the direction of public finances and the economy.
That makes your work and mine a little more difficult, because we
have to gather information based on announcements made over
weeks and months to try and understand the situation and guess the
government's future direction.

Without a budget having been tabled, we are missing a complete
picture and the direction that the government will be taking in the
coming years.
● (1125)

Mr. Gabriel Ste-Marie: Okay, thank you.

May I ask another quick question, Mr. Chair?
[English]

The Chair: Okay, but very quickly, Gabriel.
[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Mr. Giroux, does the government provide you with the data you
need in order to properly analyze the programs?

Mr. Yves Giroux: In general, yes. We have had some problems
or concerns with some departments from which information seems
to be more difficult to obtain, such as Innovation, Science and Eco‐
nomic Development Canada and the regional development agen‐
cies.

However, overall, things are quite good.
Mr. Gabriel Ste-Marie: Thank you.

[English]
The Chair: Thank you.

We're turning now to Mr. Julian.
[Translation]

Mr. Peter Julian: Thank you very much, Mr. Chair.

Thank you for joining us today, Mr. Giroux and Ms. Yan.

We are grateful to you for the huge amount of work you have
done for Canadians during the pandemic. We hope that your loved

ones and yourselves are healthy and safe as we go through an ex‐
tremely difficult time.

When my constituents ask me for explanations about the way
certain things work or about the way in which they could be im‐
proved, I tell them about your studies.

My question is along the same lines as Mr. Ste‑Marie's. No bud‐
get has been brought down for two years. I know that you are in
contact with your international counterparts. In your opinion, are
there any other major industrialized countries that have had no bud‐
get for two years?

What price do Canadians have to pay if no budget has been
tabled for so long? Having no budget for two years is unprecedent‐
ed in Canada's history.

Mr. Yves Giroux: Thank you, Mr. Julian.

We actually do have regular meetings and discussions between
parliamentary budget officers or the equivalent positions in the in‐
dustrialized countries, and even in countries that are a little less so.

To my knowledge, no country, at least in the G‑7, has not yet
brought down a budget. Most countries are facing the same pan‐
demic and the same level of uncertainty but, to my knowledge,
most, if not all, of the G‑7 countries have tabled at least one budget
since the pandemic began.

The lack of a budget therefore sets Canada apart. It deprives
Canadians of a good look at what will happen in the coming weeks,
months and years, once we have come out of the pandemic. The
government has not yet indicated what its plans will be for the eco‐
nomic recovery or for the time after the pandemic. That would
probably be included in a budget.

Everyone understands that there is a lot of uncertainty. All the
provinces have to deal with that uncertainty, of course, but all
provinces and territories, I believe, have been able to table a bud‐
get, despite the high degree of uncertainty.

It is therefore a little surprising that the federal government has
not yet done so. I don't believe that it is because it can't do so, be‐
cause the officials in the Department of Finance are top-notch when
it comes to crafting budgets. They are certainly capable of doing so.

[English]

Mr. Peter Julian: Thank you for that answer; it really puts
Canada in the worst possible position compared to all other indus‐
trialized countries. It really is perplexing to so many Canadians that
when other industrialized countries have been able to produce a
budget, we have now been waiting for an unprecedented two years.
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Another concern that has been raised around the fall economic
statement is the issue of the revenue side of the equation. The gov‐
ernment is not making any provision for wealth taxes or pandemic
profit taxes; in fact it has rejected those scenarios, and yet we've
seen Canada's billionaires increase their wealth by over $60 billion
through this pandemic. I'm interested in asking about the revenue
side. You did an excellent study on the wealth tax and evaluated the
ability for a wealth tax to actually contribute to the overall fiscal
framework of the government. I'm wondering—because the last
study dates to before we saw an increase in assets among Canada's
wealthiest citizens—whether the PBO is in the process of revising
its overall figure in terms of how much a wealth tax would bring.

My other question is around the borrowing authority. There are
concerns being raised about raising the borrowing authority. What
are the alternatives, for example, on the revenue side, that would
mean that raising the borrowing authority would not be necessary
because the overall balance of federal finances was taken care of?

● (1130)

Mr. Yves Giroux: With respect to the wealth tax, as some of
your colleagues pointed out, we have been quite busy. I could say I
had a full head of hair before the pandemic and I lost it as a result
of hard work, but that would not be true as you all know. We have,
nonetheless, been quite busy. For now we don't have plans to up‐
date our work on the wealth tax, but if it's the desire of the commit‐
tee for us to do so, we would certainly undertake to do that and we
could provide the committee with a timeline under which we would
be able to do that. As I said, if it's of interest to the committee, we'd
be happy to undertake that work.

The alternative to increasing the Borrowing Authority Act or the
borrowing limit would be to decrease spending in other areas to en‐
sure that the government did not bust that ceiling but still delivered
on core areas of priority, or increased its overall revenues to ensure
that its debt ceiling was not busted. Besides increasing taxes or rev‐
enues, or decreasing spending in other areas to ensure that it contin‐
ues to provide services in areas that are determined as key, there are
not that many alternatives to increasing the borrowing authority or
the borrowing limit.

The Chair: Thanks, all of you. We are out of time.

We'll turn to Mr. Falk next. I believe he's splitting his time with
Mr. Cumming.

Mr. Ted Falk (Provencher, CPC): That's correct. I will be split‐
ting my time.

The Chair: And then we'll have Ms. Koutrakis.

Mr. Ted Falk: Thank you, Mr. Chair.

Thank you, Mr. Giroux and Ms. Yan, for your testimony this
morning at committee.

I think that penalizing the individuals who have become wealthy
is very short-sighted. I think the government should be focused on
creating initiatives and plans for individuals to become wealthy, for
our country to prosper and for there to be economic growth and
abundance here.

I'm wondering if you can comment on that. Have you seen any‐
thing at all from this government that would indicate they have
plans for people to prosper and to become wealthy?

Mr. Yves Giroux: That's a broad question. Generally speaking,
the best way to increase wealth across a country is to increase the
productive capacity of an economy. That could be done in a few
ways, but not that many ways.

One way is to increase the number of people who participate in
the labour force, by providing incentives to work and join the
labour force. Another good way is to provide incentives to increase
the capital, the machinery and equipment. Finally, there are mea‐
sures that increase productivity, and these take a variety of ways,
depending on the sector that you are targeting or looking at. These
are generally the main ways of increasing the wealth of a nation.

As to whether we have seen that many initiatives from the gov‐
ernment, that's an area that's probably highly sensitive politically
and policy-wise, so I'll let each and every one of you be the judge
of that, because different persons may have different perspectives
on that. By that, I mean that some investments that are socially ori‐
ented might increase productivity in the economy, while others
could be reducing the productive capacity of an economy, and not
all investments are created equal.

● (1135)

Mr. Ted Falk: Thank you.

I have a very quick question before I turn my time over to Mr.
Cumming. The government has indicated that they don't have fiscal
anchors. Instead, they're using the terminology “fiscal guardrails”.
Can you very briefly explain to this committee and to Canadians
the difference between an anchor and a guardrail?

Mr. Yves Giroux: That's a very important distinction.

An anchor is a goal you have that's guiding the overall fiscal de‐
cisions: spending, taxing and so on. A guardrail, rather—at least as
described by the government—is something that will determine
when you stop some types of expenditures. In that case, the
guardrails have been expressed, at least so far, as the labour market
indicators: the unemployment rate, the number of hours worked and
the participation rate, if I'm not mistaken. One is shorter term. The
other is longer term.

Mr. Ted Falk: Thank you very much.

Go ahead, Mr. Cumming.

Mr. James Cumming: Thank you, and thank you to the witness‐
es.

Mr. Giroux, it's good to see you again. Thank you for the work
you do.

You have talked about measurables. It strikes me that within Bill
C-14 or the fiscal update we see significant spending and unallocat‐
ed spending. At the very least, should there not at least be some
outcome-based analysis when putting these numbers together?
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You've talked about productivity. You've talked about growth
rates. You've talked about efficiencies. When I look at the level of
spending that we've had—the second-highest level of spending in
the G7, with also the highest rate of unemployment—should we not
at least have some form of outcome-based spending so we can do
an analysis to see if it's effective?

Mr. Yves Giroux: That's certainly among the best practices for
governments to decide how they allocate spending. They have to
have in mind an achievement, a target or a goal that they're pursu‐
ing, whether they quantify it publicly or not—that's probably up to
them—but I would hope that they would have these types of trade-
offs or quantified objectives in mind.

I haven't seen anything—yet at least—from the government on
recent measures. I don't think I've seen that very often in the Cana‐
dian government setting, to be honest, but that's certainly some‐
thing that should be top of mind among decision-makers when they
make these allocation decisions.

Mr. James Cumming: On the analysis that you did on growth
rates, are you somewhat concerned that those growth rates are
achievable without knowing whether the spending anticipated will
be related to productivity, to innovation—things that will drive the
Canadian economy?

Mr. Yves Giroux: It's certain that it's a bit more difficult to de‐
termine whether an investment or an expenditure will have a long-
term or short-term impact when we don't know the areas that will
be targeted. I assume you're referring to the $70 billion to $100 bil‐
lion mentioned in the fall economic statement. It's very difficult to
determine precisely what will be the short- and longer-term impacts
on the economy of these expenditures without knowing exactly
where they will go. Not all spending is created equal when it comes
to generating economic growth and generally social welfare.

The Chair: Thank you, all.

We'll turn to Ms. Koutrakis, followed by Mr. Ste-Marie.

You have five minutes, Annie.
Ms. Annie Koutrakis: Thank you, Mr. Chair.

Thank you, Mr. Giroux, for your testimony this morning and for
your service.

I think it's important to remind all Canadians who may be watch‐
ing today of what Bill C-14 is and what we're studying here at com‐
mittee. The only spending Parliament is being asked to approve
through Bill C-14 is to introduce a temporary and immediate sup‐
port for low- and middle-income families who are entitled to the
CCB, the Canada child benefit, totalling up to $1,200 in 2021 for
each child under the age of six; to provide the regional develop‐
ment agencies an additional $206.7 million; to replicate the CEBA
loan limits for gap-filling programs and the RRRF gap-filling ca‐
pacity; to ease the financial burden of student debt for up to 1.4
million Canadians by eliminating the interest on repayment of the
federal portion of the Canada student loans and Canada apprentice
loans for one year, 2021-22; to provide funding of up to $505.7
million as part of the new safe long-term care fund to support long-
term care facilities, including funding to prevent the spread of
COVID-19 infection, outbreaks and deaths in supported care facili‐
ties; to provide additional funding of up to $133 million to support

access to things like virtual care, mental health tools and substance
use programming; and to provide up to $262.6 million for a suite of
COVID-19 initiatives, including testing, medical research, counter‐
measures, vaccine funding and developments, border and travel
measures and isolation sites. I think it's important to put that on
record and to remind everyone of what Parliament is being asked to
approve.

Having said that, I hear my colleagues on the opposition harping
on the fact that there's the lack of a budget.

You're right that this is an unprecedented event. It has never hap‐
pened before in our Canadian history. We've never had to deal with
such a pandemic, and I think it merits keeping that in mind.

Having said that, Mr. Giroux, I'm interested to know what were
or are your thoughts on the biweekly updates provided to the com‐
mittee by the Department of Finance earlier last year.

● (1140)

Mr. Yves Giroux: I think that was a very good practice in the
sense that it provided parliamentarians with a very good idea of
how quickly the pandemic was evolving and how the impacts on
Canadians were being felt. It provided the committee members, as
well as parliamentarians and Canadians, with an idea of how many
people were using these benefits. In that sense, it was a very wel‐
come transparency initiative. I personally was hoping it would con‐
tinue after prorogation because of the value of the information it
represented, certainly for me and my office as well as many stake‐
holders.

Ms. Annie Koutrakis: I'm sure the Department of Finance will
hear that. Perhaps we could put that in place once again until the
budget is in place.

The fall economic statement provides a fiscal outlook for the
course of five years, as well as alternative economic scenarios
should a more extreme resurgence of COVID-19 arise. Can you
comment on the value of providing these five-year projections to
parliamentarians?

Mr. Yves Giroux: Of course.

A five-year planning horizon is very welcome. It provides an
idea also as to what the future would look like. The fall economic
statement did not include all of the policy initiatives the govern‐
ment plans on implementing—by definition, a fall economic state‐
ment is a partial picture. We saw it as a welcome addition to have a
scenario where the pandemic would evolve differently from the
central scenario. Again, that provided—not clarity, because it's pro‐
viding alternative scenarios—a welcome addition regarding trans‐
parency with respect to the potential future path of government fi‐
nances and the economy. In that sense, it's a development that I per‐
sonally welcome and that the office also looks upon favourably.

The Chair: We will have to move on. I'm sorry, Annie.
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Ms. Annie Koutrakis: Thank you.
The Chair: Mr. Ste-Marie.

[Translation]
Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Mr. Giroux, I want to make sure that I fully understood the dis‐
cussion you just had with Ms. Koutrakis. You were actually talking
about the bi‑weekly updates on expenditure programs that the De‐
partment of Finance used to provide, correct?

I heard you correctly. So, after your testimony, about noon, I will
introduce a motion that the committee make that request to the De‐
partment of Finance, in the hope that that will work.

You said that some details about the employment insurance oper‐
ating account are missing. What details are those?

What should the government provide us in order to give us a
complete picture?
● (1145)

Mr. Yves Giroux: Thank you, Mr. Ste-Marie.

The Fall Economic Statement 2020 mentioned the employment
insurance operating account, but it did not give a very clear picture
of the way it has evolved in the current economic situation, given
that benefits have been expanded and extended. Clearly, we are ex‐
pecting the employment insurance operating account to incur huge
deficits, which is to be expected in the current economic situation.

The government also committed to freeze the employment insur‐
ance premium rates at $1.58 per $100 of insurable earnings, at least
until the end of 2022. However, the government makes no mention,
either in the update or in general, of what will happen afterwards. It
does not actually say how the very significant deficit of $52 billion
in the employment insurance operating account will be eliminated
over the five-year period.

Current legislation limits the annual increases in the premium
rates. However, even if the premiums were increased to the maxi‐
mum allowed by the legislation, the deficit in the employment in‐
surance operating account would probably be about $52 billion.
There is a lack of clarity over what will happen with this very sig‐
nificant deficit. We hope that the budget will provide more details
about it, because it's clearly a colossal deficit for the employment
insurance operating account.

If we maintain the status quo, that is, if we apply the legislation
as it presently stands, the employment insurance premium rate will
increase by $0.30, going to $1.80 per $100 of insurable earnings in
the next three or four years.

Mr. Gabriel Ste-Marie: Let's hope that the next budget will—
[English]

The Chair: Thank you.

We have Mr. Julian and then Ms. Jansen.

Peter, you have two and a half minutes.
Mr. Peter Julian: Thanks, Mr. Chair and Mr. Giroux.

In the same vein as talking about the alternatives, the borrowing
authority and looking to potentially increase income revenues to the
federal government, it's important to cite, as per your previous stud‐
ies, that there is a lot of money that already should be paid in taxa‐
tion that goes to overseas tax havens. I cite your landmark study of
June 2019, where the estimate was over $25 billion in federal tax
revenues that go to overseas tax havens.

You provided a legislative costing note on strengthening tax
compliance on February 18. I would like to ask you two questions.
You've indicated some difficulties in terms of the investments by
the federal government actually leading to the kinds of revenues
that Canadians would expect. We also have testimony before this
committee from Ted Gallivan of the Canada Revenue Agency, back
on June 16, reacting to the failure of the federal government to
prosecute, basically, anybody who's been involved in overseas tax
havens. He said at that time, to this finance committee, that we'd
come as far as we could with the tools we had.

My question is twofold. First, where do you see the federal gov‐
ernment as lacking, in terms of initiatives to strengthen that tax
compliance?

Second, do you have any recommendations for the federal gov‐
ernment that would curb the massive leak of federal tax revenues to
overseas tax havens among the wealthy and very profitable corpo‐
rations?

Mr. Yves Giroux: That's a very broad question, Mr. Julian. I
don't know if I should thank you for that or not.

With respect to the capacity or what the CRA could do, or where
it is lacking, it's probably a question that would be best answered in
a much longer study. I would say, generally speaking, the CRA
does not take as aggressive a stance towards tax evasion as, for ex‐
ample, Revenu Québec does. Anybody who lives in Quebec and
owns or operates a business, or has been subject to an audit by
Revenu Québec, will probably know that there usually is a differ‐
ence.

In that sense, the CRA takes, generally speaking, a more educa‐
tional approach and a less aggressive approach. It also shows in its
prosecution of tax planning. That being said, it may be bound by
different legislation. I haven't done a comparative study of the leg‐
islation that applies to both jurisdictions. Generally speaking, that's
what I would say; it's an approach that's less aggressive when it
comes to prosecuting egregious cases of tax evasion.

● (1150)

The Chair: Thank you all. We're out of time.

Ms. Jansen is next, followed by Mr. Fragiskatos, for a five-
minute round.

Mrs. Tamara Jansen: Thank you very much.
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We know that Canada has had subpar results compared to our G7
partners in terms of income loss, job loss and debt increases, as
well as, of course, the largest increase in housing prices, due to low
interest. Our COVID-19 supports do not appear to have been par‐
ticularly efficient.

With all that said, would you say that the current path of anoth‐
er $100 billion in stimulus appears wise? I believe Einstein said
that the definition of insanity is doing the same thing over and over
but expecting different results. Shouldn't we be focusing the gov‐
ernment support on growth and innovation?

Mr. Yves Giroux: That's an interesting question and a question
that could be a minefield, too. I'll answer in the following way.
When the government indicated that it would spend $70 billion
to $100 billion, it indicated it would spend that with a goal or a tar‐
get of enhancing economic growth and economic stimulus. Howev‐
er, when we released our own economic and fiscal outlook in
September, we indicated that it would probably not be necessary to
have that big of an economic stimulus over a three-year period.
That was in September. I qualified that, on a few occasions, as po‐
tentially being too much and too late if the objective is to stimulate
the economy and return to the pre-pandemic levels of employment
according to various indicators.

If the government wants, on the other hand, to make structural
changes to the economy, that's a different issue. That was in
September. Since then, we have seen job numbers that are slightly
better than we had expected back then, and we have also seen the
U.S. launch a massive stimulus campaign, from which Canada will
benefit.

All that being said, $70 billion to $100 billion in economic stim‐
ulus might be more than is necessary to return to pre-pandemic lev‐
els, but again, if the plan is to make structural changes to the econo‐
my, that's a totally different discussion.

Mrs. Tamara Jansen: In your opinion, why is this government
the only government in the G7 that hasn't managed to produce a
budget? Is there something special about Canada that makes it im‐
possible to produce one?

Mr. Yves Giroux: There are many things special about Canada
but not when it comes to justifying the absence of a budget.

Mrs. Tamara Jansen: You mentioned that it's good to have a
borrowing buffer. However, you also said that the size of the buffer
needed is up for debate. In your opinion, is the current debt ceiling
increase in Bill C-14 of over $650 billion, in the absence of a bud‐
get and any idea of what the government's planning to spend on, a
reasonable sum?

Mr. Yves Giroux: It certainly provides lots of flexibility to the
government to have that level of borrowing authority. It's probably
more than what is absolutely strictly necessary, from what we have
seen so far, but it provides a very good buffer. Is it reasonable or
not? Again, I leave that in the very capable hands of members of
this committee.

Mrs. Tamara Jansen: Thank you.

I will pass my time on to my colleague Mr. Kelly.
The Chair: Mr. Kelly, go ahead.

Mr. Pat Kelly: Thank you for debunking, I think in your earlier
testimony, the notion that Canada is at any risk of seeing American-
style brinkmanship over borrowing authority. In a Westminster sys‐
tem, those kinds of impasses are solved through the concept of con‐
fidence in the government. It's a nonsense argument in defence of
having extraordinary or enormous debt ceilings.

I do want to ask a question about this and about the debt ceiling.
Having a buffer that is so far beyond any current or contemplated
future need for borrowing really makes something of a mockery of
the idea of having a debt ceiling. Why have a debt ceiling at all if
the idea is that the ceiling should be so high that no such spending
is contemplated? One has to conclude either that there is a plan to
actually borrow the $600 billion or that there's really no excuse or
reason to have it.

I ask, with the limited time that is left, for a comment on the
scope and scale of the debt ceiling increase.

● (1155)

Mr. Yves Giroux: I understand the question clearly, and I also
understand that it's probably a matter of judgment much more than
of facts. I have provided you with my views on the ceiling and on
the buffer. Whether it's an unnecessary buffer or not.... Different
stakeholders will tell you different things. That's why these deci‐
sions are better left in the hands of elected officials like you than
for mere servants like me, to be perfectly honest.

The Chair: Thank you.

Mr. Fragiskatos, the last five minutes will go to you.

Mr. Peter Fragiskatos (London North Centre, Lib.): Thank
you, Mr. Chair.

Thank you, Mr. Giroux, for being here.

Thank you, Ms. Yan, as well for all your work.

Mr. Giroux, what is the current federal debt-to-GDP ratio?

Mr. Yves Giroux: At last count it was about 48% to 50%, based
on the projected spending and the size of the economy. More accu‐
rate numbers will probably be available after the end of the fiscal
year, when we have a clearer picture of the financial situation of the
government.

Mr. Peter Fragiskatos: Thank you very much.

How does that compare to the situation in G7 countries, if you
look at the central governments and their debt-to-GDP ratios?

Mr. Yves Giroux: It's difficult to make a one-to-one comparison,
central government-to-central government, given the different
structures of many countries. For example, the U.K. is a unitary
country with a unitary government for the most part. It's the same
with France.
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However, Canada is generally considered to be one of the good
students in the pack, so it's probably at the low end of the spectrum
when it comes to debt-to-GDP ratio.

Mr. Peter Fragiskatos: Thank you very much.

I asked that because obviously the debt-to-GDP ratio is an im‐
portant measure of debts levels and a good way to assess the fiscal
health of a country's economy.

I did read your recent report, and although we are focused on Bill
C-14 here, your recent report is, in my view, very relevant because
it helps to provide a context for MPs, particularly on this commit‐
tee, to understand the overall economic picture. Your recent report,
of course, focused on a number of things, but mainly the federal
government's expenditure plan and the main estimates for 2021 into
2022.

Correct me if I'm wrong, but there was a breakdown there. As far
as the expenditures are concerned, transfer payments to provincial
governments, municipal governments and individuals, as far as sup‐
port goes, amounted to 64%. Operating and capital expenditures
amounted to 30%. The public debt charges were 6%. Is that cor‐
rect?

Mr. Yves Giroux: I don't have the report in front of me, but for
these numbers, if you quote them from the report, I assume them to
be correct.

Mr. Peter Fragiskatos: Okay. I just wanted to confirm the
breakdown, because we do hear a great deal, particularly from our
Conservative colleagues on the committee, about government ex‐
penditures and their worries about taking on especially the emer‐
gency programs, which have certainly added to our deficit and debt
level. But in a context where interest rates are remarkably low, it
would make sense that public debt charges are at only 6.1%, which
is quite low compared to the other items I just listed.

Finally, Mr. Giroux, could you speak to the Canada child bene‐
fit? There is, in Bill C-14, additional temporary support of up
to $1,200 for kids under six, and if Bill C-14 is approved, that sup‐
port will go to families.

On the CCB's impact over the years for families in the middle-
income brackets and lower-income families in general, but specifi‐
cally in helping to lower child poverty, I know that Statistics
Canada has monitored this closely. Hundreds of thousands of kids
lifted out of poverty because of this one program: Could you speak
to the importance of it from that perspective?
● (1200)

Mr. Yves Giroux: Well, I can certainly remember studies re‐
leased by Statistics Canada which indicate that the CCB has lifted a
tremendous number of kids out of poverty. Because it's a Statistics
Canada study, I don't remember exactly the numbers, but I certainly
remember that it is the overall conclusion of that study that was re‐
leased by StatsCan.

Mr. Peter Fragiskatos: Okay. You also identify with the find‐
ings that it has been an important program as far as alleviating child
poverty in Canada goes.

Mr. Yves Giroux: Yes.
Mr. Peter Fragiskatos: Thank you very much.

The Chair: We will have to end it there.

Thank you, Mr. Giroux, and you as well, Ms. Yan.

On behalf of the committee, we certainly do want to thank you
for all the work you do. There's no question that your workload
went up with COVID and the many requests that are coming in
from members of Parliament and so on. On behalf of the commit‐
tee, we want you to thank your staff in the office as well, because it
takes many people to come up with the kinds of reports you do, and
we appreciate them very much.

I think we all sit up with interest when we know that a new one
is coming out, because we're going to read it. The government
members will read it from the point of view of saying how well
we're doing and the opposition members will read it from the point
of view of asking if there is something that they can dig into there.
You cover all the bases.

With that, thank you again, and we will—
Mr. Peter Julian: Mr. Chair, I have a point of order.
The Chair: What's your point of order?
Mr. Peter Julian: Thanks, Mr. Chair.

Mr. Ste-Marie mentioned potentially moving a motion. As I
mentioned to you, Mr. Chair, I'll be leaving in about 45 minutes, so
I won't be available to speak at the end of the meeting. If we are to
treat his motion, I think it should be at the beginning of the next
segment or now.

The Chair: Okay. Let's take it at the beginning of the next seg‐
ment. We'll take a three-minute suspension and bring in the new
witnesses.

With that, we're suspended.
● (1200)

_____________________(Pause)_____________________

● (1205)

The Chair: We will call the meeting back to order.

We are meeting on Bill C-14. We have two witnesses here in this
panel, and we have a hard stop at one o'clock.

We will take a moment before starting off the committee, gentle‐
men, to hear a motion from Gabriel Ste-Marie. He said during the
last panel that he wanted to introduce a motion.

You may move your motion, Mr. Ste-Marie.

[Translation]
Mr. Gabriel Ste-Marie: Good afternoon, everyone.

Mr. Clerk, thank you for distributing the motion so quickly.

From the Parliamentary Budget Officer's remarks, I have certain‐
ly gathered that the Department of Finance's bi‑weekly reports were
useful. They provided us with good data to monitor expenditures
related to COVID‑19. As has often been mentioned, it is important
that those reports resume. If I understood correctly, Ms. Koutrakis
found it a worthwhile idea.
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However, I have just had a discussion with Mr. Fraser and, in or‐
der not to inconvenience our guests and in order not to get into ex‐
tended debates on this motion, I would like everyone's agreement to
discuss it next week when we will be discussing all the motions. As
the subcommittee has decided, time will be set aside next week for
discussion on the motions. If that suits everyone, we could discuss
this one at that time.
● (1210)

[English]
The Chair: I think I was going to have to rule in any event, Mr.

Ste-Marie, that we are here on Bill C-14 and we would take this as
48 hours’ notice. I think we can be assured that the motion can be
pulled up at the next meeting, because 48 hours will have passed by
then.

I think the motion is before you, committee members. You might
have received a copy of it. It is translated.

Thank you for that, Gabriel. We will consider that as notice and
discuss it at our earliest opportunity when we get into motions.

With that, we will go to Ian Lee from Carleton University.

On the point that the clerk raised, Mr. Lee, perhaps you could go
fairly slowly and maybe be a little louder. This is one of the diffi‐
cult situations for translators in the booths when we don't have
these kinds of mikes.

The floor is yours.
Dr. Ian Lee (Associate Professor, Carleton University): Thank

you, Mr. Easter.

I apologize for the technological hiccup. I do have a very high-
speed connection, I assure you. I have Bell Fibe.

I want to thank the finance committee for inviting me to appear.

My disclosure is that, first, I do not belong to or donate to any
political party, nor allow lawn signs on my lawn at all. Second, I do
not consult to any company. I am paid by Carleton; that's who pays
me.

Approximately 50 years ago, a very distinguished liberal profes‐
sor of economics, Professor Arthur Okun, adviser to President John
F. Kennedy, wrote a small monograph that became very influential.
I studied it during my Ph.D. studies 30 years later. It was called
Equality and Efficiency: The Big Tradeoff.

Professor Okun argued that almost every last public policy deci‐
sion involves a trade-off between these two fundamental values,
which could be understood, he said, as—to use synonyms—rights
versus markets or equality versus efficiency. While most under‐
stand the idea of equality or equity today, or what some call “social
justice”, the idea of efficiency or markets seems to be less and less
well understood with the passage of time. “Efficiency” was the
catchword that Professor Okun used to signify markets, economic
growth, productivity, standard of living, jobs, or what Adam Smith
characterized 300 years ago even more succinctly as simply “the
wealth of nations”.

Restated using Professor Okun's phrases—and to be fair, I may
be contradicting Professor Okun a little bit—equality requires effi‐

ciency; equality requires markets; equality requires growth, just as
efficiency requires equality or equity if markets are to succeed. To
state it even more bluntly, rights need markets if rights are to be
achieved, while markets need rights to succeed.

Some may disagree. You can see the fact that I have travelled
and taught, for 30 years, over 100 times, in developing countries,
and I have noticed that remarkable correlation. The countries with
the greatest degree of rights are the wealthiest and most successful
countries, the OECD high-income countries of the world.

Unfortunately, it's increasingly fashionable among populists to
claim that rights and markets, or equity and efficiency, are opposed
to each other, antithetical. I am directly challenging the simplistic
slogan “people over markets”. You hear it regularly.

Professor Okun understood that equality or rights are not free.
Indeed, from Professor Okun's time in the 1960s to our time today,
we have developed a much deeper appreciation of how costly poli‐
cies and programs are to try to develop and achieve inclusion, equi‐
ty and social justice. This is why we are at a critical point in
Canada. The costs of equity have become so very large, and the
deficits even larger, that we must seriously discuss, once again, effi‐
ciency or growth if we do not want to unwittingly undermine or
sabotage policies to continue to offer programs to support equity or
social justice.

● (1215)

If that is seen as a little bit extreme by some people, I just want
to remind you of the 1995 largest downsizing in Canadian history. I
wrote what was, I think, the definitive article on that in How Ot‐
tawa Spends.

I turn now to these issues in Canada, and to my criticisms, in or‐
der to make my philosophical comments to this point much more
concrete.

One, no budget or plan has been presented to Parliament to pro‐
vide the analytical and policy justification for increasing the debt
ceiling. I would merely note that many years ago, in the seventies
and eighties, in my previous incarnation in a decade-long career as
a mortgage and commercial lender, I lent millions and millions of
dollars. If a business owner met me to discuss their borrowing
needs and they didn't have a business plan, I told the owner to go
away, create the plan, and then return to talk to me about the plan,
which was, is, and always will be the foundation or basis for credit
authorization.
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Two, there is simply no justification for delaying the presentation
of the budget. The Government of Canada has an excellent digital
financial infrastructure for financial reporting and accounting. In‐
deed, if I may say so, some of my finest graduates from our pro‐
gram over the past 30 years—I've been teaching for 32 years—have
entered into the Government of Canada as financial analysts and
accountants, and have become very successful at modernizing the
now excellent financial and accounting systems. As someone who
has lived in Ottawa for over 60 years, and with friends and relatives
inside the public service of Canada who are familiar with the finan‐
cial reporting systems, it is simply inaccurate to suggest that the
empirical data of daily, weekly and monthly expenditures in the
Government of Canada is unavailable to produce a budget.

Three, there is an urgent need for a fiscal anchor, per the IMF,
the OECD, David Dodge, Don Drummond et al. There are many
others. Contrary to those opposed, a fiscal anchor is not a lockbox
that prevents government decisions. It is a tool of evaluation and
accountability for all stakeholders. I understand that no one wants a
bad report card. I can tell you that I hate student evaluations if they
say bad things about me. I love them when they say nice things
about me. But the genius of liberal democracy lies in the myriad of
checks and balances that go far beyond mere elections. A fiscal an‐
chor is a critical check and balance of fiscal policy.

Four, concerning the post-pandemic recovery, I urge the commit‐
tee to debate and discuss whether the stimulus that has already been
provided over the past 12 months via income support programs—I
strongly supported them, as I think every Canadian did—and that
drove the savings rate from roughly 2% to just under 30% is stimu‐
lus. I'm referring to the $200 billion. It can be argued that the Gov‐
ernment of Canada, perhaps unwittingly and perhaps wittingly, en‐
gaged in post-pandemic stimulus with the plethora of income sup‐
port programs.

Restated, there is approximately $200 billion—per the TD Bank
and their economic analysis of only this week—in bank accounts in
Canada, waiting for mass vaccination and confidence to return to
individuals and businesses before they start spending. What I'm
suggesting is that I don't think we need to stimulate the stimulus.
However, although I don't think further stimulus is needed, I recog‐
nize that a good number of people out there do think that.
● (1220)

If we do proceed with stimulus, I urge the committee to recom‐
mend to the finance minister that we shift from consumption and
income spending to investment. If stimulus is decided upon, it
should refocus from general consumption and income support to in‐
frastructure, and I mean real infrastructure, not mislabelled con‐
sumption spending on day care centres or hockey arenas, but in‐
vestments that enhance the productivity of the economy: ports,
roads, rail, airports, pipelines and digital infrastructure.

The economy has not underperformed due to lack of resources.
Large numbers of Canadians, and I am one of them...I have been
sitting in this house since last March, and 99.999% of my life has
been in this house, because I am waiting for a vaccine, along with
millions—

The Chair: Mr. Lee, I'll have to get you to wrap up pretty quick‐
ly. We're about five minutes over.

Dr. Ian Lee: I'm on my final sentence.

We can see light at the end of the tunnel, and I do not believe that
it requires a hundred billion dollars to cause each of us to venture
outside and to start to live normally again.

Thank you.

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

We'll now turn to the C.D. Howe Institute, with Mr. Robson,
CEO.

Slow and steady, please, and fairly loud as well, Mr. Robson, if
you could. Thank you.

Mr. William Robson (Chief Executive Officer, C.D. Howe In‐
stitute): Thank you very much for the invitation to appear with you
today. It's an honour to be with the committee. My only regret is
that, even as we speak, Jagmeet Singh, leader of the federal New
Democratic Party, is going to be addressing a C.D. Howe Institute
webinar. I had hoped to host Mr. Singh for that event, but when the
invitation came, I thought it was best to respond positively to an in‐
vitation to appear in front of parliamentarians, so here I am. I hope
my contributions will help you in the important work you're doing.

I look forward to your questions. My opening remarks key off
Bill C-14's provisions related to borrowing.

The federal government's current reliance on borrowing, rather
than taxation, to fund its programs is unprecedented. That means
that the apparent cost of federal programs to taxpayers is unprece‐
dentedly low. This situation will not last. I urge members of this
committee to evaluate all fiscal proposals, including those in Bill
C-14, in light of the sharp increase in the tax costs of federal pro‐
grams that is inevitable over the next four to five years.

As you know and have discussed already, Bill C-14 would
amend the Borrowing Authority Act to increase the debt limit from
about $1.17 trillion to $1.83 trillion. Those numbers are astonish‐
ing, as is the fact that this is projected to cover borrowings only un‐
til March 31, 2024, so about three years from now.
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Those of us who remember the federal government's fiscal prob‐
lems of the 1980s and 1990s get little comfort from assertions that
borrowing on this scale is not a problem. Some of you will remem‐
ber that successive governments, Conservative and Liberal, had to
deal with tough trade-offs among programs and taxes during a peri‐
od when interest payments meant that the federal government was
asking Canadians to pay more than a dollar in taxes for every pro‐
gram dollar. We don't want that. We make better decisions when we
are paying a dollar in taxes for every program dollar.

It came up earlier, and let me just say, since I'm talking about the
quality of decisions, that I have not had an opportunity to comment
in this forum on the failure to produce a budget in the 2020-21 fis‐
cal year. That was a failure of accountability that was also unprece‐
dented. Parliament needs and Canadians need proper conversations
about fiscal choices. Those fiscal choices have to hold up over
time, when the normal healthy process of evaluating each program
and each tax, dollar for dollar, resumes.

I'm using this concept of the tax cost of a program dollar because
the hundreds of billions or trillions of dollars that we're now talking
about in programs and debt are a bit hard to grasp. I think it helps if
we boil it down to ask how much tax each year Canadians are pay‐
ing to the federal government for each dollar of program spending
they get.

To give a simple example, if the budget is balanced, the number
is going to be a dollar. It will be a bit more than a dollar if there are
a few cents that are covering interest payments. If the government
is targeting the ratio of debt to GDP—and I know many of you
have talked about this and many economists have advocated it—
then the number is going to be one dollar plus interest and then as
much borrowing, as much of a deficit, as GDP growth allows sub‐
tracted from that. If interest rates are higher than growth rates, as
was the case in the late 1990s, the number will be larger than one.
If interest rates are lower than growth rates, it will be less than one,
but over time it always gravitates towards one.

In the fiscal year about to end, the numbers in the fall economic
statement show that the tax cost of a program dollar was 46¢. The
federal government borrowed more than half of every program dol‐
lar it spent. To repeat, that is unprecedented. Even in the late 1970s,
when the seeds of the fiscal problems of the 1980s and 1990s were
planted, that number never got below 80¢. It won't last.

Even the projections in the fall economic statement, which has
very low interest rates and continued heavy reliance on borrowing
to finance programs, prefigure the tax cost of a program dollar dou‐
bling to 92¢ in 2025-26. If you project further out, it keeps rising. If
you allow for the higher interest rates we're already seeing, it will
surpass a dollar.
● (1225)

The message in my opening remarks is that the apparent cost of
federal programs to Canadians is currently very low. It's less than
50¢ on the dollar. It is going to rise. In round numbers, it's going to
rise back to a dollar. Our choices have to make sense when the cost
of programs is not half-price. Easy credit undermines good deci‐
sion-making. We prevent people from using credit cards to buy lot‐
tery tickets for a reason.

The federal government overextended itself in the 1970s. It ex‐
panded many of the programs, including income supports to peo‐
ple, and transfers to provinces got cut when the tax cost of a pro‐
gram dollar rose in the 1980s and 1990s. If we build big ongoing
programs on the premise that Canadians can have them at 50¢ on
the dollar, we build them on a foundation that will shortly melt
away.

The only programs the federal government should promise are
ones we can sustain: those for which the government is willing to
charge and those for which Canadians are willing to pay full price.

Thank you for allowing me this opportunity to appear. I hope you
found my opening remarks helpful. I look forward to your ques‐
tions and comments.

The Chair: Thanks, both of you, for your presentations.

We are going to be tight on this timeline because we have a hard
stop at 1 p.m. We have about 30 minutes.

Mr. Kelly from the CPC is first on my list.

● (1230)

Mr. Pat Kelly: Thank you so much to both witnesses for their
great testimony.

Mr. Robson, I was particularly struck by the way you've illustrat‐
ed through history how decisions made in the past, in the 1970s, led
directly to the debt crisis of the mid-1990s. When Conservatives or
other commentators talk about the concern for future generations,
this is exactly the history you spoke of. I'll maybe give you a
minute if you want to address that when we undertake decisions to‐
day in a certain environment of interest rates.

To be clear, we understand that we are in a crisis and support the
spending measures that were necessary to get us through the crisis,
but looking forward, if we don't deal with public finance, we risk
doing exactly what the governments of the 1970s did, which would
be to put the future generation at risk. Can you comment further on
that?

Mr. William Robson: There is a lot to be said about the inter‐
generational impacts of what has happened. COVID has been very
hard on young people. It has interrupted their schooling. Those who
are graduating into the labour market currently are facing a rough
time. There are many other things to be concerned about in addition
to the question of when we are going to pay down the cost of this
pandemic.
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I know that there are arguments for spreading it out over a very
long period of time. My own inclination would be to try to get the
people who benefited directly, including from the transfer pay‐
ments, to shoulder some of that cost in the near term, partly because
other things are going to happen in the future. We have now begun
to think perhaps these extraordinary events come along a little more
frequently than we used to think they did.

It is very common for people to talk about the very good fiscal
position Canada was in going into this crisis. That naturally fol‐
lowed from the prudent fiscal policy in the past. I think it would
make sense for current governments to think similarly about what
kind of legacy they're going to leave, because there will be addi‐
tional problems in the future and you'd like future governments to
also be able to say “we were in good fiscal shape when we went
into that”.

On the particular point I was making about how much you pay
per dollar of program spending, I think what I might do in response
to the question is observe that the numbers I'm talking about will be
different depending on the level of interest rates and the level of
growth rates. You can run a deficit consistent with a steady debt-to-
GDP ratio if you are persuaded that it's a good guidepost. I'm not a
big fan myself, but it makes sense. It's sustainable.

No matter what variation on that you choose, at some point the
tax cost of a program dollar is going to be gravitating back towards
one dollar. As I said, if you take apart the numbers in the fall eco‐
nomic statement, you'll see that, even though it's relying on low in‐
terest rates and heavy borrowing, and if you look at the Parliamen‐
tary Budget Office projections, again you'll see the same thing. It's
just going to happen, so my plea—

Mr. Pat Kelly: I do want to get Mr. Lee into this too, but first,
Mr. Robson, Mr. Lee said in his comments that there is no justifica‐
tion to delay a budget, which I think you addressed, fiscal anchors,
and the debt ceiling...giving yourself such room in the debt ceiling.
Would you agree that there's no justification for any of these three
things?

Mr. William Robson: I think maybe it's a problem that the gov‐
ernment is allowing its net worth to become as negative as it is. The
debt we're talking about in Bill C-14, as you know, is a particular
type of debt. The federal government has financial assets and phys‐
ical assets, and it has other kinds of debt. It has a very large unfund‐
ed pension liability. One of the reasons I would like to see a budget
is that I think it's time for an update on all of those things.

Mr. Pat Kelly: Do you—
Mr. William Robson: You have heard me on the question of

whether I think there's too much debt. I think there is too much
debt. I think it's time to rein it in.

Mr. Pat Kelly: Thank you.

Mr. Lee, I appreciated your experience in commercial lending. I
have lots of experience in the mortgage industry myself. Yes, a loan
application that contains no stated purpose is generally just utterly
rejected. I understand that the borrowing limit.... They've tried to
make the argument that the borrowing limit is not the same as actu‐
ally borrowing the money, or even applying to borrow the money,
but yet that is what it is under law. The debt ceiling is set under law,
and there's an application right now to increase that.

Would you care to comment further on that or on either of the
other points? Perhaps you would like to expand on the justification
for a non-budget and fiscal anchors.

● (1235)

The Chair: You'll have to be fairly quick, Mr. Lee.
Dr. Ian Lee: Okay.

In terms of the budget limit, I'm not religious about that. To me,
it's another check and balance. I've been arguing with my students
for years. We tend to think in a democracy, “Oh, yes, we under‐
stand checks and balances. It means an election.” But there are
vastly many more checks and balances than elections. The annual
report of every government to Parliament is a check and balance.
The main estimates are a check and balance. All of these are checks
and balances that are functional and necessary for the efficient
functioning of a democracy.

It's not that I'm sitting around getting all excited and filled with
angst over whether the debt ceiling is going to $1.8 trillion or $1.5
trillion. It's a check and balance on the government of the day to
come forth with a plan to justify what it's doing. It's a very useful
tool. It's not something we're doing just for fun. It's because it's a
useful tool that helps democracies and stakeholders and citizens
and journalists and academics understand what's going on.

I think if we think of it in those terms...rather than, “Well, the
government's going to prove it anyways. Why go through the mo‐
tions?” It's not about going through the motions. It's about the re‐
quirement to be accountable to Parliament and to the Canadian peo‐
ple.

The Chair: Thank you.

We'll go to Mr. Fragiskatos, followed by Mr. Ste-Marie.

Peter.
Mr. Peter Fragiskatos: Thank you, Mr. Chair.

Thank you, Mr. Lee and Mr. Robson, for being here.

Mr. Lee, I was quite interested when you mentioned the
economist Arthur Okun. Thank you very much for bringing his ex‐
ample to the committee. You will be familiar with Okun's law,
which states that for every 1% increase in the unemployment rate,
there is a consequent and very dramatic decline in GDP.

Have I understood Okun's law correctly?
Dr. Ian Lee: I think so. I would make two points, because I think

you're asking me to comment on that. The sixties in that context
were very different. I grew up in the sixties. I do remember the six‐
ties—going for Robin Williams' famous line—and it was a very
different period. I wasn't invoking Okun's law so much as his in‐
sight about equality and efficiency or markets and rights. That's
what I was trying to get across today.

Mr. Peter Fragiskatos: Point taken, but by invoking him, I think
you raise someone who's quite relevant and whose thoughts and
ideas are quite relevant, specifically with regard to some of the mat‐
ters that we're discussing at the committee today.
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I know you have issues with government spending, and that's fair
to raise, but in the context of COVID-19, I wonder what else gov‐
ernment could have done.

For example, have you had a chance to read the recent report of
the International Monetary Fund, the IMF, that focused specifically
on Canada? It was released this month, so it's very recent. If you
haven't had a chance to look at it, that's quite understandable.

It did say that if emergency programs such as the wage subsidy
and the Canada emergency business account—which is, of course,
the loan that now goes up to $60,000 for small businesses—the rent
subsidy support, and many other examples that have been intro‐
duced, which admittedly are expensive, but have helped to sustain
the country.... That's not just political spin here; that is the reflec‐
tion of the IMF as well. It found, in this report, that unemployment
would have risen by 3.2% beyond what we saw last April, which
was 13% unemployment in Canada. It could have been even worse.
As far as economic output goes, we would have seen, according to
the IMF, a decline of 8% beyond what we saw in terms of the GDP
decline.

What do you make of this? Absent the introduction of emergency
programs, we would have had an enormously difficult time in
Canada. We just heard from the Parliamentary Budget Officer, for
example, who made clear to this committee that if emergency pro‐
grams had not been introduced, Canada would have seen a situation
of—he didn't use the term, but I think he might as well have—a de‐
pression.

What do you make of these things?
● (1240)

Dr. Ian Lee: To your first question, whether I read the IMF re‐
port, yes, I did. Yes, they commended us on our response. I've nev‐
er suggested—I think you're dichotomizing this or turning it into a
Manichaean argument of the light being on or the light being off. I
have never said, and I don't think any Canadian has said, that we
shouldn't have helped anybody. The issue has never been whether
we should help anybody versus not help anybody. The question is
targeting, I think, a more precise, surgical targeting. We're the only
country—and I've looked at the OECD report on this and at the
StatsCan report—that paid out 150% of the total job loss income.
That violates, I believe, the principle of the unemployment insur‐
ance system that all Canadians have supported all the way back to
Mackenzie King. That is that you don't get 150% of your loss. If
you're making $1,000 a month, and you go into the unemployment
insurance office, they don't give you $1,500. They give you a por‐
tion of your job-loss income.

We've paid out more, in percentage terms—so we're comparing
normalized data and not absolute data—than has anybody else, and
those resources are scarce. Those resources that were squandered
with our paying more than we needed to could have been used to
pay other people who needed more help.

The issue is not whether we should help people; the issue is can
we not ensure that we provide the greatest amount of help to the
people who suffer the most.

Mr. Peter Fragiskatos: Mr. Lee, thank you very much. I think
we'll agree to disagree. First of all, we're seeing a much better

labour market participation rate in Canada than in other G7 coun‐
tries. Also, the rate of savings in Canada has increased to the point
now where many economists—not all, to be fair—are looking at it
and saying that with the pent-up demand that currently exists, once
we're past the pandemic, Canada will be very well positioned be‐
cause there is a high rate of savings that Canadians have been able
to accumulate. That will have, obviously, a tremendous positive im‐
pact on the Canadian economy.

Let me end on something that I think we can agree on, which is
the need to focus on infrastructure and to focus on it in a way that
will increase Canada's competitiveness. You gave a number of ex‐
amples of how in a future budget, government could prioritize
things like ports, and you mentioned rail, for example. Could you
expand on that? I think it's an important point.

Dr. Ian Lee: I do, too. Thank you.

Infrastructure has been studied, as you can guess, literally going
back to Adam Smith.

I would bring up something in response to your question. I testi‐
fied before this committee back in 2008-09, and I looked up the da‐
ta on infrastructure spending. I think the data I'm quoting to you to‐
day is still current—I could be wrong, so please double-check me.
Infrastructure in 2010, 2011 and 2012, based on all the studies that
were done, had a higher multiplier than any other form of govern‐
ment intervention. This was confirmed by U.S. studies and Canadi‐
an studies. The number was 1.6 at the time. I remember it, and in
fact Minister Flaherty had it in the appendix of one of his budgets,
2011-12.

In other words, every $1 billion you spend on infrastructure gen‐
erates $1.6 billion of economic activity, whereas giving cheques to
people can be used to pay down debt, or they can put it in a bank
account. They might not spend it, whereas with infrastructure you
know it will be spent because the contractor who is building the
bridge or the road or the pipeline will not be paid until they build
the bridge or the road or the pipeline, so you know it's going to be
invested in the economy.

Second, to your point, infrastructure has been studied, and the
reason it's so important for economic productivity and growth is
that anything that contracts...or increases the efficiency of the
movement of goods or services across the country, whether digital‐
ly or physically, enhances the growth and the productivity of the
economy.

I think that's why the multiplier is larger and has a net-positive
impact on the economy—whether it's railroads, airports, airlines or
digital infrastructure broadband.

Mr. Peter Fragiskatos: Thank you.

The Chair: We have Mr. Ste-Marie, followed by Mr. Julian.
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[Translation]
Mr. Gabriel Ste-Marie: Mr. Chair, since Mr. Julian has to leave

the meeting soon, if we could trade our turns, he could ask his
questions now. I will then speak afterwards.
[English]

The Chair: Yes, it's not a problem.

Mr. Julian, go ahead.
● (1245)

[Translation]
Mr. Peter Julian: Thank you very much, Mr. Chair.

Thank you so much, Mr. Ste-Marie. This is extremely kind of
you. I really do have to leave the meeting soon.

Mr. Chair, I would also like to advise you that I am going to give
Ms. May the last minute of my time.
[English]

Thanks to our witnesses for being here. We certainly hope that
you and your families are staying safe and healthy during this pan‐
demic.

Thank you, Mr. Robson, for the shout-out to Jagmeet Singh, who
is speaking today at the C.D. Howe Institute. I'm missing it too, so
unfortunately we're both missing what I certainly hope will be our
next prime minister speaking at the C.D. Howe Institute.

I wanted to come back to the issue that you raised, Mr. Robson,
about the fact that there has been no budget. We just had the Parlia‐
mentary Budget Officer on, and he talked about the fact that there
simply isn't another industrialized economy that has waited more
than two years for a national budget, so I'd like to come back to
that.

How big a failure is that, when we're the only industrialized
country that hasn't produced a budget in over two years?

Mr. William Robson: I do think it is deeply regrettable.

We've already talked about the international comparison. Let me
point out that here, within Canada, the provinces and territories
have produced budgets, and municipalities have produced budgets.
They all faced important uncertainties about what was going to
happen. In some cases, those uncertainties would have been exacer‐
bated by the fact that the federal government didn't produce a bud‐
get. The federal government's activities matter a great deal to the
provinces, the territories and the municipalities.

One thing that I think is important to note is that budgets have
traditionally been extraordinarily complete in the numbers they lay
out and in their expression of the fiscal plan. I do not think the fall
economic statement was an adequate substitute for a budget.

I will point out just one thing that really troubled me about the
fall economic statement, and that was that we had between 70 and
100 billion dollars' worth of additional stimulus spending pencilled
in, with different kinds of potential profiles over the three years,
and yet even though this contemplated additional borrowing, there
was no adjustment for the interest costs that would be involved in
that additional borrowing. That looked to me a little bit as though it

was pencilled in without the fiscal planning that you would normal‐
ly expect around something as significant as that.

I do look forward to a budget. I think it's highly regrettable that
we missed one, and I think it's high time that we got one that was
appropriately complete when it comes to helping Canadians and
parliamentarians understand the fiscal plan.

Mr. Peter Julian: Thank you very much for that.

I have one more question before I pass things over to Ms. May,
and it's around the issue of revenue. You talked about spending and
how we raise money through taxation to make sure that we can pay
for programs.

Over 80% of Canadians support a wealth tax. We've seen
Canada's billionaires increase their wealth by over $60 billion so
far during the pandemic. How do you see measures like a wealth
tax actually ensuring that we have the wherewithal to pay for the
programs that you have cited as programs that are important for the
health and well-being of Canadians? How important is it for the
federal government to actually get the revenue side right?

Mr. William Robson: I think increased revenues will definitely
be part of the answer. We are not going to sustain the programs that
we're talking about unless there is something done on the revenue
side.

In fact, I would go back to what I said about the cost of a pro‐
gram dollar. I think you're doing Canadians a service by charging
them full dollar for the programs they're getting, because ultimate‐
ly—as I was talking about with respect to history and the projec‐
tions—that's what it's going to cost. You're not doing anyone any
favours by pretending that you can have these things for 50¢ on the
dollar.

About particular taxes, including the wealth tax, I would say that
we have to be realistic about what kind of revenue yield there is go‐
ing to be. I myself am wary about taxes that hit high-earning people
harder than others, because we already have a brain drain to the
United States. We haven't paid so much attention to it over the last
little while, but the people who leave Canada—and there are about
70,000 of them every year—tend to be relatively highly educated
and relatively high-earning people. We don't want that to continue.
We want them to stay here in Canada. The—

Mr. Peter Julian: I'm sorry to interrupt, because I do want Ms.
May to ask her question.

Thank you very much, and thanks again to Mr. Ste-Marie for his
generosity.

● (1250)

The Chair: Ms. May, you have about a minute.

Ms. Elizabeth May: Thank you very much.

Also, thanks to Gabriel Ste-Marie for giving Peter the time that
he just gave me.
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I'm going to resume with a question that I was asking the Parlia‐
mentary Budget Officer earlier. We're very concerned with any in‐
crease in inflation, as obviously we have a lot of debt as a nation,
but in two conversations this committee has had with two gover‐
nors of the Bank of Canada, Steve Poloz and Tiff Macklem, both
expressed not so much concern about inflation, but see deflation as
a bigger risk.

If there's time, I'm not sure which one of the witnesses, Ian or
Mr. Robson, is more interested in taking this up. What do you see
as the relative risk between deflation and inflation?

The Chair: Who wants to go?

Go ahead, Bill.
Mr. William Robson: I wrote a piece in The Globe and Mail on

this just this week, so perhaps I'll jump in.

The answer to your question is very much dependent on what
kind of time frame we're talking about. I think the central banks
have had a tough time even hitting their inflation targets over the
past decade. I'll call them tactical errors: misreading the strength of
the economy and perhaps being too quick to raise their short-term
interest rates because they thought the economy was doing better
than it was. We saw generally around the world this failure to hit
inflation targets.

As I look at the longer term, and particularly when I look at
what's happening in the United States, I feel a little differently.
Central banks are buying huge amounts of these government debts
that are being issued. Here in Canada, as you know, the Bank of
Canada has a commitment to keep buying at least $4 billion per
week. The Fed, similarly, is absorbing large amounts of U.S. gov‐
ernment debt.

What happens when the central bank gets to the point where they
see inflation back on target, back where they want it, and they stop
absorbing that debt? We've been there in the past. When the federal
government had its fiscal problems in the 1990s, I remember that a
lot of people said that the Bank of Canada should be buying more
debt and getting those interest rates down to make the fiscal chal‐
lenge easier to meet.

We didn't go that way, ultimately, but that was because the mem‐
ory of inflation—when you did have too much debt being mone‐
tized by the central bank—was so fresh. People hate inflation when
they actually experience it. I do worry as we look out over the
longer term that we might be on that road. It would very much reas‐
sure me, particularly in the United States—not just in Canada—if I
saw the federal government there willing to match its revenues and
its expenditures more closely and stop relying on the central bank
to buy so much of its debt.

The Chair: Thank you.

We went considerably over there, but I think we needed a ful‐
some answer on that question.

We'll turn to Mr. Ste-Marie, and then we'll have time for one
question each from Ms. Jansen and Ms. Dzerowicz.

Gabriel, go ahead.

[Translation]

Mr. Gabriel Ste-Marie: Thank you, Mr. Chair.

Good afternoon, gentlemen.

My questions will be going to Mr. Robson and Mr. Lee.

I would like your advice on the following. A few weeks ago, the
former Senior Director and Regional Representative at the Bank of
Canada, Mr. Miville Tremblay, wrote an opinion piece in La
Presse.

In that piece, he seemed to align himself with the thesis put for‐
ward by Ben Bernanke, the former Chair of the Federal Reserve in
the United States, who described a global problem of too much
money saved and too little invested, saying that the imbalance can
particularly be seen with the low interest rates.

Do you agree with that analysis? Do you believe that the imbal‐
ance could resolve itself more quickly than we think and that inter‐
est rates and, potentially, inflation could go up?

[English]

Mr. William Robson: If I may jump in, I'll say that in the short
run, I think there is going to be upward pressure on interest rates,
because the economy is reviving and governments are still borrow‐
ing a great deal, so you have competition in credit markets that is
likely to raise interest rates.

Over the longer term, many people who look at the situation that
Mr. Tremblay was describing have looked at demographic explana‐
tions, in that we have had such a large proportion of the population
in many countries, including here in Canada, in their peak saving
years. To the extent that is responsible for the glut of saving and the
fact that we saw low interest rates, that is now going into reverse.

There have been major forces that have caused interest rates to
be low and there to be a large amount of saving looking for oppor‐
tunities in the world. Some of those—both in the short term be‐
cause of the revival of the economy and in the longer term because
of demographics—are now reversing, and we will likely see higher
real interest rates in the future.

● (1255)

[Translation]

Mr. Gabriel Ste-Marie: Thank you.

What do you think, Mr. Lee?

[English]

Dr. Ian Lee: I'll be very quick.

I agree with Bill completely.
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I just want to mention a couple of names. Charles Goodhart, the
81-year-old retired LSE professor of monetary policy, has written
several books and was 30 years before that at the Bank of England.
He is making the same argument in his latest book that Bill was.
The boomers, in our peak years, were generating huge amounts of
savings, and now we're going into our senior years when we're go‐
ing to start—the evidence shows—to dissave. That's an ugly term
for saying that you start to spend your savings because long-term
care homes are expensive, you go on trips and cruise ships, and so
forth.

The second point he made was that the emergence of China and
the collapse of the Soviet Union in the early nineties brought hun‐
dreds of millions of consumers and workers into the world, which
drove down wages, and that contributed to the very low interest
rates as well. That's going to reverse, going forward.

He is on the record—I saw an interview of him recently, this
year—suggesting that rates could go to 5% over the next five years.
That's not huge compared to when I was at the bank, when they hit
20%, but we're used to one-quarter of one point. To go to 5% is go‐
ing to be just apocalyptic for many of us.

I am agreeing with Bill, and I think rates are going to go up, for
those reasons.

Mr. William Robson: Chair, if I may advertise, we're missing
Mr. Singh's presentation at the C.D. Howe Institute, but if you're in‐
terested in what Charles Goodhart has to say, you can tune in to
that. We should have more parliamentarians at our meetings.
[Translation]

Mr. Gabriel Ste-Marie: Thank you.

I will stop there, so that my colleagues can ask their questions.
[English]

The Chair: Thank you, Gabriel.

We'll have about two minutes each for Mrs. Jansen and Ms. Dze‐
rowicz.

Mrs. Jansen.
Mrs. Tamara Jansen: Thank you, Mr. Lee, for pointing out that

no bank will lend money to a private business without a plan.

I made many a bank presentation in my time and, as you pointed
out, was always required to present a clearly articulated plan on
how the farm was going to spend those borrowed dollars. Without a
budget and a plan, no regular Canadian is able to borrow a dime.

This government just seems so out of touch that it doesn't think
those rules apply to it, and honestly, I have a tremendously hard
time voting for Bill C-14 as is. Although Canadians continue to
need support for what appears to be longer than any other G7 coun‐
try due to the government's poor vaccine procurement, to green-
light $100 billion in consumption spending, as well as to increase
the debt ceiling, without a plan or a fiscal anchor in sight is just
painful.

Without assurances that funding will focus on growth and inno‐
vation, as well as a corresponding budget to detail the fiscal plan, I
am wondering if you think we, as parliamentarians, should vote in

favour of this bill. I honestly feel I'm between a rock and a hard
place because of the way the bill is crafted.

Dr. Ian Lee: Ms. Jansen, I won't tell you how to vote, as that
would be presumptuous of me, but I do want to once again reiterate
that these norms.... I've been fascinated all my life by British histo‐
ry and the constitutional evolution, because my late father was a
Brit. I've studied it. The idea of a budget goes back to the dawn of
the Westminster parliamentary system. It goes literally all the way
back, 500 or 600 years, to when they seized control from the
Crown, who insisted on saying, “I'm in charge. You get lost. I'll do
whatever I want.” They said, “No, no, no. In a democracy, you can't
do that.”

It's a tool of accountability. It's not some bureaucratic rule that's
arbitrary. It's a tool of accountability and it's used for decision-mak‐
ing. I mean, investors look at budgets. The credit rating agencies
look at budgets. Professors do. Voters do. Journalists do. This is not
some frivolous requirement. Any government should be willing to
say, “Look, this is who we are. This is what we stand for. Here is
our plan.”

The Chair: Ms. Dzerowicz, you get to wrap it up.

Ms. Julie Dzerowicz: Thank you so much, Mr. Chair.

My question will be directed to Mr. Robson, but first I want to
make sure that something else is on the record around the budget. I
don't want Canadians who might be listening to think that there's
been a deliberate attempt by our government to not be transparent
or accountable. Last year we actually announced a budget date.
That was Monday, March 30. We didn't follow through with it, be‐
cause there was a massive pandemic, and that had to be sidelined.

I also want to remind everyone that we did have reports every
two weeks, once we started up with the finance committee, to make
sure we were transparent and accountable with our spending. It
took part right up until the end of August, when we prorogued.
When we came back into session, then we were accountable
through our Parliament. There also is an intention to be presenting a
budget. I don't want people to think that's not coming—it is—or
that we haven't been accountable and transparent.
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Mr. Robson, in your opinion, how should the federal government
have spent or financed emergency and economic restart programs?
We have heard time and time again from many economists that if
we hadn't spent what we did, our economy would have been much
worse. We also have really good data to show that we're actually
doing fairly well, considering. When we look at our labour partici‐
pation rates, we are doing better than Germany, the U.S. and Japan.
When we look at the fourth quarter of Canada's GDP growth, we
grew more than the U.K., the U.S., Germany, France and Italy.

If you are worried about our debt levels, how would you have
done things differently?
● (1300)

Mr. William Robson: The C.D. Howe Institute and I myself
were at the forefront, early on, of urging some of the relief mea‐
sures that we have seen. I am not critical of the CERB in principle.
I am not critical of the CEWS in principle. I am not critical of many
of the credit supports the government put in place. I admire them. I
think they were timely. I was impressed with the speed of execu‐
tion.

The concerns I have are more forward-looking. As was alluded
to earlier, we are in a situation where many of the challenges we
face economically are not related to propping up demand. The de‐
mand is there and the savings are there. What they are related to is
the reopening of the economy...both the safety from the coronavirus
and many of the infrastructure challenges. I'll just elaborate by say‐
ing that much of the investment that we now need to undertake in

airports and at the border, for example, is related to the need to
make travel and the movement of goods and services safer and eas‐
ier now that we are in this new situation.

The main point of my remark about the tax cost of program
spending was about what comes next. There is a lot prefigured, in
the fall economic statement, the Speech from the Throne and other
promises that we have heard, about new ongoing programs. I would
say that's out of place, at this point. We really ought to be thinking
about things that will make the economy function better as we re‐
open and as we need continuing protection from the coronavirus.
That's the main focus and the appropriate focus for future economic
growth.

The Chair: With that, we will have to end it.

Thank you, Mr. Robson and Mr. Lee, for appearing. We had very
good, wide-ranging discussions, I think. They brought out quite a
number of key points.

Before I adjourn, I want to wish Pat, Tamara, Ted and Ed a pro‐
ductive, fruitful and good convention.

Mr. Pat Kelly: Thank you, Wayne.

And thank you, everyone, for your flexibility. That will allow us
to attend our party's convention. I appreciate it. Thank you.

The Chair: It's not a problem. That's great. Have a good conven‐
tion.

The meeting is adjourned.
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