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® (1710)
[English]

The Chair (Mr. Peter Fonseca (Mississauga FEast—
Cooksville, Lib.)): I call the meeting to order.

Welcome to meeting number 143 of the House of Commons
Standing Committee on Finance. Pursuant to Standing Order
108(2), the committee is meeting to discuss the subject matter of
Bill C-69, an act to implement certain provisions of the budget
tabled in Parliament on April 16, 2024.

Today's meeting is taking place in a hybrid format, pursuant to
Standing Order 15.1.

Before we begin, I'd like to remind all members and other meet-
ing participants in the room of the following important preventive
measures.

To prevent disruptive and potentially harmful audio feedback in-
cidents that can cause injuries, all in-person participants are re-
minded to keep their earpieces away from all microphones at all
times. As indicated in the communiqué from the Speaker to all
members on Monday, April 29, the following measures have been
taken to help prevent audio feedback incidents.

All earpieces have been replaced by a model that greatly reduces
the probability of audio feedback. The new earpieces are black in
colour, whereas the former earpieces were grey. Please only use the
approved black earpiece. By default, all unused earpieces will be
unplugged at the start of a meeting. When you are not using your
earpiece, please place it face down on the middle of the sticker for
this purpose, which you will find on the table as indicated.

Please consult the cards on the table for guidelines to prevent au-
dio feedback incidents. The room layout has been adjusted to in-
crease the distance between microphones and reduce the chance of
feedback from any ambient earpiece.

These measures are in place so we can conduct our business
without interruption and protect the health and safety of all partici-
pants, including the interpreters. Thank you all for your co-opera-
tion.

I'd like to make a few comments for the benefit of the members
and witnesses.

Please wait until I recognize you by name before speaking. For
members in the room, please raise your hand if you wish to speak.
For members on Zoom, please use the “raise hand” function. The
clerk and I will manage the speaking order as best we can. We ap-

preciate your understanding in this regard. Remember that all com-
ments should be addressed through the chair.

Now we will resume debate on the motion by Mr. Turnbull, the
amendment by Mr. Hallan and the subamendment by Mr. Morantz.

The speaking order I have is from yesterday. Starting off is MP
Lawrence, then MP Chambers, MP Genuis and MP Green, if
they're around.

MP Lawrence, you have the floor.

Mr. Philip Lawrence
South, CPC): Thank you—
[Translation]

Ms. Marie-Héléne Gaudreau (Laurentides—Labelle, BQ): |
have a point of order, Mr. Chair.

(Northumberland—Peterborough

I don't want to make you repeat yourself, but I have tried three
earpieces. I'm sure the discussion will be quite interesting. Howev-
er, before I listen to my colleague, I would like to have a piece of
equipment that works.

® (1715)
[English]

The Chair: We're going to suspend to make sure everything is
working with our sound system.

® (1715) (Pause)

® (1715)

The Chair: We are back. The sound seems to be working now.

We are going back to MP Lawrence.

Mr. Philip Lawrence: Thank you very much, Mr. Chair. It's al-
ways a pleasure to be here.

I'll just set the stage for what I hope will be some productive dia-
logue, either in a formal or informal stance going forward.

Here's where we are right now: A programming motion was put
forward by Mr. Turnbull that would substantially limit the amount
of debate and discussion on the budget. The budget is a 600-plus-
page document, and I don't find it unreasonable at all that it re-
quires sufficient debate. As discussed earlier and suggested by the
Liberals, the NDP and, of course, the Conservatives, it is one of the
most important documents a government can put forward in a given
year. Mr. Davies raised that issue as well when he said we need
some more debate. That's one of the issues with this document.
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Also, we are well behind the eight ball with respect to money
laundering, which has been highlighted by the recent discussion of
TD Bank's anti-money laundering protection issues. We definitely
need to accomplish some work on studying money laundering. It is
completely four-square within the finance committee's mandate to
study the anti-money laundering act, as we were asked to do by the
Deputy Prime Minister more than a year ago, I believe, so we need
to get on with that work.

Finally, the Conservatives have called for Mark Carney to appear
as a witness. Mr. Carney, of course, was governor of the Bank of
Canada and governor of the Bank of England and is organizing to
be the next leader of the Liberal Party. All of that, I believe, is in
the public domain and has been reported.

Those are some of the issues that the Conservatives need to get
resolved.

The final issue is that, as said, the amount of debate and discus-
sion is being severely limited and curtailed so that clause-by-clause
consideration will end at the beginning of June. We all know that
things can change and that information could come up with regard
to the 600-page budget document. Putting that cap on the study of a
600-page document when significant issues have come up before—
such as the SNC-Lavalin affair, in which a deferred prosecution
agreement was placed in a large omnibus budget bill and unfortu-
nately wasn't caught until well after the fact—means that due dili-
gence is required there as well.

However, in the spirit of collaboration, Conservatives would like
to see us moving forward, and although this proposal doesn't repre-
sent the entire solution, hopefully it does move us in the direction
of a much-needed study of this budget.

I'll be seeking unanimous consent to, one, withdraw the suba-
mendment moved by Marty Morantz and, two, invite Mark Carney
to testify on Bill C-69 by himself for no less than two hours. I think
we can make substantial progress if we get unanimous consent on
that.

Mr. Yvan Baker (Etobicoke Centre, Lib): There's no unani-
mous consent.

Mr. Philip Lawrence: That is unfortunate. As members are
aware, witness invitations are up to the individual parties. This is
not actually putting in anything new that we are not allowed to do
otherwise. This is a little bit surprising. I would like to continue the
process of studying this budget, and with some depth, hopefully, as
the budget will affect millions of Canadians. In fact, nearly all
Canadians will have some exposure to it.

® (1720)

With that, I would like to talk a bit about the economy this bud-
get will come into. I've noted before, at some length, that our econ-
omy is suffering. I'm glad to see that there is considerable conversa-
tion about it now. Certainly I wasn't the first to talk about produc-
tivity and our economy.

The reality is that our GDP per capita is the worst in the G7, and
we continue to struggle with a productivity crisis here in Canada.
I'm surprised we don't have more coverage or more discussion
about the fact that we are experiencing in Canada a lost decade. For

the last 10 years, GDP per capita has basically been flat, and that's
extremely challenging. GDP per capita is basically the measure of
economic output or the wealth or the prosperity of the average
Canadian, and 10 years of zero growth is nearly unprecedented. It's
the worst 10 years Canada has experienced since the Great Depres-
sion, actually.

We are actually in one of the longest recessions in Canadian his-
tory right now, if we measure GDP per capita per quarter. Canada's
extensive population growth has masked that fact. Because its pop-
ulation is growing, the country is producing more, but on a per-per-
son basis, a per capita basis, Canadians are actually getting poorer
as every year goes by.

I would like to bring to the committee's attention several com-
mentators' thoughts on the economy.

I'll start with Vivek Dehejia. This is from an article he wrote on
March 24, 2022. Although some time has elapsed, not much has
changed. He wrote the following:

During last fall's election campaign, while the Bank of Canada's mandate was
under review, the prime minister made the perplexing claim that he “doesn't
think about monetary policy.” Even so, his re-elected government renewed the
central bank's inflation target at the two per cent midpoint of a one to three per
cent band. But the latest data tell us inflation is now running at 5.7 per cent.
That's the highest we've seen it since the early 1990s, and it's rising. The prob-
lem it poses is real, pressing and getting worse.

What Vivek is talking about there is the fact that we were facing
high inflation. Although inflation is now at 2.7%, it's often said by
economists that the last mile of inflation is the hardest to get down.
It gets very sticky when you get to or around the target range. The
potentially very serious issue is that if the Bank of Canada brings
down interest rates prematurely and gets the economy fired up
again and the housing prices start to increase and other factors start
to increase, it could create a false start. Inflation could really dig in,
and the Bank of Canada would have to raise interest rates again,
which would obviously be a rough outcome.

The last time a Trudeau was Prime Minister, this is exactly what
happened. There was an initial false start, with inflation starting to
come down and interest rates starting to come down, and then they
had to be brought up again. This is what we want to avoid.

It's particularly dangerous because of the precarious nature of the
Canadian mortgage market. There are a series of mortgages issued
by some of our major banks that have variable interest rates but lev-
el payments. What that means is if you're paying $1,000 every two
weeks or $2,000 a month, that payment stays the same. However,
the interest rate that underpins the mortgage contracts continues to

vary.

® (1725)

This means you can actually get into a position where, because
interest rates went up so quickly, you are paying less than the actual
interest payment on your mortgage, which creates the effect of the
principal actually increasing over time.
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Many mortgages in Canada are for five-year renewable terms. If
we look back five years ago, we see some very low interest rates.
When they renew at these higher rates, it could cause a tremendous
shock. That would definitely be exacerbated by a further increase in
interest rates. That's why Mr. Macklem is in a difficult position as
to when and how quickly he lowers interest rates. If in fact inflation
starts again, it could have very serious consequences for Canadians,
particularly those in the mortgage industry. He's being very circum-
spect, and rightly so, about whether he will reduce interest rates.

The odd comment isn't.... I'm quite frankly surprised that we
haven't heard more from the media or otherwise from the Liberal
Party. In a seemingly flip comment, the Prime Minister did say that
he was “sure” that interest rates would go down. Even if he's right
with that prediction, it's troubling that he would make it in such a
guaranteed, confident way, because there's no way he could know
that unless he was inappropriately directing the Bank of Canada.
I'm certainly not making that allegation today, but it is very strange
that he would make that commitment, that guarantee, that interest
rates would go down when he would have no way of doing that ex-
cept through ways that would be inappropriate.

I actually asked the Governor of the Bank of Canada, Tiftf Mack-
lem, about that, and he seemed bemused or confused by it as well.
There's certainly no way, through appropriate channels, that a
Prime Minister could in any way guarantee that interest rates would
go down.

To go on, one of the things that Liberals have said is.... I'll con-
tinue with Vivek's article here. He wrote:

The government says inflation is a “global problem” and it's true that most ad-
vanced economies are also experiencing rising prices. But that's because they're
following the same hyper-expansionary policies. Our own inflation is the cre-
ation of the Bank of Canada. The chart shows CPI inflation, as well as the
growth of two definitions of the money supply (M1+ and M2++) over the last
decade. Money growth was steady for much of the period but began creeping up
in the middle of 2019 and has since grown explosively as the bank and the gov-
ernment have worked to prevent a severe economic downturn. Although their
growth has tapered off, these aggregates are still growing at extraordinary rates.
For example, M1+, which is currency held by the public and all chequable de-
posits at financial institutions, is still growing at a jaw-dropping 14 per cent.

The reality is that if we perform an objective study with intellec-
tual integrity and vigour, we'll find that the same policies yield
more or less the same results. They are socialist policies.

We could, of course, point to obvious examples of these policies
in the extreme, such as the Soviet Union and its horrendous record
of death and destruction. Millions of Russians, Ukrainians and
Poles, among many other ethnic groups, were sent to their deaths
and to gulags under these socialist Soviet Union programs. We
could point to that. We could point to Cuba or Venezuela, where the
people have suffered tremendously. Those are the extremes.

I'd like to use three examples that are not quite as extreme in na-
ture, although they certainly had devastating outcomes on their peo-
ple.

® (1730)

One would be Israel. We'll start with Israel. Shortly after World
War 1II, they embraced many socialist collectivist policies and, of
course, most notably, are known for the kibbutzim, the collective
farms that Israel utilized, whereby produce would be gathered and

utilized among the collective. It actually didn't have terrible results
initially, but a series of economic crises hit, including hyperinfla-
tion. You'll see that this is the usual outcome of expansionary so-
cialist money policies. You see economic growth slow down and
inflation increase. That's exactly what happened in Israel.

Eventually, it was turned around—in fact, through some of the
interventions of Ronald Reagan in pushing Israel to a free market
system. The result was that Israel, since the year 2000, has actually
had one of the strongest economic records of all countries across
the world. It's an amazing story of the difference between socialism
and free market capitalism.

The second example I'd like to use is that of the United King-
dom. The United Kingdom similarly, but in a different variation,
adopted many socialist policies shortly after World War II, includ-
ing the nationalization of nearly every major industry. That led to,
once again, extremely slow and painful economic growth and high
rates of inflation. In fact, by the late seventies, it was referred to as
the “sick man of Europe”. Then Margaret Thatcher came to power.
Margaret Thatcher, of course, sold off many of the industries and
embraced free market policies, and Great Britain tamed inflation
and brought economic growth back to the United Kingdom.

The third example I'd like to give you is actually that of the
world's largest democracy: India. Even before World War 11, India
embraced the idea of self-reliance after being put through some
very difficult times through colonialism. India was determined to
be self-reliant, which is a virtuous goal in itself, I think, but unfor-
tunately that led to isolationism and a scorning of capitalism and
free trade, which led India to very poor levels of economic perfor-
mance and very high rates of inflation. Then India also switched to
a more free market and free trade economy, which turned around
their economy. We can all see that India's economy is currently tak-
ing off. Its record of growth is huge, which is tremendous, because
it's that economic growth that will bring a country to prosperity.

We've seen the same playbook here in Canada. We saw some of
the socialist policies of Prime Minister Trudeau. Initially, the results
weren't that bad because they were living off the legacy of former
prime minister Stephen Harper and his fiscal restraint and common-
sense approach to taxation, regulation and natural resource explo-
ration, but then you get to the point where these policies.... It's like
death by a thousand cuts. Your lack of focus on productivity and
economic growth and your over-regulation and overtaxation slowly
suffocate economic growth, and where are we?
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Well, we are now in the period of a lost decade. Our GDP per
capita is among the very slowest and lowest in the G7. Our infla-
tion continues to be painfully high. It has gone down, but the reality
of how inflation works, of course, is that it measures the rate of
growth. Not only are we dealing with a 2.7% increase; we're still
dealing with a legacy of having inflation at 6%, 7% and 8%. Those
rates are still built into the prices. Those prices have not come
down; they're simply not growing as fast. That pain is still being in-
flicted on Canada.

® (1735)

Of course, we saw three major reports out today that were calling
the Canadian economy further into question.

This happens nearly every time with any type of socialist govern-
ment. You get to a certain point, and even the most ardent of ideo-
logues and believers struggle with rationalizing the poor results.
The only way that they can rationalize it to themselves and to oth-
ers is to find a bogeyman, a straw man argument—it's someone
else's fault.

The Liberal government has tried many different culprits or vil-
lains. They've said the economy was a global problem. They've
said—this is more the NDP—that the high costs are the result of
corporate greed.

The challenge with those narratives is they don't fit the timing of
what has happened. It isn't as if grocery stores were all the best citi-
zens, were not self-interested and were benevolent in nature prior to
three years ago, and then they all suddenly got greedy. The timing
just doesn't work. There's no correlation or causation.

There's no doubt grocery stores, like many other companies, are
self-interested. They are profit-seeking organizations. However,
that hasn't changed. It was the same five, 10 and 20 years ago. Now
there are reforms that we can put in place, such as allowing addi-
tional competition, which will push prices down. It doesn't make
sense.

Do you know what does fit? It almost jumps off the page, actual-
ly. It is the election of the Liberal government in 2015 and a slew of
terrible economic data from productivity and GDP per capita. The
graphs almost walk in lockstep with the election. If you're not a be-
liever at that point, if you watch a line graph, then you should com-
pare inflation, GDP per capita, and now unemployment numbers,
which are now starting to pop up to over 6.1%.

That is with the expansion of the money supply. Milton Fried-
man, a Nobel Prize-winning economist, said many years ago that
inflation is and always will be a monetary policy creation. If you
print more money, you get inflation. It's really that simple.

What exacerbates that in Canada—and also in many other failed
socialist experiments—is that if you have more dollars chasing
fewer goods, then they're going to get more expensive even quick-
er. What you want is an economy that has a firm monetary policy
that allows a dollar to be worth a dollar, but that's also producing a
surplus—hopefully a surplus—of goods and services. The more
services and goods an economy can provide, by definition, the
more the price will go down.

I've only made it to the second paragraph here of this article. I
should probably continue. I'll just read the last line so we have
some flow here. It says:

For example, M1+, which is currency held by the public in...chequable deposits
at financial institutions, is still growing at a jaw-dropping [rate of] 14 per cent.

To put that in perspective: to maintain an inflation rate around two per cent and
allow a bit of a margin to prevent deflation, the money supply should grow at
[between] five to six per cent.... We are currently [well] above that. Meanwhile,
the current policy interest rate is at...0.5 per cent, well below...the most conser-
vative estimates of the “neutral” rate—the rate consistent with full employment
and stable inflation, which the bank estimates [at between] 1.75 and 2.75 per
cent. Conclusion? Monetary policy is highly inflationary right now.

® (1740)
[Translation]

Ms. Marie-Héléne Gaudreau: [ have a point of order,
Mr. Chair.

The interpreters do an excellent job. However, I think that they're
having trouble keeping up with my colleague. He's reading his text
too quickly.

I had to interrupt my colleague, since I don't want to miss any-
thing. I would like him to repeat the last two or three sentences.
This would provide a break for the interpreters, who again are do-
ing an excellent job.

The Chair: Thank you, Ms. Gaudreau.
[English]
For the interpreters, please slow it down and speak clearly.

Mr. Garnett Genuis (Sherwood Park—Fort Saskatchewan,
CPC): On the same point of order, Chair—

The Chair: You don't have the ability to speak, because I don't
see implied consent here from the members. The member is not at
the table—

Mr. Garnett Genuis: Chair, I'm raising a point of order regard-
ing interpretation.

The Chair: We are on MP Lawrence.

Continue, please.

Mr. Garnett Genuis: It's a point of order, Chair.
The Chair: MP Lawrence, continue.

Mr. Garnett Genuis: [ have a point of order.
The Chair: MP Lawrence, continue.

Mr. Philip Lawrence: I'm sorry. I'll speak more slowly and try
to be a little clearer.

To put that in perspective: to maintain an inflation rate around two per cent and
allow a bit of a margin to prevent deflation, the money supply should grow at
five to six per cent per year. We are currently...above that. Meanwhile, the cur-
rent policy interest rate is at just 0.5 per cent, well below even the most conser-
vative estimates of the “neutral” rate—the rate consistent with full employment
and stable inflation, which the bank estimates to be 1.75 to 2.75 per cent. Con-
clusion? Monetary policy is highly inflationary right now.
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South of the border, after hedging its bets for the last year, the U.S. Federal Re-
serve has begun an aggressive raising of rates. Last week, the Federal Open
Market Committee, the Fed’s policymaking body, raised the policy rate to 0.5
per cent, and it has promised seven more rate hikes, with the goal of getting to
2.8 per cent by...next year. Fed Chairman Jerome Powell has said he is “acutely
aware of the need to return the economy to price stability and determined to
use...tools to do exactly that.”

That U.S. inflation is running hotter than ours, at 7.9 per cent, is no reason for
complacency. Unfortunately, Bank of Canada Governor Tiff Macklem was
vague in his comments March 3 before the House of Commons Standing Com-
mittee on Finance. Commenting on the previous day’s...hike, he made no specif-
ic commitment regarding future hikes; nor did he commit to...ending quantita-
tive easing by reducing the bank’s holding of government bonds.

Now, that's interesting. The bank has actually begun some of its
swaps to provide additional liquidity to banks with respect to
overnight moving of money that the banks need to carry on their
business.

To put this in context, the challenge here is that during or around
COVID, the Governor of the Bank of Canada said that interest rates
would be “low for a long time.” Millions of Canadians agreed with
that and took action and based their financial lives on that.

The largest bill that most middle-class Canadians will face every
month is their mortgage. When someone as esteemed as the Gover-
nor of the Bank of Canada says that interest rates will be low for a
long time, it seems a reasonable conclusion or action to not lock in
your interest rate but instead to have a variable rate, thereby reduc-
ing your costs. They believed that the Governor of the Bank of
Canada was correct when he said that interest rates would be low
for a long time, and that cost Canadians billions of dollars. Those
dollars went to bondholders and bankers, at the cost of Main Street
in great towns like Port Hope, Cobourg, Orono, Newcastle,
Brighton and Campbellford, among many others.

This was a really serious error in judgment and a mistake. If the
governor didn't know, he should not have said anything, and I think
that's quite clear.

What happened was that interest rates quickly went up to levels
not seen in 40 years. Governor Macklem, at the time, did say that
the bank is determined to control inflation, but it is hard to under-
stand how a policy stance that is clearly inflationary will allow him
to hit his target. The danger of moving too slowly is that inflation
gets baked into people's expectations, thereby setting a wage-price
spiral reminiscent of the stagflation that bedevilled the 1970s.
Stagflation is still something that is possible. As I said, on a GDP
per capita basis, over seven quarters Canada has experienced one of
the longest recessions since the Great Depression.

® (1745)

While Canada may not be in a recession on a national basis, on
an individual basis, as I said, Canadians most definitely are. We
would have two successive quarters of negative economic growth
on a per capita basis. At least with half a check mark, we would
achieve that component of stagflation.

The other elements, which are high inflation and high unemploy-
ment, are just hovering below those thresholds. Of course, inflation
is at 2.7%—and we'll see how that goes forward, as of course infla-
tion is a month-over-month metric—and a spike in gas or fuel

prices or a spike in housing prices could certainly drive up inflation
going forward, giving that a full check mark.

The other area is unemployment, and that has started to tick up
recently, to 6.1%. The most recent unemployment report says that
we were flat, but it's been on a generally upward trend for the last
year. We are certainly not out of the woods with respect to stagfla-
tion.

I'll move forward from there. As interest rates crested, we saw
even worse economic growth going forward, and that then caused
our governor, Tiff Macklem, to actually pause interest rate increas-
es. We'll read from this article from Bloomberg on the Bank of
Canada decision. It says:

The Bank of Canada today held its...overnight rate at 5%, with the Bank Rate of
5%% and a deposit rate of 5%. The Bank is continuing its policy of quantitative
tightening.

The global economy is slowing, and growth is forecast to moderate further
as...increases in policy rates and the recent surge in global bond yields continue
to weigh on demand. The Bank projects global GDP growth of 2.9% this year,
2.3% in 2024 and 2.6% in 2025. While this global growth outlook is little
changed from the July Monetary Policy Report...the composition has shifted,
with the U.S. economy proving stronger and economic activity in China weaker
than expected. Growth in the euro area has slowed further. Inflation has been
easing in most economies, as supply bottlenecks resolve and weaker demand....

In Canada, there is growing evidence that past interest rate increases are damp-
ening economic activity and [reducing] price pressures. Consumption has been
subdued, with softer demand for housing, durable goods, and many services.
Weaker demand and higher borrowing costs are weighing on business invest-
ment. The surge in Canada's population is easing labour market pressures in
some sectors while adding to housing demand and consumption. In the labour
market, recent job gains have been below labour force growth and job vacancies
have continued to ease. However, the labour market remains on the tight side in
wage pressures....

That has now started to go the other way. We have seen, as I said,
unemployment go to 6.1%.

The next article is written by Mr. Philip Cross. Of course, he is
no stranger to this finance committee. He's appeared several times
and has written about some of the economic pain that Canadians
are experiencing. I think he's the first one to write that in the last 10
years we are experiencing the worst GDP per capita that we've seen
since the Great Depression.

I'll read from his article, published on July 14, 2023, entitled,
“No, you won't tame inflation with more government spending”. It
says:
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A recent research report from the Bank of Canada makes the improbable claim
(based on analysis of U.S. data) that more government spending could reduce in-
flation, so long as the spending boosts aggregate supply in the economy. Though
the relationship between government spending and inflation is complex, the idea
that more spending could actually lower inflation does seem far-fetched.

In an economy in which the Bank of Canada has identified aggregate demand
exceeding aggregate supply as the main driver of inflation, any additional gov-
ernment spending will fuel inflationary pressures—unless its stimulus to supply
exceeds its boost to demand.

Let's unpack that a little bit, because I do believe that this is a
misconception that many on the left have. While the relationship is
complex, the basics of inflation are fairly simple. If you're produc-
ing more money, if you're printing more money than you're increas-
ing your economic output, you have an increase in inflation. If you
are printing less new money than you are creating goods, you will
see a lowering of inflation.

Unfortunately in Canada, as Carolyn Rogers talked about, our
productivity is in a “break the glass” moment. What Ms. Rogers is
talking about is the fact that Canadian productivity relative to our
peers, most notably the United States of America, is reducing, and
reducing quite materially. When that happens, we have a Bank of
Canada that has the printing presses in overdrive, flooding the
economy with cash. At the same time, our ability to produce goods
and services was stagnant if not declining. The reality is that now
we have more money and fewer goods to buy with it. What the re-
ality is, in this lap and a hundred out of a hundred times, is that you
get more inflation.

We'll continue on. It reads:

But somebody has to explain how exactly such a neat trick can be executed. It
won’t be easy. The inflation that erupted during the pandemic surprised central
banks, whose models of the economy’s supply side do not extend much beyond
using the unemployment rate as a proxy. The supply potential of the economy
clearly changed more during the pandemic than policy-makers anticipated. Ac-
cording to the IMF, however, this was not from disruptions in global supply
chains but because governments in North America paid millions of workers to
stay home, even as Russia’s invasion of Ukraine raised energy prices.

For years, we’ve heard repeated claims that more government spending would
pay for itself. Outlays for infrastructure projects were supposed to improve our
capital stock, while expanding child care would boost the labour supply. But in-
stead of government spending paying for itself, we’ve seen persistent govern-
ment deficits and a steady erosion of per capita GDP growth. The OECD secre-
tariat is pessimistic about Canada’s long-term growth potential, projecting we
will trail all OECD countries through 2050.

® (1755)

Just to break from the text for a moment to clarify that, the
OECD is predicting Canada to have the worst economic growth
through to 2050. That has a real impact on Canadians. At that level
of growth, we would cease to have an advanced economy. Our
economy would fall well out of the G7, which would lower the
prosperity for all Canadians.

That is consistent with, as I said, the failed socialist experiments
in the past. You nearly always get high inflation, low growth and
poverty. The folks who suffer the most aren't the individuals who
are at the top of the society. They aren't the folks like Justin
Trudeau and other very wealthy individuals who have a trust fund
to fall back on. They are Canada's most vulnerable. They're the
ones who ultimately pay the price for these socialist policies that
reduce growth and reduce economic opportunity.

I'll continue. Mr. Cross uses some colourful language later on,
but we'll just power through that.

He wrote:

This latest claim that more government spending can lower inflation looks only
at government spending on goods and services, however, not transfers. But
while most transfers do reach their intended target (usually households), govern-
ment spending on goods and services is administered by the civil service, whose
sticky fingers latch on to sizeable amounts of money for programs intended to
serve the public.

These are his words, not mine. He continues:

For example, the huge increase in health-care spending that followed the recom-
mendations of the 2002 Romanow Report did not improve the supply of health
care in Canada. Instead, most of the money was diverted to higher pay for gov-
ernment workers.

If more government spending really did help lower inflation, the veritable orgy
of spending during the pandemic should now have us mired in a 1930s-style de-
flation.

Mr. Adam Chambers (Simcoe North, CPC): I have point of
order, Mr. Chair.

I'm wondering if that's parliamentary language that Mr.
Lawrence just used. Would he like to withdraw that?

Mr. Philip Lawrence: I would withdraw it.

Sorry, I was just reading the text there.
The Chair: MP Lawrence, it's been withdrawn.

Mr. Philip Lawrence: Thank you.

I would like to thank the honourable member for that. I was a lit-
tle worried about that language, so I appreciate the chance to with-
draw it here.

Instead, inflation soared to its highest rate in over three decades in 2022 and re-
mains so stubbornly entrenched that the Bank of Canada has had to continue
raising interest rates.

Rates have had to rise sharply in large part because governments have relied on
monetary policy alone to fight inflation. Even Paul Volcker, legendary head of
the Federal Reserve Board credited with single-handedly slaying the inflation
dragon in the 1980s, acknowledged that monetary policy by itself was not
enough. Back then, lowering inflation required a co-ordinated effort to reduce
regulations, which helped unleash potential growth, as well as a commitment
from president Ronald Reagan to shrink government’s footprint in the econo-
my—two examples of how less government [not more] helped lower inflation.

Today’s high inflation, and consequently higher interest rates, will persist until
monetary and fiscal policy together rein them in.
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I will clarify some of Mr. Cross's comments there. What we have
to think about is that inflation actually has two sides to the ledger.
On one side you have monetary policy, which is the amount of
money that is printed and put into the economy. There are fancy
ways of doing that through quantitative easing, which is basically
the government buying back its own bonds. The result is that you're
injecting more and more cash into the system. It's a fancy, sophisti-
cated way of doing it, but in many ways the effect is the same as
just pressing turbo on the printing press.

The other part of the ledger is supply, which is the amount of
goods and services that are produced in an economy. If these were
to hold equal, you'd get minimal inflation, likely within the target
range. If, in fact, the money supply goes up, then likely you're go-
ing to get inflation. If, at the same time your money supply goes up,
your real economy declines—in other words, your ability to pro-
duce goods and services—then you have a good chance of getting
very high rates of inflation.

In a nutshell, what happened was actually eminently predictable.
The leader of the official opposition, Pierre Poilievre, called it. He
called that we were going to get inflation.

® (1800)

Mr. Marty Morantz (Charleswood—St. James—Assiniboia—
Headingley, CPC): It was me.

Mr. Philip Lawrence: Marty Morantz did it first, and then Pierre
Poilievre.

My apologies, Marty.

Marty knew it because he was a student of Milton Friedman, and
he figured out that if you print more money and produce fewer
goods, you're going to have higher rates of inflation.

Thank you, Marty, for your service to Canada. My apologies for
the omission.

I'd like to read another article by Mr. Cross.

Philip Cross wrote this on July 12, 2023. It's entitled “Hey, Cana-
dians! Does anyone remember what economic growth can do?” His
subtitle is “What we desperately need is a cultural environment in
which entrepreneurship and innovation thrive”.

Here's what he writes:

Anaemic economic growth has become so routine in Canada since 2014 that it is
worth recapitulating the benefits of sustained high growth. Over the centuries,
economic growth has powered vast improvements in measures of well-being,
such as life expectancy, health, housing quality, leisure time, food intake, energy
security, political freedom and democracy. Today faster economic growth would
help Canada meet the challenges of the huge debt incurred during the COVID
pandemic, a growing population and an aging society. Even the leader of
Britain’s Labour Party, Keir Starmer, acknowledges that “economic growth is
the absolute foundational stone for everything.”

The British Labour Party is, I guess, the equivalent of our Liberal
Party, more or less. It says that “economic growth is the absolute
foundational stone for everything.” Actually, many Liberals have
said the same thing, including Bill Morneau, who has been, since
he left the Liberal government, outspoken about the government's
failure to focus on economic growth and, certainly, to produce any
economic growth. John Manley, a former Liberal finance minister,
has said the same. David Dodge has made similar comments about

the critical importance of economic growth. Working Canadians are
facing a perfect storm of high interest rates, inflation and a rising
cost of living, creating mass amounts of financial stress.

It goes on:

Russia's invasion of Ukraine is a reminder that money is needed to finance a na-
tion's defence and survival in war. Napoleon famously said that three things
were needed to fight a war: “The first is money. The second is money. And the
third is money.” The history of central banking reflects the importance of fi-
nance to waging war. The Bank of England was founded to assist Britain's gov-
ernment to finance war with Napoleon's predecessor, Louis XIV, while the first
two attempts at creating a central bank in the United States were made to help
deal with the country's war debts.

Almost two and a half centuries after Adam Smith kicked things off, the ques-
tion of what drives economic growth continues to preoccupy the best minds in
economics. The benefits of sustained economic growth are so enormous that, in
the words of macroeconomist Robert Lucas, who died recently, “the conse-
quences for human welfare involved in questions like these are simply stagger-
ing. Once one starts to think about them, it is hard to think of anything else.” It
has become the norm for winners of the Nobel prize for economics (as Lucas
was) to then write a book about the sources of long-term economic growth. Most
emphasize the role of innovation in a competitive marketplace.

The importance of economic growth is underscored by what happens in its ab-
sence. In the words of the British economist Paul Collier, “growth is not a cure-
all, but lack of growth is a kill-all.” The Great Depression of the 1930s helped
spawn the dictators who provoked the Second World War. Slow growth after
2008 fuelled the growth of populist movements in several countries, leading to
Brexit and the election of Donald Trump. As former Bank of England governor
Mervyn King concluded, “put simply, our societies are not geared for a world of
very low growth.”

® (1805)

Even so, it’s easy to forget that sustained economic growth is a new phe-
nomenon. The libertarian economist Steven Landsburg concisely summarized
the long arc of economic development: “Modern humans first emerged about
100,000 years ago. For the next 99,800 years or so, nothing happened.... Then—
just a couple of hundred years ago—people started getting richer. And richer and
richer still.”

Because it is so new to human experience economists at first struggled to adapt
to the emergence of sustained economic growth. As recently as the early 19th
century, they focused, as Smith had, on explaining the different levels of nation-
al wealth, rather than income growth, because they assumed the level would not
change much. Until recently, there was not even a word for productivity growth;
the Concise Oxford Dictionary did not have an entry for productivity until 1951.

Economic growth needs to be sustained over decades, not just a few years.
Growth over long periods means relatively small changes in growth rates com-
pound to produce radically different results—which is why Albert Einstein cor-
rectly called compound growth “the eighth wonder of the world.” It follows that
a nations’s growth is best examined over long periods, not the quarters or even
years that dominate economic commentary and political debate.
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The scary part for the Canadian economy is not the last seven
quarters of negative GDP per capita growth; the scary part is the
trajectory we are on. Our GDP per capita has basically been flat.
It's grown by about 4% over the last 10 years. While the snapshot—
and, certainly, the pain Canadians are feeling right now at food
banks—is extremely difficult and merits discussion, the part that
keeps me up at night, candidly, is the trajectory we're on.

Those 10 years of flat economic growth will have devastating
consequences. The damage, in some respects, has already been
done, because as Mr. Cross writes, and as Mr. Einstein commented
years ago, compound interest is one of the most powerful forces in
the universe. This stalling of the economy for a decade will have
significant consequences for decades to continue.

If you're in a hole, the first thing you need to do is stop digging.
Sometimes, the question will be.... Liberals will say we have all
these great initiatives that are going to help Canadians, and that
might be believable in a vacuum, but we now have a hundred years
of measuring the economic results of socialist policies, and every
single time—and I do mean every single time—they have failed.
They produce low economic growth, reducing the prosperity of
Canadians and reducing the prosperity of citizens around the
world—most notably the most vulnerable in our society. They pro-
duce high rates of inflation, which is another thief of wealth and,
once again, affects the most vulnerable the most.

We then have the fact that this government has been in power for
nine years. We have seen its economic growth rate and we've seen
the performance of a lost decade. This isn't just me as a Conserva-
tive, or conservative economists, talking about this; this is people
across the political spectrum. Former Liberal finance minister Bill
Morneau, I believe, has written a book on this, talking about the
importance of economic growth and the impact it is going to have
on our economy. John Manley, a former Liberal finance minister,
has also come out and said the economy is unfortunately not pro-
ducing economic growth. We're even hearing that from David
Dodge, a former governor of the Bank of Canada.

® (1810)

What would be interesting would be to ask Mark Carney, a for-
mer governor of both the Bank of Canada and the Bank of England,
who is organizing to be the next Liberal leader. It would be interest-
ing to hear his comments with respect to this budget, particularly
with respect to growth and productivity. He certainly will be weigh-
ing in at press conferences and in other forums. They talked about
that a little bit in the Senate. I would have some, I think, very legiti-
mate and sincere questions for Mr. Carney, given his pedigree and
what he's organizing to do, which is to become the next leader of
the Liberal Party and, presumably, Prime Minister of Canada. I
would like to ask him about his feelings on economic growth. Un-
fortunately, it's an absolute no go for the Liberals to have Mr. Car-
ney here and ask him some of these very important questions.

I'll continue reading:

Some concrete examples demonstrate the importance of even seemingly small
changes in growth over long periods. If U.S. growth had been one percentage
point less per year after 1870, today U.S. GDP would be lower than Mexico's.
Even over shorter periods, different growth rates result in much different out-
comes. If U.S. growth between 1952 and 2000 had been two per cent instead of

the 3.5 per cent it was, per capita U.S. income in 2000 would have been $23,000
at the turn of the millennium instead of $50,000.

That's amazing. Business investments and exports have been de-
clining in Canada since 2015, with the former down 17.6% in vol-
ume.

The article goes on:

Canada's recent growth slump has accompanied a shift in policy focus to relent-
less short-term stimulus and an emphasis on the distribution, not creation, of in-
come. The reality is that redistribution is not an effective way to help low-in-
come people. It subtracts from the growth that benefits poorer people most. As
Robert Lucas put it: “of the tendencies that are harmful to sound economics, the
most seductive, and in my opinion the most poisonous, is the focus on questions
of distribution.... The potential for improving the lives of poor people by finding
different ways of distributing current production is nothing compared to the ap-
parently limitless potential of increasing production.”

Policies aimed at redistributing incomes or stabilizing the economy in the short
term do not sustain growth, they lower it. What we desperately need is a cultural
environment in which entrepreneurship and innovation thrive. Unfortunately, our
culture has deteriorated to the point where, as Paul Wells recently pointed out,
“in Canada, if you run a successful business, you are made to feel you have done
something wrong.”

When Mr. Cross was at committee, I asked him specifically what
was the number one issue plaguing the Canadian economy. Mr.
Cross is a former head statistician and a highly technical guy, so I
was expecting a technical response, but his number one issue was
actually the environment in which we are bringing up our new en-
trepreneurs.

He finishes off with this:

Sustained economic growth will not resume in this country so long as such senti-
ments prevail.

That's certainly a damning article by Mr. Cross with respect to
productivity and the future of the economy.

® (1815)

That's the part that really worries me. We can talk about the way
in which this government has in the past gone after business own-
ers, whether that be the changes to passive income within small
business corporations or various other tax changes along the way.
Of course, the technical and monetary aspects of that have a puni-
tive financial impact, but I'm more concerned, to be honest, about
the sentiment that creates. We hear this “eat the rich” rhetoric. It is
not a bad thing to be successful. It is not a bad thing to be prosper-
ous. It is not a bad thing to start a business and be successful and
create jobs and increase prosperity.

Unfortunately, we hear from all corners of the House of Com-
mons, except for the Conservative Party, that somehow it's the peo-
ple who go out there and work their tails off and create a successful
business who are our problems in society. Nothing could be further
from the truth. Our entrepreneurs out there are really the heroes of
our economy. As young women go out there, they create new busi-
nesses. As newcomers come to our country, often coming with
nothing but the shirt on their back, they pull themselves up by their
own bootstraps and create new businesses. Those people are
heroes, and yet, unfortunately, too much out there by this govern-
ment, and maybe even just in general, is demonizing these folks
once they achieve some level of success.



May 22, 2024

FINA-143 9

There are some folks who get lucky—there's no doubt about
that—but most of the business owners I've ever talked to who've
been successful have worked their tails off. They've given up years,
if not decades, of their lives to completely focus on their business-
es. Some do it at the cost of spending time with their families.
Some do it at the cost of any type of recreation or pleasure or fun.
They just work, and they work hard. I hear individuals demonize
these folks simply for having made it, for being that “one in 10”
business that is actually successful in our country and has overcome
the barriers in their own lived experience to be successful. I think
we should be there with a helping hand and not demonize these in-
dividuals for achieving some level of success.

I'll continue on and talk a little bit about another article by Mr.
Cross, entitled “Statcan focuses on inflation trees and misses the
forest”. The subtitle is “Real causes of inflation are crazy-high gov-
ernment deficits and too-low interest rates”. Here he's talking a lit-
tle bit about inflation:

Statistics Canada recently published three short papers that provide a mishmash
of data and analysis about the inflation we have experienced since 2020. They
claim to pinpoint the impact on prices of imports, wages, profit margins and oth-
er non-labour costs. But the results depend on highly questionable assumptions,
sometimes are contradictory, and in the end add little to our understanding of in-
flation’s origins.

Start with “Import prices and inflation in Canada.” This paper suggests import
prices rose steadily to contribute about half the increase in GDP prices in 2022.
So the government is partly right: some inflation was imported. But not all im-
ports are created equal and their prices move in different rhythms. Imports used
in exports are mostly parts needed to manufacture autos, machinery and equip-
ment. They are distinct from imports for domestic consumption, which include a
wide array of consumer goods, such as clothing and electronics. After 2019,
prices for consumer goods rose 14.4 per cent. But auto prices rose only 5.7 per
cent and the prices of electrical equipment actually fell slightly. So inflation
pressures from the foreign sector didn’t have a uniform impact.

® (1820)

The study also assumes a full pass-through from import prices to output prices.
But businesses' ability to pass price increases along depends on the state of the
economy and how competitive markets are. There was no pass-through from the
plunging loonie to higher import prices in the first half of 2020 because demand
cratered as the pandemic began. Even assuming full pass-through when the re-
covery was still fragile in 2021 is questionable, but by 2022 demand was so ro-
bust one of the companion studies found output prices actually rose more than
import prices. With pass-through varying in this way, it's just not possible to
have great confidence about import prices' impact on inflation.

The broad thrust of this Statcan paper is that import prices rose after 2020 due to
a combination of robust domestic spending and a lower exchange rate, as if
these were international factors beyond government's control. But government
policies contributed heavily to both the surge in spending and the lower dollar.
Though Russia’s invasion of Ukraine sent energy prices soaring the loonie fell
because investors knew Canada’s oil and gas industry would not be allowed to
expand into Europe—which was confirmed when the prime minister personally
and publicly rejected German Chancellor Scholz’s request for more natural gas.

Next up is a study of “Inflationary pressures, wages and profits.” It compares
labour costs, which are mostly wages and salaries, to total “non-labour costs”—a
hodgepodge of profits, interest, depreciation, and indirect taxes. Unfortunately,
lumping all non-labour costs together encourages readers to interpret the results
as part of the simplistic “wages versus profits” narrative that dominates public
debate. As a result, the study’s conclusion that labour and non-labour costs con-
tributed about equally to the rise of GDP prices is not very informative and po-
tentially quite misleading. In fact, the third Statcan paper suggests profits played
only a minor role in non-labour cost increases.

That third paper, “Markups and inflation: Evidence from firm-level data,” looks
at firms’ marking up of prices over costs as a contributor to inflation—in other
words, “greedflation.” Statcan’s conclusion is that rising markups account for
only one-fifth of the increase in consumer prices during the pandemic and are
therefore not a “main driver of inflation.” The contribution of markups to GDP

price inflation was even smaller at 13.4 per cent. This result suggests that most
of the outsized contribution in non-labour costs noted in the second study came
from interest rates and indirect taxes, which are largely controlled by govern-
ments.

The problem with these three studies is that slicing and dicing particular sources
of inflation obscures what’s really going on. The underlying impulse for higher
inflation after 2020 was the injection of massive fiscal and monetary stimulus
into aggregate demand, including paying millions of Canadians to stay home,
just as breakdowns in supply chains sharply reduced overall supply. Although a
mechanical approach to prices in specific sectors such as food, shelter and trans-
portation is useful for short-run analysis, inflation’s underlying trend is deter-
mined by the gap between potential output and the aggregate demand for it, as
the Bank of Canada repeatedly reminds us (even if its actions aren’t always con-
sistent with the reminder).

It is hardly surprising that both workers and firms took advantage of shortages....
But Statcan contributes little to the public’s understanding of inflation by en-
couraging finger-pointing about whether wages or profits rose more than prices,
when it was governments that mismanaged demand and supply and aggravated
the disequilibrium between the two in so many markets, thus empowering busi-
nesses and workers to raise markups and wages. Worse, Statcan leaves itself
open to charges it is helping absolve the government, including the Bank of
Canada, of its responsibility to control inflation.

® (1825)
That is a pretty fair discussion regarding the causes of inflation.

I might take a little break at this point. I do want to get back to it,
so if you would put me back on the speakers list, Mr. Chair, that
would be fantastic. I'll take a little break here, because I know my
other colleagues want to talk a little bit.

The Chair: Thank you, MP Lawrence.

1 do have MP Chambers next, and then MP Genuis, MP Green, if
they're here and at the table, MP Morantz and MP Lawrence again.

Go ahead, MP Chambers.

Mr. Adam Chambers: Mr. Chair, I seek unanimous consent to
withdraw Mr. Morantz's subamendment.

Some hon. members: Agreed.

(Subamendment withdrawn)

Mr. Adam Chambers:
progress. This is great.

Excellent. We have a little bit of

We have a vote in three minutes, which may allow some time for
discussions amongst the parties. Would the chair be willing to sus-
pend? This would give us some time before the bells start, and per-
haps we'll have something sorted out by the time we get back.

Would that be fine?

® (1830)

The Chair: We'll suspend.
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¢ 180 (Pause)

® (2140)
The Chair: We are back.

We are going to MP Chambers.

Mr. Adam Chambers: Welcome back, everyone, from a won-
derful hiatus, a good suspension.

I'm pleased to report that there has been some progress on our
motion. We're moving back and forth between parties, but I don't
believe we'll have a consensus tonight. We will be hearing from
multiple other witnesses. I believe that where we were, Mr. Chair,
was an agreement to withdraw Mr. Morantz's subamendment. |
have sent to the clerk a new subamendment that I would like to put
forward. I don't know if that's been distributed.

I'll read it into the record for the benefit of those watching at
home.

The new subamendment would replace the subamendment that
was withdrawn such that, in item ii, it would read, “That the week
of the 28th and future meetings be dedicated to hearing from wit-
nesses for no fewer than 12 hours and the clerk invite Mr. Mark
Carney as a witness to testify with respect to the budget 2024, the
economy and the environment for no fewer than two hours”.

That's the subamendment I'd like to move, if it's ruled in order by
the chair.

Is that acceptable to the chair?
® (2145)

It's a new subamendment. We withdrew Mr. Morantz's suba-
mendment.

The Chair: It's a subamendment. Okay.

Mr. Adam Chambers: If that's ruled in order by the chair, I
would like to move that, and I'll motivate it to some degree, if for
no other reason than to give people a bit of a break before they hear
my colleague Mr. Genuis.

We obviously know that this subamendment is not the only thing
that will have us cross the impasse. We still have to agree on the
date for clause-by-clause, but at least this is put on the table so that
we may continue discussions while those of us who have to report
back to our bosses—and we all have a boss—on the date of clause-
by-clause.

My understanding is that the government would continue to pre-
fer a date next week to end clause-by-clause, but I suspect that
won't be acceptable to us. I won't make a final pronouncement on
that. We are unable to agree to that date tonight. I'm hopeful that by
noon tomorrow we might be able to agree to a reasonable clause-
by-clause end date such that the bill may find its way out of the
committee the following week.

Maybe that's a bit of hopeful foreshadowing of things to come.
We could start clause-by-clause at the end of next week, and we
could plan to finish it, potentially, on June 3, 4 or 5. That's up for
discussion, and I wouldn't make any commitments from my side on

that, although I hope that we would find an opportunity to come to
an agreement so we can hear from witnesses.

I think it would not be advisable or a good precedent to set to
have budget bills that are House instructed or programmed out of
the committee without witness testimony or at least the only wit-
ness testimony occurring in the Senate. Although they do some
wonderful work in the Senate, I think it's good to have witnesses
appear in the House committee.

I'll just note as a matter of process that we gave unanimous con-
sent as a committee to prestudy the bill. The bill's not even at com-
mittee yet. The notion that we were going to agree at some point to
have the bill, which hasn't even been sent to committee yet, be out
of committee by next week I think was a bit aggressive to begin
with. Our position would be, if we can all move on our hardline po-
sitions, which I think both the government and the opposition have
done at least as an initial point, we might be able to make sure we
can get the bill out of committee with a couple weeks left for de-
bate in the House, which I think is about normal for the budget bill.

Separately, as a matter of House procedure or the government's
legislative agenda, this is the challenge with having late budgets. If
the budget had been tabled when it was originally intended for in
March and not been delayed, we would have had the bill much ear-
lier. I think it would be wise for governments in the future to target
tabling budgets certainly no later than March 31 but preferably be-
fore departmental spending reports come out and before provinces
do their budgets. It also puts less pressure on the finance committee
to review a 600-page bill and have witness testimony.

By the way, we've only had one round of witness testimony, one
round from one party of witness testimony from officials. That's
only been on the first three or four parts of the bill.

® (2150)

My colleagues in the Bloc and the NDP have not had an opportu-
nity to ask any questions of officials, at least on the first parts of the
bill, because we were into the programming motion right away. We
are where we are, but I'm hoping that because the budget was later
the government recognizes that we can't have only one week with
the bill in committee.

We did agree in good faith to prestudy the bill. In previous years,
we did not agree to prestudy the bill. That was a good-faith gesture
on our part, because we did not need to agree to prestudy the bill.
That is not a requirement, but with a 600-page bill, we thought:
“Hey, you know what? That's a pretty good idea.”

That's the subamendment. We don't expect it is going to be ac-
ceptable to all parties this evening, but as I said, I hope we can get
to an agreement by noon tomorrow—I understand that the NDP al-
so has some desire to see this move forward so that we could get to
witness testimony—such that we can hear from witnesses begin-
ning next week. We'll probably have a few days where we'll have
four to six hours of witness testimony.
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For the moment, on the subamendment, as we're talking about
witness testimony and Mr. Carney's appearance—or potential ap-
pearance, I should say, because it's an invitation, not a summons—
we also have not heard from officials, which we'll have to finish.
I'm not intent on over-complicating things, but there is also on no-
tice a motion that we hear from the deputy minister of the Treasury
Board and the deputy minister of finance.

Why? Well, 1 appreciate that we have subject matter experts
showing up to talk about very specific provisions of the bill, but it
is unclear to me that there's a lot of oversight of a bill of this size
and of its impact on the operations of government. What do I mean
by that? For every single budget bill that has been sent to this com-
mittee—I think this is the sixth in this Parliament—a member of
the committee has asked how many people will be hired in the gov-
ernment to implement the policies in the budget. Every single re-
sponse so far has been that it's more of a Treasury Board question.
Then when you ask the people in Treasury Board, they say that it's
really a finance question.

It's relevant because the government is projecting that it will re-
duce the size of the civil service by 5,000 people over the next few
years. That represents about 20% of the government's own spend-
ing objective, yet in fact, every single year, the government starts
the year by saying that by the end of the year there will be fewer
civil servants working for the government than there were at the be-
ginning of the year. Yet when the numbers come in and the depart-
mental spending plans come in, what ends up happening is that it's
not the case. They say, “Oh no, we grew the number of people that
were working for the government, but next year we will reduce
them.”

Since that represents 20% of the government's savings objec-
tives, we should actually have some accountability from the depart-
ments—plural—that are responsible for delivering on that, includ-
ing the Treasury Board and the finance department. Every time
there's a measure in the budget.... For example, last year there
was $400 million for CRA, the government said, which I applaud-
ed, at least from a transparency perspective. This represented 4,000
employees. Whenever there's a measure in the budget that allocates
money, there is money for operations to deliver the program, and
then there's money for the program itself. Maybe it's giving
cheques. Maybe it's giving grants. Maybe it's increasing the child
care benefit. Maybe it's increasing the GST credit.

® (2155)

The government should have an idea, when it says a program is
going to cost x million, they should know how many people are go-
ing to be hired. How are they keeping track of all this? It's unclear
to me, and we have not received satisfactory answers, either in the
budget lock-up or in any hearing we've had so far, about how many
people are required to be hired to carry out the measures in the bill,
especially since the government's planning on reducing the head
count over the next couple of years.

CRA is getting $180 million just to write cheques and send
cheques to small businesses. That requires hiring a significant num-
ber of people. By the way, CRA is getting another $350 million, ap-
proximately, to improve call centre performance. That obviously re-
quires a number of people.

If the government is hiring another few thousand people in CRA,
and they've said they're going to reduce the overall head count by
5,000, that means they actually have to reduce the overall head
count by 5,000 plus however many people they have to hire to car-
ry out or implement the bill.

It's unclear to me that there's actually anybody paying attention
on the government side to this, because every single year the same
thing happens at the end, when we get the departmental spending
reports. Even the Parliamentary Budget Officer thinks the full-time
equivalent projections that the government has are not credible, be-
cause every year they're wrong, and they're wrong by a lot. Instead
of dropping, they actually go up by 5,000 or 10,000.

I don't think that those at Treasury Board or the finance depart-
ment are actually managing this as best as they could. Since it rep-
resents 20% of the government's savings objectives, I think they
should be accountable for the people plan, and every department
should have a people plan.

However, we'll go back to the timing. Because the budget comes
out after the departmental spending reports, departments are mak-
ing their people plan without actually knowing what's in the budget
they have to implement, so there's a disconnect.

I don't really like a fixed budget date, but I would support a fixed
budget window. It certainly would give our very hard-working civil
servants a little bit more predictability in their lives. It would give
the committee more time to review this budget bill or any budget
bill. Also, we would have a better handle on what people are re-
quired to implement, the various proposals, programs or ideas in
the budget which the government would like to implement and exe-
cute on. We also would give provinces more opportunity to under-
stand what they might be getting if there are changes to the transfer
payments or what have you.

Since we did want to talk about, and the motion talks about,
what's in budget 2024, and we did not have an opportunity to talk
to witnesses, here are some of the questions I have.

I'll start first by saying I actually applaud Mr. Leblanc, who I
think is a very capable individual in the Department of Finance. I
asked him some questions about the child care benefit being clawed
back for parents who have lost a child, a very unfortunate circum-
stances, but it happens. It must be absolutely devastating for a fami-
ly to receive a letter from the CRA six to 12 months after they have
lost a child asking for child care benefit overpayments to be paid
back.

There was an Order Paper question asking the government in
January how much money was clawed back from overpayments in
child care benefits from families who have suffered a loss of a
child. The answer received to the Order Paper question was that it
was impossible for the government to provide that information.
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However, Mr. Leblanc, when he was at committee, quite clearly
said that they know exactly how many families it affects. I think he
said it affects 1,500. That's how they came up with how much it
would cost the government to provide a six-month grace period for
families who lose a child.

I fully support this measure, by the way. I think it's important to
support families in their time of need. That is why I originally
asked for that figure in the Order Paper question to begin with. The
CRA decided they didn't have that information when a member of
Parliament asked for it, but when the government asked for it, they
quite freely gave it to them. I raised a point of privilege on this in
the House. As I like to say, I kept the receipts. I had the question I
asked and I had the answer I received from the CRA.

I would also recommend this to the government: Instead of re-
quiring a family to notify the CRA of the death of an individual,
why don't they just allow Service Canada, who receives a copy of
the death notice for other programs, to give that over to the CRA so
that there is no additional burden placed on the family? That would
just be a reasonable common-sense thing to do.

Right now they're told, “You still have to fill out all this paper-
work. You still have to provide us notice. But we won't force you to
do it right away. We'll let you do it later.” I'm wondering why we
just don't tell them, “Look, you have a six-month grace period.
We'll let you continue to collect for six months the child care bene-
fit.” By the way, six months of the child care benefit wouldn't even
cover two-thirds of the cost of an average funeral. Why don't we
tell them that they don't have to do anything, because we will just
get a notice from Service Canada and take care of the rest? That
would be absolutely reasonable and compassionate.

I applaud Mr. Leblanc for providing me with the answer I needed
to make a point of privilege in the House. It's not the only time
CRA has frustrated a member of Parliament from getting the an-
swers to a question they should have.

Then there's the Canada carbon rebate for small businesses. The
CRA, as I mentioned earlier, is getting $180 million to administer
the program and write cheques to small businesses in order to re-
turn to them proceeds from the carbon tax. Businesses have been
waiting for five years for a rebate that they've been promised. They
still have to wait until next year to receive the cheques. The govern-
ment is going to spend $180 million on administering this program.
It seems to me that it's a bit of a big number to write some cheques.

Additionally, it looks like they're just making an assumption in
that the cheques will be based on the number of employees a small
business has. This is all data that the CRA already has. They have
the number of employees that receive a T4. They may also have the
number of contract workers that a business has. It can't be that hard
to take the pool of money, divide it by the number of employees
who work at small businesses, multiply the number of employees
that each small business has and either write a cheque or, maybe
even better yet, let them hold it against their taxes payable so that
we can avoid this administrative cost.

Conservatives have another idea. You can save the $180 million
altogether if you just get rid of the carbon tax to begin with. You

don't even have to spend money on administration. That would be
by far the easier approach. Recognizing, however, that we do not
have a majority of the votes in the House of Commons to enact that
common-sense plan, certainly the CRA could do it a little bit more
efficiently with $180 million. They do not need $180 million to
write cheques.

® (2205)

We did get to ask the officials about the homebuyers' plan limit
increase. I'm still a bit puzzled as to why Conservatives are asking
questions about this homebuyers' plan limit increase. The only peo-
ple who have money in their RRSPs are generally people who are
in the upper income brackets, and certainly the people who have
enough money that they can afford to take double the amount out of
their homebuyers' plan are in, likely, the highest income bracket.

The government, by its own figures, suggests that only 13,000
people will benefit from this change over the next five years, which
is not that many people per year. The government is making it seem
like this change is one of the biggest, most monumental changes
that's happened to make housing more affordable for people, but all
the government's doing is giving a massive tax preference to people
at the highest income levels. For some reason I'm surprised that
Conservatives are the only ones asking questions about who those
people are. I look forward to the answers we get back from the de-
partment on what the median income is of these 13,000 people over
five years, but I can tell you that data from StatsCan suggests that
the only people who are able to max out their RRSP contributions
on an annual basis for any consistent period of time such that they
could build up $60,000 in that plan are people who are taxed in the
highest tax bracket. It's the highest income earners who are going to
benefit from this, so I'm surprised that other parties are not also fo-
cusing in on this, but I guess that's just the way it is.

I'd like to ask Mr. Carney as well about the underused housing
tax. The government initially said that the underused housing tax
will bring in $200 million in year one and then $175 million in ev-
ery year thereafter. We learned that the government already
spent $59 million in administering the tax, including hiring 300
people, but has only assessed—not collected, just assessed—3$49
million in penalties. The government is literally spending more
money on administering the tax than the tax is bringing in. That's a
net negative, and the government believed it originally was going
to bring in $175 million a year. In the budget, the government does
not adjust its revenue expectations for the underused housing tax. |
don't understand how that's not being restated because there is no
way, based on the current construct, that the government is going to
be collecting anywhere close to what it believed.
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The Parliamentary Budget Officer said that it might collect $130
million, but even then it only assessed 49 million dollars' worth of
penalties, so that doesn't even include any objections or second
thoughts or people who will challenge the assessment to begin
with. By the way, the underused housing tax is already layered on
top of local municipal or provincial vacant housing taxes, so the
government's not actually changing any behaviour with their tax;
they're just getting in on the tax game. It's not making housing more
affordable or bringing more supply into market because, in these
areas where there's already a second tax or an initial tax by a mu-
nicipal or provincial government, that behavioural impact has al-
ready been felt.

® (2210)

When we get the officials back, as part of our 12 hours of wit-
ness testimony....

We also find it interesting that OSFI is going to require that pen-
sion plans report their assets by jurisdiction. It's very interesting.

Today, we saw the Canada pension plan release its annual state-
ment. It showed, I think, about an 8% overall blended return. This
is interesting in the context that the government believes pension
plans should invest more in Canada. That's an interesting discus-
sion, but when you look at the CPP's results and the 8% blended re-
turn, the assets it held in Canada delivered only a 4.2% return.

In theory, if the government were to require pension plans to
hold 100% of their assets in Canada, they would have almost half
the investment returns they currently do. It is only going to hurt
pensioners if we require these pension funds, by regulation, to hold
more Canadian assets.

They may choose to do so if they find the right investment op-
portunity. I think the government should be more focused on creat-
ing an investment opportunity whereby pension funds want to in-
vest in Canada and want to stay here because we've created a cli-
mate that will provide appropriate returns. If you're looking just at
the CPP results, its Canadian assets returned only 4.2%. Its U.S. as-
sets, I think, returned 8%. Its Latin American assets returned 7%.
Europe gave a 4% return.

We also need to be careful about market distortions of pension
plans, because what will end up happening is.... Canada, basically,
is very highly leveraged to financial services, commodities and util-
ities, as an example. What will happen is that if pension funds are
forced to hold more Canadian assets, first, it will drive up the prices
of Canadian assets to potentially distorting levels. Second, because
we're not diversified as an economy, the pension plans will be less
diversified than they were previously.

I suppose I'm glad the government has not done regulation and is
just doing a consultation, but these are some things we should talk
about certainly with Mr. Carney, who may have a view on this, giv-
en his very extensive experience as a central bank governor in two
G7 countries, here obviously and in the U.K.

The budget also talks about the Financial Consumer Agency of
Canada and consumer-driven banking. I would question whether
the FCAC is the most appropriate organization to be providing
more resources to. Why do [ say that?

It was shown that during the pandemic, the FCAC received over
2,000 customer complaints about people's interactions with their
banks, and it didn't follow up on a single one. I'm not sure that giv-
ing an agency that is already struggling with fulfilling parts of its
mandate more to do is going to lead to positive outcomes, but it
would be great to hear from some witnesses about open banking
and the benefits it may provide to Canadians.

One thing we still have not.... Open finance is not payments
modernization, which is a whole separate thing. It would enable
more competition in the payment space to drastically reduce trans-
action fees, which would have ongoing benefits for the economy.

® (2215)

In part 4, division 18, page 123 of that large package, this is a
section about providing the Office of the Superintendent of Finan-
cial Institutions a maximum amount of money that it can be ad-
vanced from the consolidated revenue fund. Currently, it looks like
the OSFI, as it's often called, can draw or be advanced up to $40
million. The government would like to make that a $100-million
draw. The theory is that this $40 million was enacted and has been
in place since 1987, and so $100 million is just normalizing that to
today's dollars.

I would have a lot of questions about this for OSFI, but as I men-
tioned in the last meeting, we have not heard from OSFI at this
committee in over a year. We have a mortgage crisis in terms of
costs and affordability, but there are increasing delinquency rates,
although not at crisis levels yet, and OSFI still seems to be ducking
the committee. We have lots of questions for OSFI. Hopefully we'll
have it back here someday.

I would like to know why OSFI requires an extra $60 million to
draw upon from the consolidated revenue fund. OSFI has been, I'll
just say it, a rogue agency. It has been growing and growing and
growing and growing. It has been doing things well beyond its
mandate. It has taken some very hard-line positions. Its positions
also run counter to the government's own positions. It's been grow-
ing its head count substantially. For example, a few years ago, as [
think I mentioned the other day, it had three or four people working
in its climate change division, and now it has 30. Climate change
does not appear anywhere in OSFI's mandate. It spent time working
with the Bank of Canada.
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In fairness to OSFI, it has to be aware of climate risks, no doubt,
as that poses some threat to financial institutions or more impor-
tantly, insurance companies. Of course they should be aware of it.
However, the fact is that they have 30 people now working on that
file when you have Canadians who've been addicted and fed signif-
icant amounts of debt from financial institutions. There's rampant
mortgage fraud—I give OSFI credit for actually calling out mort-
gage fraud—but they haven't, other than asking the government to
do something about it, done anything about it themselves. Presum-
ably mortgage fraud represents at least in the short term a much
more imminent risk to the financial system, especially as people are
renewing mortgages or are maybe unable to renew mortgages.

I mentioned that their decisions are running counter to the gov-
ernment. You can have two kinds of mortgages in this country, at
least with respect to insurance: uninsured mortgages and insured
mortgages. Uninsured mortgages mean that the borrower puts down
more than 20% of the total value of the home. They are not re-
quired to have insurance when they take out that mortgage. Unin-
sured mortgage holders are required to have mortgage insurance,
default insurance, such that if the borrower defaults, CMHC or one
of the other insurance companies will provide insurance to the
lender.

® (2220)

The government actually agrees with what it has done. It said
that if you have an insured mortgage, when you come up for renew-
al, you can shop your mortgage around to get the lowest mortgage
rate without having to redo the stress test. That makes sense. It pro-
motes competition. It might help somebody get 20 or 30 basis
points off a mortgage if they're able to shop it. OSFI has not agreed
to implement that same rule for uninsured mortgages. For the life of
me, | can't understand why, for two reasons.

First, primarily by definition, an uninsured mortgage holder is
less likely to default because they have significantly more equity in
their house than the insured mortgage holder. There's no additional
risk of default. In fact, there's much less risk of default. This is
something I would like Mr. Carney's view on. He would have a
very specific view, because he sat on the SAC, the senior advisory
committee, as governor of the Bank of Canada and as Finance's
representative, I understand, when he was in the Department of Fi-
nance. He would have talked about financial stability. He was the
chair of the Financial Stability Board.

I would like to understand why OSFT is limiting Canadians' abili-
ty to shop a mortgage around when there's no real risk to the system
in allowing this to happen. It means banks will then have to com-
pete for the business. By doing so, consumers will have more op-
tions to get a lower interest rate. What we are seeing right now are
bank retention rates for customers being the highest they have ever
been. That means people are not shopping around. They're unable
to shop around, because they have to go through the stress test. The
stress test is not just signing one piece of paper and you go through
the stress test. It's getting a significant number of documents to-
gether and submitting them for follow-up questions, such as T4s
and notices of assessment from the CRA. By the way, that's another
point in time where mortgage fraud and the doctoring of documents
can happen. OSFI is ignoring the government's own policy deci-
sion.

It is also ignoring the Competition Bureau's recommendation to
allow uninsured mortgage holders to shop a mortgage without hav-
ing to do a stress test. The Competition Bureau wrote that recom-
mendation, and OSFI even wrote about why it's been declined. It
didn't really make much sense. You could put some guardrails
around it, especially if a borrower—or borrowers, I should say, if
there are multiple individuals—has been making payments on time
and is still on the same amortization schedule. After five years, they
have that much more equity built up in the home. By definition, as
we just talked about, uninsured mortgage holders have at least 20%
equity in the house because they put at least 20% equity down.

It absolutely blows my mind that OSFI is forcing less competi-
tion in the banking sector and forcing people to pay higher rates
when they've been asked specifically by the Competition Bureau.
The government has taken a policy decision for insured mortgage
holders that gives them that relief. The government has allowed,
frankly, the creation of two classes of mortgage holders. What's go-
ing to end up happening is that the uninsured mortgage holders, be-
cause they cannot leave their bank, will end up subsidizing the
competition that happens for the insured mortgage holders.

® (2225)

It's a complete perverse result when the clients with lower risk
end up paying higher rates for these mortgages.

We asked the Competition Bureau and, actually, we also asked
FCAC whether they have the ability to check the mortgage rates of
insureds and uninsureds because they should be monitoring it.

As an aside about the Competition Bureau, I'm curious—I'm go-
ing to write a letter to them—as to whether the Competition Bureau
has powers to do market studies where the government has imple-
mented subsidy programs. For example, with the green energy
retrofit program, I wonder what's happened to the price of heat
pumps since the government decided to subsidize them. The gov-
ernment in its infinite wisdom thinks it's a great idea for everyone
to have a heat pump. Okay, sure, let's agree. How will we accom-
plish that?

The government's choice has been to allow the customer to pay.
The customer has to fill out a bunch of paperwork. By the way, it
takes a significant amount of time to do this. Then the government
will approve or disapprove your installation and then send you a re-
bate for a certain amount of the price of the heat pump.

Not only does it create a lot of bureaucracy to implement this
program—for which there are tons of administrative costs—the
government is spending way more on heat pumps than it probably
could.
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What if, in an alternate universe, the government said that it was
going to buy 300,000 heat pumps? It went to the manufacturers of
the heat pumps and said, “Great news. We're in the market to buy
300,000 heat pumps. We're going to make you compete to sell the
heat pumps to us for a discount.”

Instead, we subsidize the total amount. We see this all the time.
We've seen this in the U.S. with the subsidies for electric vehicles.
Guess what happened to the price of electric vehicles when the sub-
sidies came in. Yes, they increased.

What's the government doing? The government's actually just
paying more to corporations, which, by the way, are price gouging.

I would think my NDP colleagues would be interested in trying
to figure out—we talk about price gouging in other circum-
stances—why we are not talking about, when the government de-
cides to subsidize a product or a program and subsidizes the pur-
chase of something, what actually happens to the price of that thing
once the government implements the subsidy.

I can tell you there is example after example of the price of the
thing, whether that's an electric vehicle or the heat pump, going up.
Now, some of that might be related to supply chain issues, no
doubt, but I'm wondering whether the Competition Bureau has the
powers to conduct market studies. If the government is making all
these monumental changes to Competition Act, maybe we should
consider putting that on the table as a power that the Competition
Bureau should have, if it doesn't have it today.

Now I'll turn to the measures related to public debt and the bor-
rowing of money, which is division 40 of the bill. The Financial
Administration Act provides the Minister of Finance's authorities
related to public debt and the borrowing of money. The FAA pro-
vides authority for the minister to enter into any contract or agree-
ment for the purpose of carrying out this role. There's a risk the
minister's authority to enter into public debt-related goods and ser-
vices contracts could be viewed as subject to procurement restric-
tions.

In division 40, proposed section 4 amends the Borrowing Au-
thority Act to increase the maximum borrowing authority permitted
under the act. It would amend the FAA to clarify the exemption of
public debt-related contracts from the procurement regulations.

® (2230)

The maximum borrowing amount was set at $1.8 billion in May
2021, and the 2024-25 debt management strategy released as part
of budget 2024 estimates a debt stock of $1.789 billion by the end
of the fiscal year. The current maximum is $1.8 billion, and the
government's own numbers are putting the total debt stock at $1.78
billion, which is very, very close.

We've reached $1.8 billion far faster than we ever expected to for
multiple reasons. Obviously, the big one is that the government is
continuing to spend at a much higher level. It spent much more dur-
ing COVID, frankly, than it needed to. What did the Parliamentary
Budget Officer say? Wasn't it that 40% of the spending during
COVID wasn't actually on COVID? Even Mr. Carney suggested
that pandemic supports went on longer than they needed to. That
would also be another wonderful question to ask the governor.

The other issue is that the government negligently borrowed
money at the short end of the curve during COVID such that 60%
of the borrowing of the government happened in notes that had ma-
turities of three years or less. When the governor of the Bank of
Canada at the time said that interest rates would remain “low for a
long time” but weren't going any lower, the government did not
lock in low rates.

This cost the government money by not locking in low rates.
There's no question about it. However, to be fair, because the Bank
of Canada was purchasing most of the debt, if the government had
issued longer-term notes and the Bank of Canada was the only pur-
chaser of that debt, then the Bank of Canada losses we're seeing to-
day would be much higher, which is also a reason why QE, quanti-
tative easing, was a really bad idea.

Now, I'm not an absolutist, in the sense that we should have some
flexibility. In the very early days of COVID, when the Province of
Newfoundland, I think it was, did a bond issuance and it went no
bid, the Bank of Canada had to step in to keep a functioning bond
market happening. However, when it was clear that the govern-
ment's fiscal plan was incredibly stimulative, the bank enabled that
government spending by not requiring the private sector to absorb
most of that debt. What would have happened is that the private
sector would have said, “You're borrowing too much money. We're
going to demand a little bit more of an interest rate for that.” That
might have curtailed the government's spending decisions. That's
how markets work.

For all these individuals out here—and I see the Twitterverse is
full of experts, obviously—this notion that there was no market for
long-term notes is complete baloney. Mexico issued long-term
notes. The government of Austria issued a 100-year note, and other
countries didn't engage in QE, Switzerland being a notable exam-
ple.

® (2235)

By the way, what's the inflation rate in Switzerland? It barely
ticked above 2.5% for the entire last three years.

The government is claiming some kind of victory, because infla-
tion has been below 3% for four months. We've had 44 months of
inflation over 3%, and we've had four months of.... Maybe it was
not quite 44 months, but probably at least 42 or 43 months. Four of
those months had inflation below 3%, and the rest of them had in-
flation well above 3%. The governor of the Bank of Canada said in
his owns words that high interest rates hurt vulnerable Canadians
the most.

Even if inflation were to drop to 2% today, even if inflation were
to drop to 1% tomorrow, that would not mean prices would go
down. All that means is prices stop going up. All of the pain that
we see in the economy with affordability today will remain. Things
won't be getting more affordable. The prices will just stop going up,
which means people won't be getting relief.
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Mr. Philip Lawrence: I seek a point of clarification, Chair.
The Chair: Is it for MP Chambers?

Mr. Philip Lawrence: Yes. Mr. Chambers talked about the in-
crease in the cost of debt. I was unclear whether he was referring to
the fact that one-third of Canada's debt will be refinanced at higher
interest rates in 2024, or that the current average maturity is 6.9
years.

Which of those factors were you referring to, or were you refer-
ring to both of them?

Mr. Adam Chambers: Mr. Chair, I appreciate your allowing the
intervention by my colleague.

I was indeed referring to both. If you compare Canada's average
term to maturity, which is 6.9 years—now the government's been
issuing more long-term notes over the years, which I suppose is
good—we're way below our peers. I think Mexico's average term to
maturity is around 18. The Province of Ontario has been issuing
mostly long-term notes, as it did during COVID. The majority of
the issuances of the Province of Ontario were long term. This no-
tion there's no market for long term is bunk, to borrow a phrase. Of
course, with an individual like Mr. Carney, I would love to explore
some discussion about the government's borrowing during COVID
and the central bank's participation in QE. As I recall, in 2013, then
finance minister Jim Flaherty said that Canada would not do QE.
Those were very wise words.

The countries that didn't engage in quantitative easing have far
less inflation, far less asset price inflation. The people who benefit
from inflation are those with assets. In a bizarre world where the
government at one point was applauding itself for all of the work it
had done to take people and families out of poverty, over the last
three years has done more to put more families in poverty than all
of the work they've done over the last nine years to help bring them
out, because those individuals in the lowest income sectors are hurt
the most. Bank of Canada Governor Tiff Macklem couldn't have
been clearer, both at committee and in a speech he gave in May
2021, that the most vulnerable are the most affected by inflation.

Stats Canada is going to come out with the household balance
sheet survey this week or next week, which will redraw the poverty
line. That will be the first time that data will be available that will
include the first full year of inflation, because I think the current
data goes to the end of 2021. In this data, the poverty line will be
drawn based on numbers until the end of 2022, if I'm not mistaken.
What that will show is that, indeed, the lowest income individuals
are hurt significantly by inflation.

Finally, along the same lines, the government's policies, mostly
its spending policies, and its unwillingness to admit any role in in-
flation at all have contributed to inflation, or they haven't taken
steps that would reduce inflation. By doing so, they have inflated
the assets of wealthy Canadians, most notably in housing.

For a generation, Canada prided itself and had a pretty good Gini
coefficient—low income inequality, very low wealth inequality—
and we are now going in the opposite direction under a Liberal gov-
ernment that claimed that they really cared about income inequality.
This data will show that we're losing ground. We're having more
wealth inequality, and we're having more income inequality be-

cause the government has been unwilling to take any responsibility
for causing inflation and are therefore not taking any steps to re-
duce inflation.

® (2240)

It's a bit bizarre to me that we're here, and it's this government....
Even the Prime Minister, just the other day, said that income in-
equality is not good. Yes, but with respect, Mr. Prime Minister,
while your policies may not have been the sole cause, they have
certainly contributed to inflation, and you're not taking any steps to
reduce inflation, which is hurting income inequality and, certainly,
wealth inequality.

On that basis alone, it doesn't really make sense. The govern-
ment's fiscal plan certainly doesn't make sense. They want you to
believe that all of the inflation happened outside of our borders. In-
flation was already at 5% before Russia invaded Ukraine. It was
going in the wrong direction. Multiple economists, including Larry
Summers and Jason Furman, notably, in the U.S. at least, said that
the fiscal expansion and the fiscal supports for COVID were going
on too long and were going to create inflation. Very few people lis-
tened to them except for the leader of the official opposition, who
said on the record multiple times that the government's loose fiscal
and monetary policy ran the risk of creating significant inflation
and, in fact, even asked questions of the finance minister about
what would happen to the debt interest costs if the interest rate dou-
bled.

Little did the official opposition leader know that, in just a few
short years, the interest rate wouldn't double; it would quadruple.
We went from debt interest costs of $24 billion a year to, now, $55
billion a year. In a few years from now they are projected to
hit $60-some billion per year, but that assumes interest rates will go
down. If interest rates just stay where they are, that $60-billion debt
interest payment is going to get higher. That is even if they just stay
where they are for six months, because the government is rolling
over hundreds of billions of dollars of debt per year, but they're
rolling it over at higher rates, including debt interest payments.

Then you have the Bank of Canada losses. I'm hoping we get a
follow-up from the bank. I think they're supposed to provide us
with a projection. This might be at OGGO, but the finance depart-
ment is supposed to provide a projection of Bank of Canada losses
for the next five years. The reason that's important is the assump-
tion—the losses of the Bank of Canada—is interest rates are going
to start falling over the next five years, but if that is delayed even
by six months, the Bank of Canada losses will be higher because
the Bank of Canada has basically underwritten, or is covering, the
difference between the interest rate at which it initially purchased
the bonds and the interest rate today. That's how we get Bank of
Canada losses.
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Never before in history has the Bank of Canada returned losses
to the shareholders—the taxpayer and the government—but we
have them now because the bank purchased all of that debt and now
has to make up for the losses as interest rates have risen and the
price of those bonds has fallen.

What's also interesting is I had the opportunity to talk to the se-
nior deputy governor, Carolyn Rogers, who has been quite excel-
lent as of late. This is why we have another voice at the table with
experience in monetary and fiscal policy, as Mr. Carney has.

® (2245)

M2, which is the measure of money in the system, is still grow-
ing. The amount of M2 in the Canadian economy is still growing,
which is bizarre, because the Bank of Canada is in a mode of what
they call quantitative tightening, which is taking money out of the
system. How is it possible that M2 is growing while the Bank of
Canada is shrinking its balance sheet and taking money out of the
economy?

Some of that could be related to M2 including the measure of
money market funds, but to foreshadow a future answer from either
Mr. Mark Carney or Ms. Carolyn Rogers when we get this informa-
tion back from the bank, maybe the government's bond issuances,
the new bond issuances, have the effect of creating money in the
economy, that is, that fiscal policy is overriding monetary policy.

When that happens, the central bank has less control over the
creation of money, because when the government decides it's going
to issue another 70 billion dollars' worth of debt, it goes to the mar-
ket, issues bonds and takes cash from those who buy the bonds, but
then those financial institutions go to the Bank of Canada and they
get the balance.... Basically, in not so many words, they get credited
for it. They can borrow against the collateral of that bond, which
creates more money.

The government's own fiscal policy is creating more money in
the system.

The Bank of Canada, even just a year ago, released a paper. The
title of the research paper is “The Central Bank Strikes Back!” It
looked at how fiscal and monetary policy interact together, and
where fiscal policy starts to dwarf out a central bank's monetary
policy tools, notably, the ability to create money and the ability to
set interest rates.

With the Government of Canada's fiscal plan from the time of
COVID until now, the doubling of the national debt and the debt
management strategy that sees every year between $60 billion
and $80 billion of new borrowing required to meet the govern-
ment's financing plans, its fiscal plans, has the effect, or may have
the effect—I hope the bank will clarify this for us—of increasing
the money supply, which—guess what, Mr. Chair—increases infla-
tion. It is a contributory factor to creating inflation when you have
money creation, and the central bank is now cut out of the decision
on whether to create money, because it's the fiscal plan that's doing
1t.

Now, I did want to turn back to the podcast. I'm just kidding for
the interpreters, because I know they don't have it. It's okay. I'll
save you that. I would like to apologize for my performance the

other day. It's a very good lesson for those people who go on pod-
casts to think about what the transcript will look like when you're
done, because, oh my gosh, was that garbled. All I did was just read
it like it was provided.

I feel that Mr. Carney's book, Value(s), would be.... It has obvi-
ously been edited, so it's probably written in a way that's more con-
sumable. If I thought that Mr. Carney would give me royalties on
narrating that book, I think I would do the audio version. I don't
think it is available on Audible.com in an audio version, but I think
I would make my services available to Mr. Carney, only in one offi-
cial language, of course, because I'm not well skilled in the other. I
could maybe read it, but it would be very bad.

® (2250)

If Mr. Carney's book is not translated, I could read the book.
Then, we could take the transcript, and it would be translated.

I wonder if he would enjoy that. We could make it available in
multiple languages.

I've gone on almost as long as it seems. I don't know if that joke
translates well in French. I'm not sure. I'll have to check the tran-
script.

There is a good joke, actually, that minister Flaherty used to use.
You're giving a speech in an auditorium, and people start leaving
the auditorium one by one until there's one person left. The speaker
says, “Sir, I really appreciate the fact that you stayed to hear my
speech.” He says, “Don't thank me. I'm the next speaker.”

With that, I've held off my friend Mr. Genuis for as long as I can.
Mr. Philip Lawrence: He's not very happy.

Mr. Adam Chambers: He's like a horse in a stable. He's ready
to go. He's champing at the bit here. He really wants to get out
there. I think he's next on the list, so I'll wrap up.

I hope we have an agreement tomorrow. I appreciate the fact that
government has seemingly moved on some of its positions, and I
hope that we can come to some conclusion with input from our col-
leagues in the Bloc and the NDP about what's a reasonable timeline
in terms of getting the bill out of committee, or when we think we
could get it out of committee or start our final clause-by-clause.

I suspect we might be able to agree if it were June 3, but I'll just
put that out there as a marker. Perhaps we could pick that up tomor-
row morning, and then we may be able to hear from witnesses next
week as best we can, understanding that we will put in some addi-
tional witness testimony or additional meeting hours next week so
that we can hear from witnesses. I'm hoping that the 12 hours of
witness study will satisfy the NDP, which was hoping for more wit-
nesses from the beginning.

I'm hopeful that we can actually get to a witness study. I don't
think it's a great practice if we have House instruction for budget
bills, or certainly any bill that's 600 pages—really any bill at all but
at least a budget bill that's 600 pages.
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Mr. Chair, I appreciate your indulgence, the wide latitude that
you've provided me here this evening. I expect that Mr. Genuis will
not have the same latitude and will be held very rigidly to the rele-
vance of the sub-amendment, but thank you very much for your in-
dulgence. I appreciate it.

Good night and Godspeed.
® (2255)
The Chair: Thank you, MP Chambers.

Mr. Ryan Turnbull (Whitby, Lib.): I have a point of clarifica-
tion.

The Chair: Just before we go to our next speaker, which is MP
Genuis, | want to say that I don't agree with everything that MP
Chambers had to say, but I do appreciate his approach. He's been
calm. He's been considerate. He's been very respectful here in this
room.

Thank you for respecting our interpreters and reaching out to
them and allowing them to follow in a paced manner so that they
can do the job that they do. I thought that was great. I would hope
that other members would do that.

Unfortunately, we do have some members, or those who come as
guests at times, who do not demonstrate that type of professional
behaviour. The professionalism that I just saw from MP Chambers,
I would hope would hold through the room.

We're going to move on to MP Genuis.
Mr. Ryan Turnbull: Can I make a point of order?
Mr. Garnett Genuis: I believe Mr. Turnbull has a point of order.

Mr. Ryan Turnbull: It's more a point of clarification.

My apologies to Mr. Genuis, who I know is anxious to get started
on his speech tonight.

Could we check what resources we have for this evening, and
whether there's been any change to the resources that we might
have available to go beyond midnight if we need to?

The Chair: I can look into that.
Thank you, PS Turnbull.

MP Genuis.
Mr. Garnett Genuis: Thank you very much, Mr. Chair.

First of all, I'll say that it's an honour to follow my friend Mr.
Chambers. He and I have the honour of co-chairing an organization
called the Parliamentary Friends of a Democratic Burma, where we
work together to promote justice and human rights for the people of
Burma. I will briefly plug the work of that group. It's open to all
parties. It's been a pleasure to work with him on that, as well as to
hear more tonight about his work and experience with economic is-
sues.

I have a lot to say on the substance of the issue before us, but |
want to begin by making some comments about the workings of
this committee and respond to your disparaging personal remarks
about me.

I'll begin by noting that I didn't read the Standing Orders yester-
day. The Standing Orders of the House of Commons, which estab-
lish rules for the operation of this committee, include Standing Or-
der 119, which states:

Any member of the House who is not a member of a standing, special or legisla-
tive committee, may, unless the House or the committee concerned otherwise or-

ders, take part in the public proceedings of the committee, but may not vote or
move any motion, nor be part of any quorum.

I think that section is extremely clear. That's not in some Speak-
er's ruling, commentary or supplementary—

Mr. Ryan Turnbull: I have a point of order, Mr. Chair.
The Chair: I'm going to interject.

Mr. Garnett Genuis: That is one of the Standing Orders.
The Chair: There's a point of order.

PS Turnbull.

Mr. Ryan Turnbull: I'm sorry. I believe we're still debating a
subamendment.

Actually, the subamendment was withdrawn, so there's an
amendment on the floor. I'm not sure—

® (2300)
The Chair: We are on the subamendment.

Mr. Ryan Turnbull: Yes, it's the new subamendment. I apolo-
gize. I misspoke there for a second.

However, I'm not sure what the relevancy of Mr. Genuis's argu-
ment is here.

Mr. Garnett Genuis: I'll bring it back.

Mr. Ryan Turnbull: It sounds like he's going back to something
that happened yesterday, which doesn't seem relevant to the debate
at hand.

Maybe you could bump him gently back into the lane.
The Chair: Thank you, PS Turnbull.

What I will do is clarify for MP Genuis that the Standing Orders
state that, if not subbed in, the committee may not authorize the
member to speak. It is a committee decision to do so.

There was no implied consent from this committee for you to do
so, MP Genuis. I think you understood that. That is the standing or-
der.

You can get on now with the debate.

Mr. Garnett Genuis: Chair, just on that point of order—I am
keen to avoid crosstalk, so I let you finish and now I'll make my
comments—you said, “the Standing Orders state”. Then you read
some text off your phone, or appeared to behave as if you were
reading some text. The text you were reading is not actually text in
the Standing Orders. If it is, I wonder if you could cite the specific
standing order.

What I just did was say that I was about to read Standing Order
119, and then I proceeded to read Standing Order 119. You asserted
an idea, a concept, a doctrine. I mean, it might be what you think
the Standing Orders should be, but it's not actually what the Stand-
ing Orders are.
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Standing Order 119 explicitly says the following:

Any member of the House who is not a member of a standing, special or legisla-
tive committee, may, unless the House or the committee concerned otherwise or-
ders, take part in the public proceedings of the committee

What that means is that if there is an order of the committee, one
that the committee has adopted and that the committee has voted
on, to say that notwithstanding the usual practice, it will not allow
associate members to raise points of order or to speak—and the
committee may adopt such an order—then that order applies. How-
ever, in the absence of an order, the rules established under Stand-
ing Order 119 apply. This is what every single other chair in this
place knows and has applied.

Now, I think we have a general problem in terms of understand-
ing how rules should apply and what constitutes decorum, because
you got very angry at me yesterday and proceeded to make all
kinds of disparaging personal comments. I don't take that personal-
ly, but I'm concerned about adherence to the rules. You got very an-
gry when I repeatedly tried to raise points of order that simply in-
volved stating the rule that every other chair knows. You don't
know that rule, or maybe you don't want to know that rule, but
Standing Order 119 doesn't give you the discretion to ignore it.

I hope we don't have this problem going forward. I would like to
spend as much of my time as I can on the balance of my remarks. [
just think it's important for you to understand that your authority as
chair does not come from your arbitrary will. Your authority as
chair emanates from the rules. The rules establish that you, as chair,
do have certain authority over certain matters. You also don't have
authority over other matters. You can't order a member to change
their tie colour or to get a haircut or something. That's outside your
jurisdiction as chair. You can order a member to take certain action
in the context of a committee meeting. When a member moves a
certain motion, you can proceed to call it. There are actions that
you can take as chair. Those are prescribed by the rules.

What was happening yesterday was that you were kind of de-
manding adherence to your arbitrary will, even though your arbi-
trary will was explicitly at odds with what was in Standing Order
119. You characterized my actions in the committee in curious
ways. You said that a member can't just barge into a committee, sit
down at the table and raise points of order.

Well, actually, a member is welcome to enter a committee meet-
ing. That's what Standing Order 119 says. There are special cases
where a special order has been adopted, but a member is welcome
to enter a committee room. Any one of my colleagues can go into
any committee room.

In fact, it may have just occurred. A member who may not be a
regular member of this committee has just walked through the door
of the committee room. I would affirm his right to do so. I wouldn't
characterize him as having barged in. I would say he has a right to
come into the room. He's providing, in fact, an object lesson in pre-
cisely the point I'm making. Some would deem his action of bring-
ing donuts as disruptive. I do not. I affirm his right, his privilege, to
proceed as he has. If this gentleman were to sit at the table and raise
a point of order, again, he would be protected by Standing Order
119 in his ability to do so.

I hope that can be received, Chair, in a spirit of fraternal correc-
tion, because I have sensed the hostility you feel. I do just want to
challenge all chairs to know the rules.

® (2305)

The rules are what protect your credibility in your position, and
you don't have problems of order if you exercise the authority
you're given by the rules.

I hope we will be able to operate going forward on the basis of
adherence to the rules, and Chair, that you and I will have a more
constructive and warm relationship going forward.

I will continue to enter committee rooms and to assert my right
as a member on behalf of my constituents to do their work. I am not
a regular member of the finance committee, but, nonetheless, my
constituents do have an interest in finance issues, and they want me
to speak—

Mr. Ryan Turnbull: On a point of order, no doubt, based on Mr.
Genuis's comments, I'm able to make a point of order at any time.

1 just want to ask for relevance again. Mr. Genuis has gone on for
a good length of time about something that happened yesterday, on
which, quite frankly, I think you ruled fairly.

I know that Mr. Genuis did not contest the chair's ruling on that;
if he had, we could have voted on that. In any case, my main point
is, could he get back to the matter at hand, and could you encourage
him to stay relevant? There is a standing order on that, which I can
cite if you would like.

The Chair: You want him to stay relevant—
Mr. Ryan Turnbull: I can find that if you need it.

The Chair: MP Genuis, could you get back to the debate on the
subamendment, please.

Mr. Garnett Genuis: Well, thank you, Chair. It is gratifying to
know that my soothing manner has put the committee in a good
mood. If only the chair had allowed me to speak yesterday, I might
have been able to calm the storm. But here I am now, and Mr. Turn-
bull won't have to wait any longer, because although I do think my
carlier comments were relevant, I do want to speak now specifical-
ly about the programming motion.

Mr. Ryan Turnbull: On a point of order, Standing Order 11(2)
under Order and Decorum speaks to relevance. Thanks.

The Chair: Thank you, PS Turnbull.

MP Genuis, go ahead.

Mr. Garnett Genuis: Thank you.

I want to thank Mr. Turnbull for that as well as the people else-
where in the room, who no doubt played some role in furnishing
him with that so quickly.
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I never disputed that such a standing order existed. I was just cu-
rious as to whether he knew it. But I will say, of course, that the
interpretations of relevance have some latitude, especially when
you're responding to previous comments that were made. If a mem-
ber, say a chair, made a comment and I was responding to com-
ments that were made in a debate, it would be hard to say that re-
sponses to previous comments made in a debate were not relevant
if those previous comments were deemed relevant.

Mr. Ryan Turnbull: Can I use the Simms protocol and maybe
ask Mr. Genuis whether latitude and discretion for chairs on other
standing orders also apply?

Mr. Garnett Genuis: I do love that the Simms protocol is being
cited, because I recall that from the days of our great discussion
back at PROC in the 2017 period, when Mr. Turnbull wasn't even a
member.

The Chair: Mr. Genuis, let's take a page out of MP Chambers'
book and the way he acted, and let's get on with your debate.

® (2310)

Mr. Garnett Genuis: | think we're furnishing Mr. Chambers
with some great material for his householders, so let me go further
and say that every day I wake up and think about how I can be
more like Adam Chambers in how I comport myself.

Mr. Turnbull had a clever retort, which I missed. I wonder if we
could use the Simms protocol to allow him to say it on the record.
It would be a tragedy if that weren't captured by Hansard.

The Chair: MP Genuis, PS Turnbull and everybody else, please,
for those who are not speaking, enjoy your apple fritter, which
came through thanks to Minister Beech.

Now, MP Genuis, please return to the debate.

Mr. Philip Lawrence: Just on a brief point of order, clearly Mr.
Turnbull was making an insult against his colleague Mr. Weiler,
who was indeed attempting to be Mr. Adam Chambers.

The Chair: MP Genuis.

Mr. Garnett Genuis: Thank you. The Leader of the Opposition
has certainly done wonders for the promotion of apples in this
country, and I'm glad to see that apple fritters have even been em-
braced by our colleagues across the way.

I want to speak about the programming motion that is before this
committee. Sadly, I will have to condense my remarks because Mr.
Chambers had a great deal to say. It was very good, though. Maybe
if I don't finish, I'll continue at a subsequent session.

What is before this committee is a programming motion in rela-
tion to the budget, and we are debating an amendment and a suba-
mendment on that programming motion. This programming motion
prescribes or seeks to prescribe a series of very specific things
about how the study of this budget bill will unfold. The first obser-
vation I wanted to make is that it strikes me as curious that the fi-
nance committee has seemed to have this persistent practice of
thinking that it needs to have a very prescriptive, specific program-
ming motion before it begins the study of a budget bill. This has not
been, in my experience, the way most committees have proceeded
with the study of legislation.

Inevitably, the process of studying legislation may take you in a
variety of different directions. It may be an inquiry that you think at
points is going to be simple and it ends up being complex. At other
points, you think it's complex and it ends up being simple. Or you
hear from one witness who says we really must hear such and such
a person, and there is a certain natural ebb and flow. But then
there's also maybe a time when members say, okay, we've heard
enough. A committee doesn't have infinite time to study a matter.
We may decide we really need additional meetings, so we're going
to schedule extra meetings, or we don't need the time prescribed, so
we can schedule fewer meetings. The normal thing, it would seem
to me, when you're undertaking any kind of inquiry, would be that
you have some flexibility in the context of the inquiry.

I can't imagine a person, for instance, starting a Ph.D. thesis and
saying that it will take x number of years, months, days and hours,
and once time has elapsed, I will stop there, regardless of whether
or not I'm finished or something. That wouldn't make much sense.
We are bound by timelines to some extent, but inquiries should
have some degree of flexibility to them. Yet, a number of times that
I have subbed in at this committee, it has been because in advance
of consideration of the subject matter at all we have this NDP-Lib-
eral coalition wanting to prescribe the parameters of study, includ-
ing in that prescription very specific draconian measures about
what would happen if a timeline is not met.

I will say that I think this would be actually quite surprising to
many of my constituents, that the proposed programming motion
says that if after a certain point in time certain aspects of the bill
have not been considered or disposed of:

all remaining amendments submitted to the Committee shall be deemed moved,
the Chair shall put the question, forthwith and successively, without further de-
bate on all remaining clauses and proposed amendments, as well as each and ev-
ery question necessary to dispose of clause-by-clause consideration of the Bill,
as well as all questions necessary to report the Bill to the House and to order the
Chair to report the Bill to the House as soon as possible;

What that means is that at a certain point in time—and we have
seen this happen at certain committees—after that time has elapsed,
the chair simply reads out amendment number 13, clause 42, and
members vote yea or nay. The clause isn't read; the amendment isn't
read. If members of the public or stakeholders are trying to follow
what's going on, they receive no information whatsoever about
what's happening. It is in my judgment, one of the most, if not the
most, outrageously undemocratic things that we allow to happen in
our democratic legislature, to have committees vote successively
and without debate on amendments and clauses.

There may be cases where committees decide to adopt time lim-
its for members or for amendments or for clauses.

® (2315)

Although those things don't exist automatically, it is within the
rules to allow the adoption of such provisions by the committee.
The putting of questions successively without debate or amend-
ment, and without those questions even being read, I would say,
presents a profound challenge to the way our democratic institu-
tions should function.



May 22, 2024

FINA-143 21

By the way, how we've seen that interpreted.... For instance, in
the case of the natural resources committee, which is, I think, the
last place and time this occurred, the putting of those questions suc-
cessively and without debate was done in a way that did not allow
the movement of any subamendments. The decision not to move
subamendments provided greater latitude for the moving of suba-
mendments in the House. This led to 48 hours, or maybe 36 hours,
of successive votes on motions in the House that could have been
properly disposed of at the committee stage.

Even if the government's objective is to ram things through as
quickly as possible, it's actually counterproductive to what seems to
be its own objectives. I'm not generally in the business of giving the
government advice, but that point, at least, is notable.

It's important for Canadians to understand what's happening here.
We're at the finance committee, which is charged with studying the
budget bill. The committee has not yet received the budget bill
from the House, yet the government is putting forward—

The Chair: I'm going to interject. I'm sorry, MP Genuis.

We have received the budget bill. We have.
Mr. Garnett Genuis: Was that just now?
The Chair: We received it today. Yes.

Mr. Garnett Genuis: Okay. The committee has just received the
budget bill—just today.

To Mr. Turnbull's point, the government proposed, even before
the budget bill had been at this committee, that the committee
would, if the preferred timelines were not met, dispose of every as-
pect of the bill without debate or amendment.

My preference would be, in terms of the operations of this, that
the committee not try to adopt a programming motion, that it would
just proceed in the usual fashion that committees operate: it invites
witnesses, ministers come and present on the bill, witness lists are
submitted, and the work of the commiittee is able to unfold. Yet, this
government does persist in wanting to proceed, I think, in a way
that undermines the effective functioning of our democratic institu-
tions.

There was a lot of discussion today about trust in institutions and
about potential threats to democracy. In that context, I think it's im-
portant to just reflect on the responsibility of democratic institu-
tions to try to be trustworthy, to earn the trust of the public by being
transparent, by operating in ways that allow proper public scrutiny,
questioning and proper democratic debate. I would think that Cana-
dians, who are just reflecting on how much trust they should or
should not have in our democratic institutions, if they were to turn
on CPAC to watch a committee, and they were to see that questions
were being called and voted on not only without debate, but with-
out those questions even being read, I think they would see that as a
problem.

I hate to prevail on Mr. Chambers again after how well he's done
tonight, but I do wonder if he would put some water in my glass at
this point.

Mr. Adam Chambers: I'll put some water in that wine.

Mr. Garnet Genuis: Thank you. No, there's no wine there, un-
fortunately.

The subamendment we're debating deals with the proposed invi-
tation of Mr. Mark Carney to appear before the committee. It reads
as follows:

That the week of the 28th and future meetings be dedicated to hearing from wit-
nesses for no fewer than 12 hours and the clerk invite Mr. Mark Carney as a wit-
ness to testify with respect to Budget 2024, the economy and the environment
for no fewer than two hours.

This has been something we've put forward. Conservatives are
interested in hearing from Mr. Mark Carney for a number of differ-
ent reasons. | will just point out that although committees do not
have the power to order the appearance of a minister or a party
leader or a member of Parliament or a prime minister, these are po-
sitions that Mr. Carney, according to repeated news reports, aspires
to, but he doesn't currently hold, which means that the committee
actually does have the power to order the appearance of Mr. Mark
Carney. Yes, the committee could decide to compel his appearance.

Conservatives have taken, I think, a very measured, moderate
and respectful approach in this case, and we have not put an order
to appear in the subamendment. We haven't suggested conse-
quences for non-appearance. We haven't proposed, for instance, the
matter could be referred to the House as a matter of privilege if Mr.
Carney did not appear. This is merely an invitation—I should say a
genteel courtesy—provided to somebody who no doubt has an evi-
dent interest in participating in public debate around the matters
that have been described in the motion —the budget, as well as the
economy and the environment more generally.

Mr. Carney seems to actively seek platforms on which to speak
about his perspectives on these issues. It can hardly be thought of
as hostile or unkind for the gracious and genteel members of the
Conservative caucus in this committee to offer this invitation to Mr.
Carney.

® (2320)

This subamendment could be adopted, and Mr. Carney might
write back to the committee and say, “ No, thank you. I prefer soft-
ball questions to the challenging, thoughtful and probing questions
that members like Mr. Chambers might ask.” That might be his re-
sponse. The motion as written does not prescribe any negative con-
sequences if he were to provide that response.

I wonder why the Liberals have been so triggered by an invita-
tion that might be offered to Mr. Carney. I will just note that a simi-
lar invitation has been extended by various Liberal conventions. If
Liberal conventions could invite Mr. Carney to speak without ob-
jection, then why would these same members object to him appear-
ing before this committee? We might ask him somewhat more sub-
stantial questions than the current Minister Ien did. Nonetheless, he
is a public person seeking public platforms to comment on public
issues, and we are providing him with an invitation to participate in
that public debate.

It's not clear to me why the government in general, and I believe
the NDP as well, have not warmed to this recommendation, al-
though maybe the NDP are in favour of it. I guess we'll see.
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The key point here is that it's an invitation. It may be that gov-
ernment members don't want Mr. Carney to appear because the
Prime Minister is uncomfortable with our willingness to help Mr.
Carney raise his profile. It may be that Mr. Carney does not want to
receive the invitation, although surely if he didn't want to receive
the invitation, he could simply decline it and that would be that.
The implication of the unwillingness of government members to al-
low Mr. Carney to be invited suggests that maybe he would be will-
ing to appear.

There are others who do not want him to appear. Perhaps the
Liberal whip is considering a Liberal leadership run herself and
would rather not provide Mr. Carney the profile and has provided
corresponding instructions to committee members. They're curious,
the steps that have been taken by the Liberals; therefore, it does in-
vite these kinds of speculations about the curious machinations go-
ing on in the Liberal caucus these days.

Why do we want to hear from Mark Carney?

One thing I should mention before that is that Mr. Carney recent-
ly appeared before the Senate finance committee, I believe. It is al-
so curious that he was happy to make himself available to that com-
mittee.

We have two chambers, the House and the Senate. A third cham-
ber is here, Adam Chambers. We have the House, the Senate and
Adam Chambers. We have three chambers in our system. Mr. Car-
ney has appeared before one of them. We would propose that he
have a chance to appear before the other two at the same time. Why
is there a willingness to appear before the Senate and not the
House?

There were very talented Conservative senators who did appear
and did ask questions of Mr. Carney. Surely elected members of the
House speaking on behalf of their constituents should have the op-
portunity to do the same.

Why is it that we have an interest in hearing from Mr. Carney? [
think that there are a number of different reasons. The perspectives
that Mr. Mark Carney has on the budget and on other topics related
to the economy and the environment are an important matter of
speculation, because Mr. Carney is very clearly positioning and or-
ganizing himself to contest the Liberal leadership when it becomes
available.

® (2325)

Nobody knows the day or the hour when that will occur. It will
of course occur at some point. Such is the nature of things. The ex-
pectation is, based on the positioning, on the campaigning that's
happening by Mr. Carney and his team, that he will contest the
leadership of the Liberal Party.

I will say as well that the Liberal Party has a history of having
somewhat undemocratic leadership races. They have a history of
trying to engineer coronations for chosen candidates. I think, for in-
stance, that a previous chosen one was Michael Ignatieff, much
favoured by the Liberal executive, showing their political insight in
the course of engineering that leadership race at that time.

If Mr. Carney contests this and if he is the chosen one of the Lib-
eral elites, he may even briefly serve as prime minister prior to the

next election. We don't know, of course, but it is in the context of
his leadership positioning that there is a great deal of speculation
about what his views are on various subjects and how those views
could inform the direction of our country. It is in that spirit of trying
on behalf of our constituents to get clarity on the approach he
would take on certain issues that members are seeking his atten-
dance at committee.

There's another particular reason why I'm interested in hearing
from Mr. Mark Carney. Before I get to that, though, Chair, I do
want to make sure we have quorum because I want to make sure
members hear what [ have to say.

Do we have a quorum?

® (2330

The Chair: Yes, we do have quorum.

Mr. Garnett Genuis: Excellent. I'm glad that's been clarified,
Chair, and I welcome back the members who have returned to us
for the purposes of quorum.

A few years ago, I read Mr. Carney's book, Value(s), because I
was curious to know what he had to say. It was interesting. It prob-
ably reflects themes that the current Prime Minister would associate
with himself as well, but it was expressed in a somewhat more so-
phisticated tone than maybe we hear from the current occupant of
that position.

1 do think it's an interesting read. I disagree with a lot of it, aside
from the speculation about current politics and leadership position-
ing and specific issues that are raised by the specific measures in
the budget. I would be interested in having the opportunity to en-
gage Mr. Carney in a discussion about his thesis more broadly.

I do notice that generally, in the aftermath of the publication of
that book, he gravitated towards softball-type interviews where
people said, “Oh, you've written this long book. Isn't this phenome-
nal? Not everyone can put that many words in a row. Tell us how it
felt. Where can people buy the book?” and so forth. This is the
quality of journalism that you get when you subsidize it with the
public purse.

However, I think there are interesting ideas in the book that
should be substantially debated because they perhaps entail unseen
or at least less obvious problems. He has seemed to shy away from
hard-hitting debate or challenge in relation to his ideas. I think this
committee, frankly, would provide that opportunity. I'm not going
to promise that we will assume the same softball tone that he has
experienced in certain other fora, but it will be an opportunity to
have substantive debate around around those ideas.
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I pulled up a Guardian article here that summarizes the book. I'm
not sure if the proper way to say it is “value” or “values” because,
in the title of the book, he has the “s” inside brackets, which is, 1
think, intended to demonstrate the question of what is a value and
what are values at the same time. It is a legitimate sort of literary
device, although it makes it somewhat ambiguous to know how the
title should be read out. Anyway, there's a review I found in The
Guardian when I was just reflecting on what I was going to say
about his ideas that is a bit fawning, sadly, but I will nonetheless
read it because it does at least give you that perspective. I'll read
parts of it anyway. If it's too fawning, I may just have to stop.

The Guardian editorial describing the book says the following—
Mr. Philip Lawrence: I have a point of order.

I think that's on the Internet. Is it possible for Mr. Genuis to give
a link to the clerk to give to the interpreters to help them interpret
that?

Mr. Garnett Genuis: All things are possible, but not all things
are profitable. I think that is the—

® (2335)

The Chair: Can you provide as much information as possible to
the interpreters to help them do their job?

Mr. Garnett Genuis: [ was about to send it to FMO by accident.
The appropriate email is FINA. That's not to suggest that I email
FMO so regularly that it comes up automatically, Chair. I wouldn't
want that.

Ms. Rachel Blaney (North Island—Powell River, NDP): Do
you want us to spell it for you?

Mr. Garnett Genuis: It's a good thing this isn't the spelling com-
mittee, Chair.

Ms. Rachel Blaney: I'm just trying to help—solidarity.

Mr. Garnett Genuis: Thank you. I appreciate the solidarity
shown by colleagues.

I am now sending the link to FINA@parl.gc.ca. I hope I spelled
that correctly.

I'm not sure if I'll read the entire thing, but I will at least refer-
ence it, as a kind of preface, and then I want to present some of my
counter-arguments.

The Guardian says:

If 25 years ago anyone had suggested that one of the world's most prominent ex-
central bankers would launch an intellectual broadside at free market fundamen-
talism for shredding the values on which good societies and functioning markets
are based, I would have been amazed. If, in addition, it was suggested [that] he
would go on to argue that stakeholder capitalism, socially motivated investing
and business putting purpose before profits were the best ways to put matters
right, I would have considered it a fairy story. Although writing in this vein in
the mid-1990s made my book, The State We're In,—

It's sort of fawning over self as well, which is typical of certain
writing. Anyway:
—one of the past century’s political bestsellers, the newly elected Labour gov-
ernment was terrified of going near most of it for fear of being cast as anti-busi-
ness and interventionist. Now Mark Carney, governor of the Bank of England
until this time last year, has turned his hand to driving ideas once considered ec-
centric into the mainstream.

This continues, sadly:

In a mix of rich analysis mixed with pages that read like a dry Bank of England
minute—

It's not too fawning at that point. Anyway:

—he blames the three great crises of our times—the financial crash, the pandem-
ic and the climate emergency (he is the UN's special envoy on climate action and
finance)—on twisted economics, an accompanying amoral culture, and degraded
institutions whose lack of accountability and integrity accelerate the system's
disfunction. Thus banks lost control of reality in a fantasy world in which bal-
ance sheets could grow exponentially without risk—another market would han-
dle that—indulged by governments and regulators who believed that markets
were always right.

Then came the Covid pandemic, for which western governments were singularly
unready, relying on dubious cost-benefit analysis rather than valuing what we as
humans tend to—our lives and looking out for one another. The same mistake is
being made with climate change.

Maybe I'll pause there, because I can only take so much of this at
once.

To make one sort of general observation about this kind of cri-
tique of markets, I always find it curious when people critique mar-
kets or say that markets have failed because they don't do the things
that they were actually never intended to do.

The private market has a specific purpose. It's designed to allow
free people to acquire goods in exchange for other goods, for things
they own. It is designed to facilitate the creation of wealth. The
market has certain defined objectives. Markets are not and should
not be thought of as the source of ultimate meaning and purpose, as
the furnisher of all material and non-material goods for human be-
ings. That's not the purpose of markets. Nobody thinks that's what
markets do or should do.

When you have some of these arguments that present themselves
as critiques of the market system because the market doesn't furnish
us with perfect happiness, that's like saying I hired an economist to
paint my fence and he didn't do a very good job. That doesn't mean
he's a bad economist. It just means that you're trying to apply one
skill set to an activity that is unrelated to that skill set.

Of course markets don't guarantee social cohesion or happiness
or perfect harmony: There are other activities and institutions that
have as their objective the realization of those ends. It is curious to
hold markets accountable for failing to do the thing that they were
never supposed to do.
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This is part of Mark Carney's critique in his book. He says isn't it
terrible that a market-oriented capitalist system hasn't done all of
the things that it was actually never supposed to do. What free mar-
kets have done is that they have lifted people out of poverty.
They've furnished societies that have used them with significantly
more prosperity and flowing from that prosperity choice than
would have been possible without the use of the tools associated
with a free market. Well-functioning market systems lend them-
selves to innovation, to the development of new technology, to flex-
ibility, to a more empowered citizenry, to a situation in which op-
portunity is more accessible to more people, where social relations
aren't calcified based on the class people are born into, or at least
not to the same extent, and a less well-off person can come up with
ideas that allow them to advance their material condition.

These are all good things and are reasons why conservatives are
generally supportive of market systems. The conservative tradition,
though, has always emphasized the primacy of non-material values.
It recognizes non-material values like a recognition of the role and
importance of faith, of family and freedom, of subsidiarity and soli-
darity. There's a recognition of universal human dignity, responsi-
bility and creativity, and that these non-material values are the
foundation of a good society. A society that only focuses on the
material and not on the realization and advancement of non-materi-
al values is not going to succeed.

It has been certain forms of left-wing thinking that actually have
tended towards the extremes of materialism, and that has generally
not been characteristic of the conservative tradition. In fact, if we
go back several hundred years, there were times when what was
called conservatism did not include the same sort of positive orien-
tation towards the free market that we associate with conservatism
today. Yet, this sense of the primacy of certain kinds of non-materi-
al values has always characterized the conservative tradition
through, I would say, the entirety of its existence.

As for the critique that at first blush is advanced by this book,
that markets don't solve every problem, of course they don't. That's
on one level trivially obvious, but the trajectory of his sort of devel-
oping argument goes in a dangerous direction.

The Chair: I'm suspending for five minutes just for a health
break for myself.

® (2340) (Pause)

® (2345)

The Chair: We're back.

MP Genuis, go ahead, please.
Mr. Garnett Genuis: Thank you, Chair.

I did say off-mic that since I offered some criticisms of your
chairing approach, I want to balance that criticism with some affir-
mation. [ think it was a legitimate use of the chair's discretion to
call a suspension when you did, so I do want to commend you for
using your powers in ways that accord with the parameters estab-
lished by the history of this institution and the Standing Orders.

We are discussing a subamendment to a programming motion.
The programming motion is about a 600-page budget bill that will
be coming before the committee, the budget implementation act,
which implements the budget and makes various changes to a sub-
stantial number of other statutes. I recall how the current Prime
Minister, before he was in office, promised that there would be no
more omnibus bills and that he would do away with the practice of
omnibus bills. I'm not sure, and my colleagues can correct me if I'm
wrong, but it seems like this may be one of the longest budget im-
plementation acts that has ever existed in the history of this great
nation. It is the biggest budget bill for the biggest debt for the
biggest government that we have ever seen.

Of course, Conservatives prefer a small government and big citi-
zenship, a big society characterized by the kinds of non-material
values I was speaking about before, but also by the freedom for in-
dividuals to engage in productive commerce, to make good ideas
go and to test their ideas against the choice of their fellow citizens.

We have this large budget bill that has just been delivered to this
committee, but prior to the presentation of that budget bill, our dear
friends across the way put forward a programming motion. The na-
ture of that programming motion is to prescribe specific time pa-
rameters around when, how and for how long this committee will
hear from various people over the course of its study and to provide
a kind of cliff cut-off that, after a certain point in time, not only will
there be no more discussion but even no more reading out of
amendments and the rapid disposal of the aspects of this legislation
will occur.

As I said earlier, it's doubtful that such a programming motion is
necessary at all. [ think that if we were to adjourn this meeting and
the chair were to proceed to invite witnesses to appear on the bud-
get bill, the committee could quite easily proceed with its work.

In that context, by making proposals and raising objections to
various aspects of this programming motion, the Conservatives are
not in any way whatsoever impacting on or impeding what could be
the work of the committee. It would be a simple matter for the com-
mittee to say, “Okay, we're ready to adjourn.” We're ready to then
have the chair put out notices of meetings for subsequent meetings
that involve witnesses appearing.

The usual manner of witnesses appearing is that we start with
ministers, ideally for two hours, providing testimony on the bill that
is before the committee. Subsequently, various witnesses will be
called, and those witnesses will be identified through the submis-
sion of witness lists from parties. Those witnesses will be sched-
uled in accordance with their availability in a manner that is fair to
all parties. That is the normal way committees undertake their
work. The committee has the flexibility as that work proceeds to
understand the appropriate timelines that should be associated with
that work and, as that unfolds, to then decide that they've heard
enough and are ready to proceed to clause-by-clause or that perhaps
they haven't heard enough and maybe they want to hear from addi-
tional witnesses. These are normal ways that committees operate.
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We're seeing this government continue to operate in a draconian
and, I think, dangerously undemocratic fashion by putting forward
very long budget bills that are designed in a way to minimize the
public scrutiny that they're subject to. Also, in the process of
putting these long budget bills, they put them forward relatively
late in the budget cycle, as my colleague Mr. Chambers spoke
about, and then try to prescribe a narrow and rapid timeline for
these processes to unfold. I think the committee could do its work
well if it simply did its work in the normal fashion.

That is the kind of general context of the debate we're having.

Conservatives have made a number of proposals that relate to at
least cleaning up aspects of this programming motion to take out
the worst and most draconian parts of it.

Our original amendment still involves establishing a date on
which clause-by-clause consideration would begin, but it allows
that clause-by-clause consideration to unfold without a kind of cliff
provision, such that after a point in time had passed there would be
no more reading of the questions and no more debate whatsoever.

Following that, we have also put forward a subamendment that
establishes the following:
That the week of the 28th and future meetings be dedicated to hearing from wit-
nesses for no fewer than 12 hours and the clerk invite Mr. Mark Carney as a wit-

ness to testify with respect to the Budget 2024, the economy and the environ-
ment for no fewer than two hours.

I was talking a little bit about Mr. Carney's philosophy that he's
been advancing recently and what he's been talking about in the
context of his recent book. I was quoting from various places that
describe it.

It may be logical for me to identify his core argument in a more
summative way and then talk about it.

Before I do, I want to observe that the other element of this suba-
mendment is to state that we will hear from witnesses for “no fewer
than 12 hours”. I'm not sure the exact page number, but with a bud-
get bill of at least 600 pages—perhaps more than that—12 hours of
witness testimony is 50 pages of the budget bill per hour. That
doesn't seem like a lot of witness testimony in proportion to the
number of hours for the content and the detail of a budget bill.

In context, that means roughly one minute of witness testimony
would correspond to one page of the budget. That is a very limited
amount of time, given the way each page of this budget bill goes
through specific legislative changes that repeal or add certain leg-
islative provisions. That is just overwhelmingly minimal, actually,
in terms of what's been put forward. I think it's hard to argue that
we're not being reasonable in terms of prescribing the amount of
time.

® (2355)

I've been at other committees where you might have a relatively
short private member's bill that's one line or a few pages, that is the
subject of multiple hours of witness testimony, of very detailed ne-
gotiations among parties. We're in a minority Parliament, so you
would hope aspects of this legislation could be the subject of debate
around what amendments might be considered and supported. It is

the normal thing. It should be the normal thing for those aspects of
the legislation to be subject to consideration and negotiation in a
reasonable process and over a reasonable amount of time. Also, the
committee might be able to hear in the course of its witness testi-
mony from different witnesses with expertise on different aspects
of the proposed changes.

I know the budget bill contains some specific provisions that re-
late to my portfolio, international development, that make some
technical changes with regard to how changes are made.

As I said, the failure to provide the appropriate rural top-up to
the people of York—Simcoe is a primary grievance of members of
our caucus. We have been fighting persistently, at the prompting of
the member for York—Simcoe, for that rural top-up to be provided.

By sheer coincidence, just as I was raising that issue, the member
for York—Simcoe has joined us today. I think members will affirm
that I have spoken of nothing else but the top-up for the residents of
York—Simcoe—

An hon. member: It's the soup and salad bowl of Canada.

Mr. Garnet Genuis: —the soup and salad bowl of Canada, as
it's known in the mind of the member and perhaps other places as
well.

Chair, I see there are bells going. Is that relevant to us or not?
That's just signalling, I suppose, not the end of anything other than
the proceedings of the chamber. Normally it signals a vote, but no-
body has called a vote at this time, so I'll continue.

I do welcome a number of members who've joined us. I want to
assure the new members who are entering the room that we have
successfully established that Standing Order 119 applies in this
committee, so you are welcome to be here and exercise your rights
as members of Parliament.

We have before us an amendment and a subamendment that no
doubt have some relationship to the rural top-up, but also deal with
the broader aspects of the budgetary policy of the government. It
proposes, as I was discussing, that no fewer than 12 hours be allot-
ted for hearing from witnesses. I've emphasized, given the length of
the budget, that that works out to roughly one page of the budget
per one minute of testimony, which, I would say, is the floor, not
the ceiling, in terms of the amount of testimony this committee
would want to hear.

That's the aspect of the subamendment that deals with the
amount of time the committee would spend hearing from witnesses.
One other aspect—and the motion continues—is an invitation to
Mr. Mark Carney to appear “as a witness to testify with respect to
the Budget 2024, the economy and the environment for no fewer
than two hours”. As members know, that is an invitation which Mr.
Carney could decline. This subamendment does not propose a sum-
mons for Mr. Carney, it proposes a gracious invitation, and we shall
see how he will respond to that invitation.



26 FINA-143

May 22,2024

® (2400)

It may be that Mr. Mark Carney is interested and wants to appear.
If he does, he might wish to send a note to his supporters in the Lib-
eral caucus saying that he would like to have that opportunity to ap-
pear before the committee. I did make the observation that he has
seemed to prefer the gentle halls of softball interviews to the sub-
stantive opportunities for discourse of a potentially sharper nature
that one might find in the hallowed halls of this great institution.

Mr. Carney's core thesis in his—at least by Liberals—much-dis-
cussed book, Value(s), is what might be described as stakeholder
capitalism. It's the idea of stakeholder capitalism. In that sense, his
thesis is fairly similar to a book written by Klaus Schwab called
Stakeholder Capitalism, which also provides that argument. Mr.
Carney's book is longer, and it contains more specific and detailed
discussions of certain points of history, but his thesis is essentially
the same.

The defenders of stakeholder capitalism are providing, in my
judgment, what is essentially a defence of plutocracy. Plutocracy is
defined as a country or society governed by the wealthy. I am
strongly opposed to plutocracy. I think it should be one person, one
vote, not one dollar, one vote or one shareholder, one vote. It
should be one person, one vote.

Defenders of stakeholder capitalism don't announce themselves
as defenders of plutocracy. Substantively, that is the nature of the
system that is being proposed. The idea of stakeholder capitalism is
advanced as an alternative—

® (2405)
The Chair: Thank you, MP Genuis.

We're suspended until later today.
[The meeting was suspended at 12:06 a.m., Thursday, May 23]

[The meeting resumed at 11:04 a.m., Thursday, May 23]
® (3500)

The Chair: I call this meeting to order. It's good to see every-
body.

Welcome to meeting number 143 of the House of Commons
Standing Committee on Finance. Pursuant to Standing Order
108(2), the committee is meeting to discuss the subject matter of
Bill C-69, an act to implement certain provisions of the budget
tabled in Parliament on April 16, 2024. Today's meeting is taking
place in a hybrid format pursuant to Standing Order 15.1.

Before we begin, I'd like to remind members and other meeting
participants in the room of the following important preventative
measures to prevent disruptive and potentially harmful audio feed-
back incidents that can cause injuries.

All in-person participants are reminded to keep their earpieces
away from all microphones at all times. As indicated in the commu-
niqué from the Speaker to all members on Monday, April 29, the
following measures have been taken to help prevent audio feedback
incidents.

All earpieces have been replaced by a model that greatly reduces
the probability of audio feedback. The new earpieces are black in

colour, whereas the former earpieces were grey. Please use only the
approved black earpiece. By default, all unused earpieces will be
unplugged at the start of a meeting.

When you're not using your earpiece, please place it face down
on the middle of the sticker for this purpose, which you will find on
the table, as indicated. Please consult the cards on the table for
guidelines to prevent audio feedback incidents. The room layout
has been adjusted to increase the distance between microphones
and reduce the chance of feedback from an ambient earpiece.

These measures are in place so that we can conduct our business
without interruption and to protect the health and safety of all par-
ticipants, including the interpreters. Thank you for your co-opera-
tion.

I'd like to make a few comments for the benefit of members.
Please wait until I recognize you by name before speaking. For
members in the room, please raise your hand if you wish to speak.
For members on Zoom, please use the “raise hand” function. The
clerk and I will manage the speaking order as best we can. We ap-
preciate your understanding in this regard. This is a reminder that
all comments should be addressed through the chair.

We will now resume debate on the motion by Mr. Turnbull and
the amendment by Mr. Hallan. We also have a subamendment from
Mr. Chambers.

The list, as I have it here, has changed a few times. I have MP
Morantz—I have MP Green, but I don't see MP Green here in the
room—and then MP Lawrence and MP Hallan. They are on the list
that I have at this time.

MP Morantz.

® (3505)
Mr. Marty Morantz: I will pass my place to Mr. Davidson.
The Chair: Okay. It will go from MP Morantz to MP Davidson.

I have MP Lawrence.

Mr. Philip Lawrence: Just before Mr. Davidson, I have a brief
point of order.

The Chair: Go ahead on your point of order.

Mr. Philip Lawrence: Mr. Chair, today, of course, is Thursday,
May 23. Earlier today—granted, much earlier, at 12:06 a.m.—you
said that we would be meeting “tomorrow”, which would be Friday,
so I was somewhat surprised that we had a meeting scheduled to-
day.

I certainly won't be raising a question of privilege, out of cour-
tesy to the chair, but perhaps you could clarify your remarks there.

The Chair: We're meeting today, on May 23.
Voices: Oh, oh!

The Chair: Thank you, MP Lawrence. You struck yourself from
the list, so now we'll go to MP Hallan.
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Mr. Philip Lawrence: We're going to move it along—
The Chair: Well, I have to just strike people off until I get to....

Mr. Jasraj Singh Hallan (Calgary Forest Lawn, CPC): While
I have the floor, maybe I'll just point out that we got an email from
the translation bureau public service today. They were apologizing
for not being able to accommodate until 11:30 p.m.

I just wanted to say that they have nothing to apologize for. We
appreciate all the incredible work the interpreters do in this place in
putting up with many of us. On behalf of all of us, I just want to say
thank you and to keep up the great work.

Some hon. members: Hear, hear!

Mr. Jasraj Singh Hallan: I'll pass the floor over.
The Chair: Thank you, MP Hallan.

I think that does deserve applause. We can all get behind our in-
terpreters and do the best we can to make their job easier and pro-
tect their health and safety.

With that, we're going to MP Davidson.

Welcome to our committee.

Mr. Scot Davidson (York—Simcoe, CPC): Well, thank you,
Mr. Chair.

Good morning, colleagues. I'm happy to be here at finance.

I think members of this committee will find the story that [ have
to tell quite shocking. It is a shocking story about the rural top-up
for my residents. I represent the riding of York—Simcoe, which is
known as the soup and salad bowl of Canada and the ice fishing
capital of Canada. It is home to the Chippewas of Georgina Island,
out in the middle of Lake Simcoe. We classify ourselves and al-
ways have as rural. Believe it or not, I was travelling to Georgina
Island and breaking through the ice. Because we're so rural, we ac-
tually have to take a ferry over to Georgina Island. I stood atop that
ferry and took powerful binoculars—it was almost like having a
telescope, believe it or not—and I could not see the CN Tower.

Why does that matter?
® (3510)
Mr. Ryan Turnbull: I have a point of order, Chair.

I'm riveted by this intervention. Mr. Davidson is someone I have
a great deal of respect for. I love the soup and salad bowl of
Canada. The Holland Marsh is something I love to see on my way
up to Wasaga Beach. With a great deal of respect, I would just say
perhaps the member should take note of a new feature on most au-
tomobiles, which is called lane assist. It kind of bumps you back in-
to your lane. Maybe the chair could bump Mr. Davidson back into
his lane, and based on relevance, maybe he could stick to the suba-
mendment that's under discussion.

Mr. Jasraj Singh Hallan: Mr. Chair, on that point of order, I
know you're very gracious with how much latitude you give to ev-
erybody. I believe this is Mr. Davidson's first time, and of course,
everyone starts off with a preamble. Let's give him a bit of time and
accommodate him with just a bit more latitude. I know he'll get to
his point.

The Chair: Thank you, MP Hallan, PS Turnbull.

MP Davidson, we're on the subamendment. Just try to stick to
that.

Mr. Scot Davidson: I appreciate the points, and I appreciate lane
assist technology. The greatest thing about that is that we have
Google. You should google going from Georgina Island to our clos-
est hospital. If you walked—you can google it, much like lane as-
sist—it would take you 23 hours.

I'm trying to set the stage for how rural we are. If you can imag-
ine it, to walk to the closest hospital would take 23 hours. This is all
relevant because York—Simcoe has been classified as Toronto.
Let's think about this for a second. It is why it's important that we
set the stage for members here and especially for people who are
watching. We have a first nation that's currently still on a boil water
advisory in the middle of Lake Simcoe, and anytime—

Mr. Philip Lawrence: On a point of order, the Liberals
promised in 2015 that all boil water advisories would be finished in
five years, so clearly that boil water advisory must be finished.

The Chair: MP Lawrence, that is not a point of order.

MP Davidson, go ahead, please.

Mr. Scot Davidson: Thank you, Mr. Chair.

Why is this important? Think about this: Anytime the Chippewas
of Georgina Island have any interaction with the federal govern-
ment, they are classified as rural and remote. Now we have first na-
tions being classified as Toronto, and they do not receive the 20%
rural top-up.

I'll go back to my colleague's comment about how impressed he
is with the Holland Marsh and the soup and salad bowl of Canada.
This is a farming community in Bradford West Gwillimbury. I cur-
rently have a private member's bill, Bill C-280, on financial protec-
tion for fresh fruit and vegetable growers across Canada. I brought
fresh fruits and vegetables to the agriculture committee to showcase
my riding. The mascot of Bradford West Gwillimbury is a carrot
called Gwilly. That's how rural York—Simcoe is, but this Liberal
government has classified York—Simcoe as Toronto.

Again, it's so important to set the stage. Going back to the CN
Tower, 1 drove down to Toronto. With my powerful binoculars,
which I would almost classify as a telescope, I was up in the CN
Tower with perfect visibility and I could still not see the Chippewas
of Georgina Island, the town of Pefferlaw or the town of Sutton.
How does this make sense?
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In the northern part of the riding, in the town of Pefferlaw, we
don't receive the rural top-up. Let's have a look at that. I'll go back
to my colleague for Whitby on technology. If you were to pull your
phone out and try to order an Uber, you'll see we have no Uber.

Mr. Philip Lawrence: Wow. That doesn't sound very urban.
Mr. Scot Davidson: No, it's not at all.

We don't have a streetcar. We don't have a subway. People have
limited alternatives. This is so important for people to understand.
The people in the riding I represent sit down, watch TV and see the
Deputy Prime Minister say, “I live in Toronto. I don't even need a
car. My dad says I don't need a car. I can just walk out of my condo
and get on the subway.” We do not have those options in York—
Simcoe.

I'm trying to make this committee understand the disconnect the
Liberal government has between rural and urban. People want to do
the right thing with the environment. People want to do the right
thing in my riding. We talk about choices people can make. One
thing about the Holland Marsh.... T know my colleague from
Vaughan—Woodbridge knows this. He gets so excited about the
Holland Marsh that I'm sure he wants to speak about it. If you think
about it, half the northern part of the riding is on propane.

® (3515)

Mr. Francesco Sorbara (Vaughan—Woodbridge, Lib.): I have
a point of order.

The Chair: Go ahead on the point of order.

Mr. Francesco Sorbara: This may or may not be a point of or-
der, Chair. You can cut me off and I'll yield the floor back to the
honourable colleague from York—Simcoe, but I couldn't help
noticing that he said we all care about the environment. It would be
great if the honourable member from the official opposition put
forth a credible plan on the environment. That would be wonderful
to see.

Mr. Philip Lawrence: Chair, I have tremendous respect for Mr.
Sorbara, but that is not a point of order.

The Chair: Thank you, Mr. Sorbara.

We'll go back to MP Davidson.
Mr. Scot Davidson: Thank you.

That leads to the disconnect. We're talking about how this Liber-
al government, after nine years, is not listening to rural residents.
It's like you've checked out. We know the shopping cart is now the
most expensive vehicle in Canada to operate. I think all members
on this committee know that.

Going back to doing the right thing on the environment, the
northern part of my riding is on propane. Think about Canada.
Think about the money we send to the Asian Infrastructure Invest-
ment Bank. My residents in York—Simcoe come to me and say,
“Scot, I can't even get natural gas to my barn because I'm stuck on
propane. I want to lower my costs and hire more people, but I can't
even get natural gas lines.”

To my honourable colleague from Vaughan—Woodbridge, we
talk about solutions. This is one solution. I think we can all agree in
the room—I hope we can—that natural gas can be a bridge fuel, an

alternative, in the short term so that people aren't spending double
the money and creating double the emissions with propane. In
York—Simcoe, though, we can't even get our natural gas lines.

The other part of that is hydro. I have farmers who want to start
small businesses and small canning operations. We are stuck with
old, phase-one infrastructure.

These are the things affecting my residents of York—Simcoe,
who I'm here to stand up for.

Coming back to the budget, I have to speak about my hometown
of Georgina. Walking through this, we're talking about the rural
top-up that we're being denied. We're talking about old infrastruc-
ture. That's not happening. I haven't even gotten to the Lake Simcoe
cleanup fund. That's a whole other apple cart, so to speak. That's a
promise the Deputy Prime Minister made in the 2019 election. She
stood on the shores of Lake Simcoe and promised $40 million in
the budget. Think about that. After nine years, we are still waiting.

We're talking about action on the environment, but let's talk
about another thing: the housing accelerator fund.

[ think my colleague from Vaughan—Woodbridge knows I am a
York Region MP. I'm one of two Conservative MPs in the York Re-
gion. It was interesting to me, as I was on the infrastructure com-
mittee after I was first elected, that the riding of York—Simcoe re-
ceived less money than any Liberal riding in all of the York Region.
We'll get to that.

I'm going to read this letter of March 5 from one of my mayors. I
told her I would read it. She wrote:

To Scot Davidson,

On Feb. 28, 2024, the Town of Georgina was notified that our application to the
Housing Accelerator Fund was declined. Town staff, including senior leadership,
spent considerable time on the application over the summer of 2023, received
guidance from CMHC on the merits of our application, and scored highly based
on the application guidelines. Like many other municipalities, the Town of
Georgina is a lean organization facing many priorities and challenges.

From a recent announcement, we learned that there were 544 applications to the
federal Housing Accelerator Fund and only 179..were selected for funding.
Asking municipalities to dedicate significant resources to prepare this complex
application [littered with red tape] with a low chance of success would seem not
to be in the best public interest.

® (3520)

‘We have seen recent announcements about municipalities of comparable size to
Georgina receiving funding, and noticed many similarities between the actions
they propose and the ones we proposed in our application. Based on the publicly
available data, we believe our application was exceptionally competitive and de-
serving of funding.

At the same time, CMHC has let us know that they are not allowed to discuss
the individual scores or assessment details of our application, preventing us from
understanding where our application fell short. Without this information, we are
unable to conclude whether the funding decision was entirely merit-based. With-
out this funding, our municipality will have to find other sources of funding to
enable the provision of this critical housing supply, placing a further financial
burden on our local government.
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I would like to ask the federal government to respond as to how they will be
supporting municipalities that submitted competitive applications but did not re-
ceive funding. I am also requesting a meeting with the Minister of Housing, In-
frastructure and Communities to discuss our concerns.

Thank you,
Margaret Quirk

Mayor of the Town of Georgina

When [ received that letter, was I surprised? Unfortunately, no,
but I think what would be surprising to the members of this com-
mittee and to me, being a York Region MP.... I'd ask you this, Mr.
Chair, and I'm sure you can't answer, not because you don't want to,
but because it's probably not permitted, as I'm a first-timer on this
committee. Do you know, as per Stats Canada, the fastest-growing
area in all of Canada? My colleague from Vaughan—Woodbridge,
I'm sure, would want to suggest that it is Vaughan, but shocking-
ly—and probably shockingly to everyone in this committee—it is
East Gwillimbury in my riding.

I received this letter from the Town of Georgina on the housing
accelerator fund. I think it's important for people at this committee
to understand where we are in Canada with infrastructure and waste
water.

I have a nursing home in York—Simcoe that is tired and aged.
The province has stepped up with operators to build a new nursing
home. They have to transfer the water and sewer allocations from
the existing nursing home to the new nursing home, and that old
nursing home is going to sit vacant. There's nothing we can do be-
cause there are no more water and sewer allocations. Why does that
trouble people in my community? When they see the federal gov-
ernment paying exorbitant amounts of interest because of their fail-
ure to secure low interest rates, there is a day of reckoning that
comes. People in my community know that the budget doesn't bal-
ance itself.

® (3525)

To recap where we are right now on the rule top-up, propane and
aged hydro infrastructure, we can look at the housing accelerator
fund. I think members of this committee are starting to get the pic-
ture that the people in York—Simcoe are on the outside looking in.
Shockingly enough—and I'm sure it will be shocking to my col-
league, the member for Vaughan—Woodbridge, because it was
shocking to me—the mayor of East Gwillimbury, following the
mayor of Georgina, applied for the housing accelerator fund.

Mr. Philip Lawrence: I'm sure they got it, right?
Mr. Scot Davidson: No.

I have three big areas in York—Simcoe, those being Georgina,
East Gwillimbury and Bradford West Gwillimbury, which, again,
make up the fastest-growing area in Canada. After I received a
phone call, I pre-emptively said that I had to call the mayor of
Bradford West Gwillimbury, because surely we couldn't go oh for
three. There's no possible way. In my small towns, given the waste-
water situation, there was no way Bradford West Gwillimbury
could be denied the housing accelerator fund as well. Unbelievably,
they were denied.

An hon. member: Wow.

An hon. member: That's brutal.
Mr. Scot Davidson: Three strikes and you're out.

I was in shock that the fastest-growing communities in Canada
were all turned down for the housing accelerator fund. Again, when
I look back at York—Simcoe in 2019 and the amount of money this
federal government has spent, York—Simcoe is at the bottom of the
list.

More concerning to me when I spoke to the mayors was how
many third party resources there were and how much money these
towns had to spend on these applications. Why is that shocking
now? They explained the red tape and, going back to the letter, how
involved the applications were and the dedication people put into
them. At the time, I reflected on the money I spent doing a bare
trust when this government all of a sudden said they were not going
to do that anymore. I'm still not sure who to send the $400 bill for
the accountant. Other people have written to me about who's going
to reimburse that, but that's another story.

What's concerning about this is that the Liberal government in-
creased the federal public service by 40%, and honestly, Mr. Chair,
you have to ask yourself whether Canadians are getting 40% better
service. Are my municipalities involved in this housing accelerator
fund getting better services? Do we want to see our municipalities
spending enormous amounts of money on applications?

An hon. member: It doesn't make sense.

Mr. Scot Davidson: It makes absolutely no sense, and again, it's
shocking.

I take the tack of looking at my community and the rural top-up.
I'm sure the members of the Liberal Party are thinking, “Scot,
you're talking about the rural top-up, so that means you agree with
the carbon tax.” No, I don't agree with the carbon tax. We will axe
the tax, and I can tell you this: While I'm the member of Parliament
for York—Simcoe, I will fight for every nickel that my community
deserves. After all, it's their money.

I represent the soup and salad bowl of Canada, so we can talk
about Bill C-234. If we look at the—

® (3530)
Mr. Ryan Turnbull: I have a point of order.
The Chair: On a point of order, PS Turnbull, please go ahead.

Mr. Ryan Turnbull: With all due respect, Chair, based on rele-
vance, I would ask you, if you wouldn't mind, to encourage the
member to get back to the topic at hand, which is a debate on a sub-
amendment that was proposed by the Conservatives. I don't hear
any relevance. I'm stretching and listening intently, and I really
want to hear the relevance.
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Mr. Jasraj Singh Hallan: I would like to speak to that point of
order.

Mr. Ryan Turnbull: Maybe Mr. Davidson could bring it back
around and relate it to the subamendment at some point.

The Chair: Thank you, PS Turnbull.

MP Hallan.

Mr. Jasraj Singh Hallan: On that point of order, I don't want to
put words in my great colleague Scot Davidson's mouth, but I un-
derstand that so far everyone's interventions have had discussions
on what the budget does and doesn't have in it. We're talking about
the carbon tax scam, and it is mentioned in the budget. It's just
something that Mr. Davidson didn't see.

I will remind everyone that Bill C-234 was one of our demands
for the budget, which is very relevant. The topic at hand, which Mr.
Davidson is talking about, was a demand from the Conservatives
for us to maybe look into it and help pass it, but it was not included.
I think Mr. Davidson was just making that point.

Mr. Philip Lawrence: [ want to speak to that point of order as
well.

The Chair: Go ahead on the point of order, Mr. Lawrence.

Mr. Philip Lawrence: I will just quickly read the subamendment
we are debating:
That the week of the 28th and future meetings be dedicated to hearing from wit-
nesses for no fewer than 12 hours and the clerk invite Mr. Mark Carney as a witness

to testify with respect to the Budget 2024, the economy and the environment for no
fewer than two hours.

I will grant Mr. Turnbull that the carbon tax has very little to do
with the environment, but it certainly is hurting our economy so it's
completely within scope.

The Chair: Thank you, MP Lawrence.

MP Davidson, just try to stay focused on the subamendment and
be relevant, please.

You may continue.
® (3535)
Mr. Scot Davidson: Thank you, Mr. Chair.

I thank my colleague from Whitby for the intervention. I think
that is part of the problem, and that's what I'm trying to explain to
the room so that he understands the carbon tax. The PBO has said
that eight out of 10 Canadians don't receive back more. The Prime
Minister and my Liberal colleagues here love to say otherwise, but
do you know what, Mr. Chair? Even if we stretched that—TI hate to
use the word “untruthful”, but we'll stretch it—what about the two
out of 10? They always say the eight out of 10, and I reflect on
what our Canadian Forces say: We leave no one behind. There
should never be an eight out of 10. There should always be a 10 out
of 10.

I'm trying to explain to my colleagues the rural top-up. Again,
talking about affordability now for my residents and standing up for
my residents, the carbon tax is basically just a pool of money. It's
like an Amway scam almost. We'll look at it like that. It is a single
pool of money, and York—Simcoe, I feel, technically could send a
bill to the federal government for the rural top-up that we haven't

received. It is probably north of $40 million that my residents
should have received.

Why does the government not want to recognize the rural top-up
for York—Simcoe? It's because it would mean everyone else will
get less. I'm in a Conservative riding—this big blue dot in the mid-
dle of York—Simcoe—and if they were to give me the rural top-up,
everyone else in this room would get less.

If we look at Bill C-234, speaking of the economy and the envi-
ronment, the carbon tax pool, I believe, is heavily subsidized by
farmers. I've seen the bills in my community. In the northern end of
the riding, we bring in a lot of grain for drying by propane, and
there are other farmers coming into York—Simcoe to dry their
grain. In the soup and salad bowl of Canada, drying onions has to
be done, but I want my colleagues to understand that we are start-
ing to see more onions coming in from Morocco, from Egypt, from
different parts of the world. Why does that matter to Canadians? It's
about food security.

For things grown here, we are starting to see less and less. Be-
cause of affordability and because of inflation, margins for farmers
have shrunk so much, and Canada is losing the competitive edge.
Now there are onions coming in, being imported. Because of those
margins, we can't compete internationally now. We can't do it, and
that is so unfortunate to see.

Again, the people of York—Simcoe are not getting the rural top-
up. On the housing accelerator fund, not one town in the northern
six got any money. On aged infrastructure, we see taxpayer money
going to the Asian Infrastructure Investment Bank and not being
spent on our infrastructure. We can't get natural gas lines. It's aged
infrastructure again with hydro. I have farmers who want to create
businesses and start small canning operations, but they can't even
get three-phase power.

® (3540)

When my colleagues sit in the House and wonder why people in
York—Simcoe say this government is not listening and why people
are frustrated, this is why they're frustrated, just to start with those
things. The government says it's doing this; it's doing that, and it
has free dental care and pharmacare for everyone. I would chal-
lenge any member of this committee to come with me to York—
Simcoe for a day. This is about standing up for residents. Do you
know what people in my riding are saying? They're saying, “I'd
love a family doctor, Scot.” Think about the government programs
that have come from this government. They can't even manage im-
migration, and there's another program and another program and
another program.



May 22, 2024

FINA-143 31

Things are getting worse. People in my riding can't even get a
family doctor. As shocking as it is, | know my colleagues here like
to blame everybody else for the situation that everyone is in. First
they'll tell you that Canadians have never had it so good and that
we have a AAA credit rating, even though you can't put a AAA
credit rating on a hot dog. I think we all know that. Tell that to the
millions of people who are going to food banks. However, they'll
say we've never had it so good. I think that's why it's important to
understand this. We don't even have a hospital.

On technology, my colleague from Whitby should google how
long it takes to walk from Georgina Island to the hospital to visit a
loved one. The only hospital, Southlake, is outside of the riding of
York—Simcoe. It takes 23 hours to walk there. This Liberal gov-
ernment will try to square the circle and say, “Scot, you're part of
Toronto.” This is where my residents of York—Simcoe get very up-
set. They are being classified as Toronto and are quite frankly being
ripped off on something they're entitled to. After all, we know that
this is a big bait and switch with the carbon tax. It's their money
that they're owed. It's not the government giving them money. It ac-
tually took money from them, which it owes them.

To recap, we're here today talking about why things are not
working for the people of York—Simcoe. The recap is important so
that people understand that the circle has never been squared. I
think the most frustrating part about being an MP is not being able
to help people when you know there's a solution to the problem.

Believe me, I will never put words in anyone's mouth, but I have
to walk through this. I did speak with the Minister of Natural Re-
sources about the rural top-up. He agreed that there is a problem
with the CMAs, but he said, “Scot, you'll have to see the minister
of rural affairs. That was done out east.” I then went back to the an-
nouncement, and I think what was even more shocking for me was
the Liberal government dividing and gaslighting Canadians based
on geography. I looked at their announcement out east on the heat
pumps and I was shocked. All of a sudden, for the Minister of
Housing's riding and the riding of the member for Avalon, which
was supposed to become urban under the CMA, they announced a
doubling of the rural top-up. As I always say in life, read the fine
print. They actually rolled the CMA data back to 2015 so those
Liberal ridings would receive the rural top-up.

Mr. Philip Lawrence: Oh, that's not good.
® (3545)

Mr. Scot Davidson: Again, talk about being on the outside look-
ing in.

I want my colleagues to understand this: When I see people in
Pefferlaw—Pefferlaw is a great little town—how would you like
me to explain to them how the whole of Prince Edward Island all of
a sudden became rural? Downtown Charlottetown now gets the ru-
ral top-up. Think about that. Ridings in Halifax and Nova Scotia
get the rural top-up because this government has rolled the CMA
data back for them. I have to stand in Pefferlaw or take a ferry over
to the Georgina Island first nations and explain to people why they
don't get the rural top-up. I reflect on downtown Charlottetown and
the amenities and transit they have. We have none of that.

Again, I've asked my colleagues to circle the square. I saw the
minister of rural affairs, and she said, “Scot, I know there's a prob-
lem with that, but I really don't know what to do. You should see
the Minister of Industry”, because the CMAs are apparently con-
trolled by Industry. I saw the minister, and he said, “I know there's
a problem, but you're going to have to see the Minister of Finance.”
Think about this. I've had three discussions with three different
ministers. They realize there's a problem. I spoke to the Minister of
the Environment too, who said, “I know, Scot. How do we fix it?”

Shockingly enough, I have written two letters to the Minister of
Finance on this issue. Do you think I received a response? Think
about it. I represent over 120,000 people, which I'm honoured to
do. One individual has written the Minister of Finance twice on this
issue. There's not even an acknowledgement—nothing. It's crickets.
We have three ministers who know there's an issue. I know that
among my colleagues across the way—again, I'll never put words
in anyone's mouth—there are MPs representing ridings in Ontario
in the same situation as me.

This is what frustrates me and Canadians. We're here to deliver
results for our communities and help our colleagues understand the
issues our communities are facing, but this government is not lis-
tening. I know I have colleagues across from me who do listen and
understand, but the powers that be are not changing things, and it's
making life more and more unaffordable for people in my commu-
nity.

It's important for me to recap the budgetary items, to go back to
the economy. I know we're asking for carbon tax Carney to come.
As I talked about, we were looking in the budget for the Lake Sim-
coe cleanup fund, but we didn't see it. We haven't seen it. Quite
frankly, after nine years.... That's why we say this Prime Minister is
not worth the cost. He's not worth the cost to the residents of
York—Simcoe.
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Just so that my colleagues have a recap of where we're at in
York—Simcoe, I'll note there's no rural top-up. There's no Lake
Simcoe cleanup fund nine years after the promise was made by the
Deputy Prime Minister, who has not acknowledged any letters that
I've sent to her about the rural top-up. There is aging infrastructure.
There are absolutely zero housing accelerator funds. I get con-
cerned about York Region—being represented by Liberal MPs and
the northern six as part of York Region—getting zero funds. I'm not
sure how the member for Newmarket—Aurora is going to square
this circle with the mayor of Aurora. There are no housing funds.
There is aging infrastructure. There are a number of residents on
propane who would love to go to natural gas. There is aged hydro
infrastructure.

There are also no family doctors, but let's get four other govern-
ment programs going and tell Canadians how they've never had it
so good. This is just not the reality facing the people of York—Sim-
coe. I hope that my colleagues across from me understand that. I'd
love to have a sidebar, but I'm sure the member for Whitby or the
member for Vaughan—Woodbridge is going to explain to me how
Pefferlaw really is Toronto. As I said, we're too Toronto to get the
rural top-up, but we're not Toronto enough for any housing acceler-
ator funds.

I'm not a mayor. I would never tell a mayor what to do. However,
I believe Toronto got $560 million in housing accelerator funds. I
know the member for Vaughan—Woodbridge crunches numbers
and may know the number, because I don't know the exact number,
but I think that's what the City of Toronto got. If I was the mayor of
the town of Georgina, I would definitely pick up the phone and ask
Mayor Chow where Georgina's cut of that is, because we got abso-
lutely nothing—zero. It wouldn't take the scum off rice pudding.

I think everyone here now understands what my residents are
facing on just those few topics. We have no federal buildings and
no federal lands in York—Simcoe. We have no federal offices, and
it's getting more and more frustrating for the people of York—Sim-
coe. At the end of the day, I've gotten this issue out. Again, I think
it's important for all members here to understand the disconnect be-
tween rural and urban and how frustrating it is.

I will yield my time to the member for Northumberland—Peter-
borough South. I was going to say Peterborough only. It's a great
town. They used to build great motors there by OMC. It was unbe-
lievable when Canada built things and invested in things. I know
members going to tell us about the battery plants. I'd still like to
know where our seat on the board is—I haven't seen that—and how
many shares we have. Did we get a seat on the board and shares in
those companies with the $60 billion in investments? We could
have bought the whole Ford Motor Company cheaper, but we'll let
them go on about that.

® (3555)

It was great to be here, Mr. Chair. You're smiling, as usual. It's all
good.
The Chair: Thank you, MP Davidson.

I have MP Lawrence, MP Morantz and then MP Hallan on the
list.

MP Sorbara, did you want on the list? I can't remember.

Mr. Francesco Sorbara: No.

Mr. Philip Lawrence: I'd love to hear you, Francesco. Come on.
If you want to interrupt me at any time, it's all good. We'll give you
a liberal interpretation and have—

The Chair: Go ahead, MP Lawrence.

Mr. Philip Lawrence: Yes, I'm going to start.

I apologize, Mr. Chair and Mr. Clerk. You can probably get to it
quicker than I can, so could you get to the subamendment we're on
today?

The Chair: We're on the subamendment, yes.

Mr. Philip Lawrence: Could you read it into the record for me?

The Chair: Well, you've had the subamendment. You got it last
night.

Mr. Philip Lawrence: I just want to head off any potential calls
for relevance. I wouldn't mind if you read it into the record.

The Chair: Well, you could look to it.
Mr. Philip Lawrence: I'm sorry?

The Chair: You could look to the subamendment, yes, MP
Lawrence.

Mr. Philip Lawrence: So you won't read it for me, Mr. Chair?
The Chair: I believe you can read, MP Lawrence.

Mr. Philip Lawrence: We've reached this level, have we? This
is not very friendly, Mr. Chair.

The Chair: Clerk, if MP Lawrence doesn't have it, you can send
it to him so that he has it.

MP Lawrence, I think the clerk has forwarded that subamend-
ment to you.

Mr. Philip Lawrence: Okay. Perfect. I will grab it and read it.
I'm just trying to be a bit more efficient.

Thank you very much, Mr. Clerk. I see that we have it here. It
says:

That the week of the 28th and future meetings be dedicated to hearing from wit-
nesses for no fewer than 12 hours and the clerk invite Mr. Mark Carney as a wit-
ness to testify with respect to the Budget 2024, the economy and the environ-
ment for no fewer than two hours.
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Just to head off any points of order on relevance, I will be dis-
cussing the economy at some length. Of course, that has direct rele-
vance to budget 2024. Before we do points of order, maybe the
members or the chair could read that over. From that, they'll quick-
ly see that I am within relevance.

I will say to the interpreters that I will be reading from C.D.
Howe. I believe they've been given a copy of it, at least electroni-
cally. If not, my staff will be happy to provide it to the clerk again.
It's commentary number 625, “Decapitalization: Weak Business In-
vestment Threatens Canadian Prosperity”. I hold it up not as a prop
but just to show it to the interpreters, if they have any struggles.

I see a waving of hands. Perhaps my staff will kindly make sure
they have it. You'll have it shortly. I will give a little preamble be-
fore so that—

[Translation]

Mr. Gabriel Ste-Marie (Joliette, BQ): I have a point of order,
Mr. Chair.

[English]
The Chair: Go ahead, MP Ste-Marie.
[Translation]

Mr. Gabriel Ste-Marie: To follow up on what my honourable
colleague said, the interpreters haven't received the document with
its preamble. I imagine that the interpreters will have time to re-
ceive the document for reading.

[English)
The Chair: Thank you.
We'll suspend for a minute.

e e (Pause)

® (3600)

The Chair: We're back.

MP Lawrence, go ahead, and thank you for assisting the inter-
preters so that they have that information.

Mr. Philip Lawrence: Thank you very much.

I will start shortly into the text, and I'll give you the exact place
that I will start. I also want to read the subamendment that we're

currently on in French, once again just to avoid any rappel au
Reglement.

[Translation]

Here it is:

That the week of the 28th and future meetings be dedicated to hearing from wit-
nesses for no fewer than 12 hours and the clerk invite Mr. Mark Carney as a wit-
ness to testify with respect to the Budget 2024, the economy and the environ-
ment for no fewer than two hours.

[English]

Some hon. members: Hear, hear!

Mr. Philip Lawrence: Thank you very much.
[Translation)

I'm trying hard.

[English]

I'm going to start at page two. I'll skip the bold text here, and the
first word will be “Current-dollar”.

For the benefit of the folks at home, I'm reading from a report
from the C.D. Howe Institute, “Decapitalization: Weak Business In-
vestment Threatens Canadian Prosperity”. I'm reading excerpts of it
as they pertain to the economy. These are things that, of course, we
asked Mr. Carney to appear on and to potentially discuss with our
committee.

Here we go:

Current-dollar GDP is approaching its historic growth rate in expansions. But re-
al output has responded far less.

There's a figure in the report, which I won't go into, but it shows
two-year growth rates of four-quarter averages and highlights the
contrast.

Nominal spending, the blue line, has been growing at a rate similar to past peri-

ods of expansion since the early 1990s. By contrast, real activity, the orange line,
is still in negative territory.

Prices are rising rapidly. Real incomes are not. Among the likely reasons for this
disappointing performance, one highlighted by the Bank of Canada itself, is
weak business investment and a consequent slow growth in Canada’s productive
capacity.

That's really the nub of the issue when we talk about the Canadi-
an economy. One challenge we face is poor productivity and, as
I've talked about before—and John Manley, Bill Morneau, David
Dodge, Tiff Macklem and Carolyn Rogers, among other experts,
have talked about the same—Canada's slow growth and productivi-
ty continue to hurt our economy significantly.

As I said, and I go back to the text now:

Prices are rising rapidly. Real incomes are not. Among the likely reasons for this
disappointing performance, one highlighted by the Bank of Canada itself, is
weak business investment and a consequent slow growth in Canada's productive
capacity.

Weak business investment is not just a short-term concern. A country’s stock of
non-residential buildings, engineering infrastructure, machinery and equipment
(M&E), and intellectual-property products (IPP) is critical to...generate output
and incomes.... But Canada’s capital stock is barely growing, and not keeping
pace with its workforce.

New business investment per worker is declining.

I pause there again. In the best analogy I have heard on that, we
use an example, as is often useful, that pushes the bounds of rea-
sonableness to the extremes: Imagine a world in which a Canadian
worker, even if they're the best worker in the world, would be chal-
lenged if he were competing against a worker from somewhere else
in the world.

To make it really simple, if there were a competition to dig a
hole, and the Canadian worker was given a shovel and the foreign
worker was given a backhoe, no matter how diligent that individual
is in digging a foundation or a hole in Canada—how capable, how
well-trained and how hard they are working—they simply will not
be able to compete against the individual who has a backhoe.

That, of course, is at the extreme, but I think it pretty well exem-
plifies the problem of a lack of investment in capital stock, in Cana-
dian machinery and equipment.
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We'll continue on:

Not only have areas of traditional strength in Canadian business investment—
non-residential and engineering structures—fallen in recent years, but the cate-
gories most associated with innovation and future productivity—[machinery and
equipment and intellectual property]—are weaker yet.

We've heard some very compelling evidence and comments from
important institutions like the Council of Canadian Innovators,
among others, about the critical importance of investing in intellec-
tual property. I tend to agree with a lot of the commentary and ex-
perts who say that those who own the intellectual property will own
the future. As the 20th century was about owning machinery, equip-
ment and factories, the 21st century will be about owning the rights
to designs, to software, to microchips and to innovation in intellec-
tual property as the pace of change continues to grow exponential-

ly.

It's really challenging. The issue is not just the current day im-
pact; the issue will be what we will see in 10, 15, 20, 40, 50 or even
100 years from now. Our inability to capture what I believe are the
greatest ideas in the world, produced by the greatest workers and
the greatest minds in the world, here in Canada, and turn those
ideas from just that—ideas or dreams—into a marketable product
or service....

The Canadian economy has struggled and, quite frankly, there is
very little in the budget, if anything, that will be there to resolve
this significant, glaring problem. This is something that folks from
the left, right and centre have all commented on. They're all in near-
unanimous agreement that this government has not done enough to
protect our intellectual property, which, as I said, is being generated
by the greatest minds in Canada.

We need to do two things. One, we need to allow the individuals
and the companies to feel at home, feel comfortable here in
Canada, to build their business. Second, we need to capture the IP
right here in Canada and make sure it stays here in Canada, because
although we are producing some of the greatest ideas in the world
here, unfortunately those ideas—before Canadians are able to bene-
fit from them—are exported around the world, most notably to Sili-
con Valley in California and the United States, where those ideas
are then turned into marketable products and services and sold back
to Canadians at a premium.

We'll continue reading on from the paragraph on the second half
of the same page:

High or low levels of capital and productivity tend to go together. Businesses in-
vest more when productivity grows, because rising productivity creates opportu-
nities for profit as well as competitive threats. More business investment boosts
productivity, because it gives workers newer, better tools with which to work.
The links between investment and capital on the one side and productivity on the
other make recent figures on Canada’s stock of capital and new investment wor-
rying.

Just to clarify—once again, I'm breaking from the text—what the
author is pointing to here is that you can have a positive spiral or a
negative spiral. If you are investing in equipment, what will happen
is your profit will increase, which will then embolden the business
owner to make more investments into their equipment, and that vir-
tuous circle continues. As more profit is generated, more invest-
ment happens, and so on and so forth. It becomes very productive.

It's relatively small changes at the beginning that get what Good
to Great refers to as “the flywheel”. Particularly when you're start-
ing a business or you're starting to get to scale in a business, it's tiny
little pushes over and over again. That means even a small rub—for
example, the carbon tax, which I've referred to in the past as the
sand in the gears of the Canadian economy— even if its impact
isn't huge, can be enough to stop a business from being successful
or expanding to that scope.

® (3610)

Even the most profitable businesses, like Metro grocery store,
which of course is lobbied for by the leader of the NDP, has a profit
range of 4.6%, which is more than Loblaws but is still a relatively
small amount. When you push on the carbon tax, there are some in-
dustries, such as Metro, that have an oligopoly that can push that
over, but many businesses, especially small businesses, can't do
that. They don't have the benefit of having a lobbyist who's the
brother of the leader of the NDP.

What happens to them is that they never get to that expansion.
They never get to that level. What happens, on the other hand, is
that you actually get the opposite. You get a negative spiral or a
death spiral, as one might refer to it, for a business. If in fact the
business is obstructed by red tape, by taxation, by the carbon tax—
this is the critical part here—even a relatively small markup....
Most small businesses are not overly profitable. A successful busi-
ness may have a profit margin of 10% or 15%.

If we have a carbon tax that's adding a third of inflation, or a car-
bon tax that's adding tens of thousands of dollars to a farmer's oper-
ation, that can be more than enough to stop a business from being
able to invest in productivity, to generate the profits they need, to
invest more capital stock into their business.

What happens is that businesses we'll never know about have
been killed by this carbon tax, and that is impacting our productivi-
ty every day. The carbon tax is the sand in the gears of the economy
that is driving us to lower and lower productivity.

As I've said numerous times, who gets hurt the most? It's not the
Trudeaus of the world, who have trust funds, who can move their
monies offshore. They'll find a way to avoid paying taxes. It's the
small business owner struggling to get by, the one who's working
20 hours a day, 100 hours a week, just trying to get their business
off the ground. They just need that little bit of lift, and when you
put that sand that is the carbon tax into the gears, you cause people
to give up, lose hope and go to food banks, which we've seen.

We'll continue on reading there for the interpreters. I'm going to
go down to the next paragraph.

‘Whatever is depressing business investment in Canada seems unusually severe.
The United States and other countries in the Organisation for Economic Co-op-
eration and Development (OECD) are investing at higher rates. Business invest-
ment per available Canadian worker was approaching comparable US and
OECD measures from the early 2000s to the mid-2010s.

I'm now switching pages to page three.
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But it sagged after mid-decade and plummeted during the pandemic.

To the extent that Canada’s weak performance reflects perceptions of limited op-
portunities or little need for higher investment by business leaders, public policy
can and should help. First and foremost it can do so by addressing policies that
are hurting investment. Government consumption and transfers are crowding out
private saving and non-residential investment. Concerns about unsustainable
debt and rising taxes undermine confidence.

I'm just going to reread that line because I think it's important.
Concerns about unsustainable debt and rising taxes undermine confidence.

Regulations currently in place, and expansive but uncertain plans for more—no-
tably affecting energy production and use—are making Canada appear hostile to
private investment. Canada’s workers need changes of direction, particularly at
the federal level, to get more of the tools they need to thrive and compete.

What the author refers to there are the two different levels of
that—the actual policy and the technical impact on the economy.

® (3615)

Every day, there are rational calculations and decisions made by
business owners and workers alike. “If I do this, this will be the
consequence. Should I do that or not?” When we put in more costs,
whether in the form of taxes, regulations or otherwise—or even just
uncertainty in the market—there's a calculation that goes on.
They'll say, “You know what? If I'm only going to make 1% or I'm
going to make a negative return on this investment, I'm not going to
doit.”

That's what rational actors do, and that's how Adam Smith's "in-
visible hand" works. The fact is that we have millions of Canadian
consumers and business owners making these innumerable calcula-
tions every day, which aid in the efficiency of the market.

We've seen over the last nine years that everything has become
more expensive and less efficient. The result is that business own-
ers don't see the return that they did nine years ago, so they are less
likely to make that investment.

As I said, it's not just that short-term investment. These things
have momentum. They spiral one way or the other. You can have a
positive spiral or a negative spiral. One negative decision multiplies
across the economy. One positive decision multiplies across the
economy.

On top of that, though—and this is what Philip Cross talked
about at some length at this committee and other places—there's al-
so an attitudinal direction. When the government is openly critical
of business owners and calling small business owners tax cheats,
for example, it has an attitudinal impact on Canadians and Canadi-
an business owners.

When you are looking at embarking in business, especially if
you're starting a new venture, you're not just looking at today's dol-
lars and cents; you're looking at whether this is something you want
to do. Anyone who's ever operated or owned a business knows it
can be absolutely all-consuming. It pushes people beyond their very
limits. They're working 20 hours a day sometimes, just to get the
venture moving. They keep pushing on that flywheel to eventually
get it to its own momentum so that it can start running on its own.

In addition to all the dollars and cents and those calculations that
will take place, there's also the question, “Is this something I want
to do? Is this something that society says, culturally, people appre-

ciate?” A business owner is really an individual. They're a woman,
a man or a newcomer who has something. They have an incredible
gift they want to bring into the world. They want to know that this
incredible gift will be recognized, celebrated and supported. When
you hear our leaders demonizing business owners and those who
dare to be successful and prosperous, it has an impact on folks. It
can't not have an impact on people.

Certainly whenever I have the opportunity to talk to business
owners, the first thing I say is “thank you”, because it's their actions
and their gifts.... Sometimes, they've given up decades of their lives
in order to bring this gift to the world and to make sure that it is
successful and improves the world.

It doesn't stop with whatever their service is. In my little town of
Orono, all our hockey teams, our soccer teams and our charitable
services would not exist without the incredible efforts of our busi-
ness owners, who, in addition to working their 10, 15 or more hours
a day, then give back to the community on weekends through
fundraisers and efforts like that.

This is just a quick shout-out to one of those industries. Cameco
has a facility in Port Hope and is headquartered out of
Saskatchewan. It is producing clean nuclear energy through its pro-
duction of uranium pucks and other products related to the nuclear
industry. It donated $500,000—wrote a cheque for half a million
dollars—for youth hubs in coordination with the provincial govern-
ment and our MPP, David Piccini.

® (3620)

That's half a million dollars in addition to providing clean car-
bon-free energy for all Canadians and around the world. This is an
example of great business owners providing jobs and opportunity
and then going above and beyond and donating $500,000 to make
sure the youth in Port Hope have a place to go, and in addition, if
they're having any type of mental health issues. This is just a pri-
vate initiative of a great citizen, Cameco.

I'll return to our text.

For the interpreters' benefit, we're once again on page 3. I'm go-
ing to continue under the subtitle, “The Numbers”, and will read
from there:

The capital they use on the job is critical to workers' ability to produce goods
and services, earn incomes and compete internationally. Human capital and natu-
ral capital like land and water are intuitively important, but we do not yet have
good measures of either and very little that we can compare internationally. Cap-
ital created and owned by governments also matters, but the services it yields are
harder to relate to production and income, and also hard to compare internation-
ally.

We do have...robust measures of built capital in the business sector: non-residen-
tial buildings and engineering structures, M&E, and IPP [or intellectual proper-
ty]. These complement human and natural capital, and government infrastruc-
ture, in producing goods and services and generating incomes. For a snapshot of
the correlations between capital stock on one hand and incomes and output on
the other, consider figure 2—
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It then talks about figure 2. I apologize that you guys can't see
this, but I believe all these reports are publicly available.

—which compares 2022 OECD estimates for both, divided by the labour force
in each country.

Figure 2 shows the link between per-worker measures of productive capital
stock and output for Canada and other OECD countries with comparable data.
The stock of productive capital consists of physical assets like structures and
machinery to be used as an input in production. To get this measure, the cumula-
tive sum of past investment volumes are adjusted for the age and efficiency
loss—that is [the] older [the ] asset is [it is] likely less productive than a newer
one due to wear and tear. A high stock of productive capital means that the capi-
tal stock is more efficient—a better complement to labour inputs—and embodies
more recent technology. It is not a surprise that Figure 2 shows that countries
with high productive capital stocks also have high levels of output.

This is otherwise known as productivity.

It continues:

Figure 2 highlights per-worker measures—Ilabour productivity rather than total,
or multifactor, productivity—and capital stock rather than output per unit...and
labor [are] considered together. Ideally, we would attribute output quantities and
qualities of labor and capital, as well as other factors, such as organization of
firms, and be able to explain changes in output with reference to changes in vari-
ous inputs. Such definitive attributions are not possible at present, however, es-
pecially for international comparisons. What is clear is that countries with high
labor productivity also have high total productivity. That makes sense: capital
stock and incomes are correlated for complementary reasons.

The next page is page 5.
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Higher productivity creates opportunities and competitive threats for businesses.
Those incent investment, which increases the quantity and quality of the capital
stock. A larger, newer capital stock raises productivity, a virtuous circle for
workers who enjoy higher incomes as a result.

When we talk about productivity, I think it's incredibly important
that we connect it back to how it affects real people. When we en-
hance productivity per worker, we increase real wages per worker.
The correlation is almost perfect.

Certainly, there are debates that can be had in the House of Com-
mons, in boardrooms, in living rooms and on Main Street as to how
we divide up the spoils of ever-increasing productivity. Those are
virtuous arguments to have. However, the reality is that if we are in
a death spiral as opposed to a virtuous circle, there are simply no
spoils to divide. Those who will end up taking the worst of the
brunt of this are, of course, our most vulnerable—workers and indi-
viduals who don't have the control the ultra-wealthy have. When
we don't invest in productivity, give freedom to the market to work
or allow for an efficient marketplace, it is the most vulnerable who
hurt.

This is what happens, time after time, when socialist policies are
put in place. I mentioned yesterday the examples of India, Israel
and the U.K. Of course, there are always a myriad of factors. It's
very difficult to get a perfect correlation in anything in the econo-
my, because there are so many variables. However, what jumps off
the page is the connection between socialist policies and a decline
in productivity and competitiveness, which all relates to a decline
in workers. The irony can't be lost on how often socialist parties
like the NDP-Liberal government swing into power, saying they are
going to help the middle class and those aspiring to join the middle
class. They have done nothing through their poor economic mis-
management but crush those very people.

The inequality in Canada has been growing considerably over
the last nine years. We have record food bank usage. Our workers
have never, in the last 50 years, been in a worse economic position,
facing GDP per capita and living standards that continue to decline
relative to many of our peer nations, including, most notably, the
United States of America.

I'll continue on. I'll start with this:

Figure 3 which shows real stocks of each type of capital per member of Canada's
labour force. The fact that capital formation is both the result of productivity
growth and a driver of it makes recent trends in those stocks troubling.

The stock of non-residential capital relative to the labour force peaked in the last
quarter of 2015. By the first quarter of 2022, every type of capital was below
that peak.

Wow.

Only engineering construction did not begin to decline shortly after 2015. It con-
tinued to grow through 2021, and its stock per available worker was down a
comparatively small 1 percent by the first quarter of 2022.

That speaks to a couple of things. I earnestly try to be an advo-
cate for the truth. It's not as if in 2015 Liberal policies could have
immediately kicked in. These things take a while to get into place.
While some policies are quicker than others, tax policies may, as is
potentially happening with this budget.... You make it a fire sale be-
cause of some of the policies. However, generally, the economic
policies of a government are big-ship economies, so they take a lit-
tle while to turn.

® (3630)

It's not as if immediately after Prime Minister Trudeau and this
NDP-Liberal government came to power, their policies had this im-
pact of slowing the economy, but what they did do is signal to busi-
ness that Canada was no longer a place where people wanted to do
business. That would be my thesis.

It's rare that you see a dramatic reduction or improvement almost
immediately upon a government becoming elected, but that's really
what we see. Whether we look at GDP per capita, productivity, in-
vestment—you name the economic measure—in any line graph,
you can see it. We were going smoothly along under Stephen Harp-
er. We were on a trend line, I might say, even with Chrétien and
Martin, that was not that far off, but Harper really gears it up, and
then, unfortunately, in 2015, it drops.

Rarely do you see that. I know Mr. Sorbara is well schooled with
respect to economics, so he would understand that you don't really
see that tight a correlation, because there are so many variables in
the economy, so when you see that, it really jumps off the page.
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It would be my supposition that it's not only the economic poli-
cies of this government that have been woefully negligent and dev-
astating for the economy, but it's also the attitudinal direction, par-
ticularly with respect to Canadian energy. To give you an idea,
GDP per hour is is how we measure the productivity, how most
economists measure the economy. In Canada, we're floating some-
where around $50 per hour contributed to GDP. In Canadian ener-
gy, it's about $500.

I've actually asked this question of a number of witnesses, mostly
of either environmentalists or left-wing NDP-Liberal witnesses. As
the chair knows, I make it a policy to ask questions not just of Con-
servative witnesses, but of all witnesses. What I've asked them for
is—and if anyone out there is watching this and they know the
number, please forward it on to the finance committee or to my
email at philip.lawrence@parl.gc.ca—what the GDP per capita in
the green industry is. I have a sincere interest in knowing what that
number is, and no one's been able to find that number for me.

There's certainly lots of talk that green energy and green business
will be able to replace other sectors of the economy, but I have not
seen that. I'm open to the argument that government should start a
new industry and subsidize it. I don't think that those are necessari-
ly bad things, but I'd love for someone to show me the actual eco-
nomic case behind some of these investments.

® (3635)
[Translation]

Mr. Gabriel Ste-Marie: I have a point of order, Mr. Chair.

The Chair: I'm listening, Mr. Ste-Marie.

Mr. Gabriel Ste-Marie: I would like to share some information
with my honourable colleague.

Obviously, if the people tuning in to the committee meeting have
this information, they can pass it on to him, since he provided his
email address.

However, I would like to remind him that the research service of
the Library of Parliament provides outstanding service to all mem-
bers of Parliament. I'm sure that, if he makes the request, he'll have
the answer to his question within a few weeks.

Thank you.
The Chair: Thank you, Mr. Ste-Marie.
[English]

Mr. Philip Lawrence: I believe I have actually asked them, but I
will ask again.

[Translation]
That's a great point.
[English]

I have not been able to find it, and so I will ask the library. I will
keep everyone updated too. Who knows how long I'll have the
floor? Maybe in a couple of weeks I'll still have the floor, and we
can give an update going forward.

Thank you very much for that point.

I'll continue reading. We'll start at “The stock”. I know I'm re-
peating, but it's just to make sure we don't miss anything.

It says:

The stock of non-residential capital [investment]...to the labour force peaked in
the last quarter of 2015. By the first quarter of 2022, every type of capital was
below that peak. Only engineering construction did not begin to decline shortly
after 2015. It continued to grow through 2021, and its stock per available worker
was down a comparatively small 1 percent by the first quarter of 2022. The
stock of non-residential buildings per available worker fell between 2015 and
2020 before growing in 2021. The stocks of [intellectual property] and [machin-
ery and equipment] per worker have been falling quite steadily since 2014.

I'll just pause there for a second.

There is an interaction between government spending and capital
stocks as well, although, as the authors point out, it's far less clear
than private investment. As any Keynesian would tell you, general-
ly if there's expansionary fiscal and monetary policy, which there
certainly has been over the last nine years—we've seen record
deficits, record debt—you would actually expect productivity to in-
crease, simply because the government is making substantial in-
vestments. They're in effect mortgaging the future for these. Be-
cause they're spending these dollars, you would expect at least a
small uptick in productivity and in capital investment. The govern-
ment is taking resources from the private sector and from future
generations through borrowing, and employing them in the econo-
my. In fact, it's absolutely essential that this happens; otherwise,
you are shortchanging future generations, because we're spending
this money but not getting any return back.

In fact, I was at Port Hope High School, and I told them, “Here's
the reality, guys. We have a debt of $1.4 trillion. The reality is, giv-
en my likely lifespan, I will not be paying back a large portion of
this debt in my life. However, you guys will, and eventually this
will come to a head. Any time you talk to any politicians, I would
highly recommend you ask about climate change, because I think
it's important to have an environment, but the second question I
would ask of nearly every politician would be how they are going
to pay down this debt so that we don't get stuck with it”, because
that's exactly what's going on right now.

It continues:

The declines in the stock of [manufacturing and equipment] and [intellectual
property] per member of the workforce are particularly worrisome. Past research
has identified [machinery and equipment] investment as particularly important
for productivity growth—

The author cites several articles there.

—[Intellectual property] investment is a plausible indicator of Canada's likely
future performance in a world where intangible capital is increasingly impor-
tant.... Whatever special messages the recent [machinery and equipment] and
[intellectual property] numbers may convey, the message from stocks of busi-
ness capital overall is clear: the average member of Canada’s labour force began
2022 with less capital to work with than she or he had in 2015.
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The interesting part is that while it's certainly not apparent to me
that our Liberal Party elites get that, and even some of the folks on
Bay Street don't seem to have figured that out, do you know who
gets that? They are the workers on the factory floor.

Go to a factory nearly anywhere in your community and bring up
Pierre Poilievre. I guarantee that you will get an incredible amount
of support. You could do the same and mention Justin Trudeau, but
you might want to have some earmuffs on or something, because
some of the language you'll hear will likely not be appropriate.

They get it. They get it, whether intuitively or they've done the
research and reading themselves. They are not being invested for.
They are not being taken care of. They are not being dealt with fair-
ly by this government, and the result is lower levels of investment
and productivity. Oligopolies are getting wealthy. Some businesses
are doing all right, but workers are getting the short end of the
stick, and they realize it.

I would be embarrassed if I were a New Democratic Party mem-
ber, because they're supposed to stand up for the workers. It's not
just a fluke. It's not just because the leader of the official opposition
is a great communicator, which he is; it's because there's a truth
that's being revealed that the NDP and the Liberals don't care about
Canadian workers, because if they did, they would immediately
start putting in policies and procedures and tax policies that ramp
up capital investment so that our workers are given a fair deal, be-
cause they can't earn the wages that they should earn without prop-
er amounts of capital investment.

Our federal government is failing. These Liberals are failing to
put in place the policies, and the NDP sign on to this. It's embar-
rassing to their legacy. It truly is.

I try not to speak that strongly, especially about my colleagues. I
know that their hearts are all in the right place, but the reality is that
the most vulnerable are going to food banks, and Canadian workers
are getting the short end of the stick.

I'll just use unparliamentary language. If they want to do a point
of order, they can. Canadian workers are being screwed.
I'll continue reading:

We would like to compare Canada's capital-stock numbers over longer periods
and against comparable numbers abroad—

® (3645)

Mr. Francesco Sorbara: I have a point of order, Chair.

If the honourable colleague would love to yield the floor to me, I
would gladly take over. I could explain to him and the folks on the
opposition side how Canadian workers are way ahead under our
plan and how we are moving the economy forward here, not only in
Ontario but across Canada.

If you'd love to yield the floor, I'd love to take over.

Mr. Philip Lawrence: [ would—

Mr. Ryan Turnbull: I have a point of order, Chair.

The Chair: Thank you, MP Sorbara.

MP Lawrence, you may continue. After that, I have MP Morantz
and then MP Hallan.

Mr. Ryan Turnbull: Chair, I have a point of order, though.

Standing Order 18 is about order and decorum. I note that the
member used offensive words and language. I would just ask him
to retract that statement.

Thanks.

The Chair: Thank you, PS Turnbull. I apologize; I did not hear
you.

Are you willing to withdraw those remarks?
Mr. Philip Lawrence: I'll just withdraw them.

The Chair: Okay. They've been withdrawn.

Thank you, MP Lawrence.

Mr. Philip Lawrence:

‘We would like to compare Canada’s capital-stock numbers over longer periods
and against comparable numbers abroad. These particular numbers, however,
exist in Canada only since 2009, and are not available for many other countries.
Comparisons over longer periods and with other countries are easier using a re-
lated flow measure: gross business investment. Figure 4 shows the Canadian
numbers for the three types of this investment tracked by Statistics Canada and
most other national statistical agencies: non-residential structures (both build-
ings and engineering), M&E and IP products since 1990.

Absent any changes in estimated depreciation and write-offs for existing capital,
changes in gross investment should line up with inflections in net capital stock.
As the net stock figures would lead us to expect, the gross investment figures
show relative strength in non-residential structures before mid-decade along
with weaker performance in M&E and IPP.

During the second part of the 2010s—

1 assume the author refers to 2015; it's interesting language, but
okay.

—investment in structures and M&E per member of the workforce declined, and
investment in IPP flatlined.

I'll read that again; that's incredibly compelling.

During the second part of the 2010s, investment in structures and M&E per
member of the workforce declined, and investment in IPP flatlined. In 2021,
notwithstanding a modest rise in non-residential structures and M&E investment
from quarter to quarter — a rise sadly not evident in IPP — the starting point for
the year was so low that per-available-worker investment in 2021 dollars in
Canada was only about $11,900. That is down one quarter from its peak

of $16,000 in 2014—

That's amazing, eh?
—and barely above the 2009 trough of $11,300....
Basically, our investment per worker has flatlined in intellectual

property since 2009. Pretty soon we'll have members in the House
of Commons who were born in 2009.
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We're going to move to the next section here: “Canada’s Perfor-
mance Against Competitors Abroad”.

The growing importance of intangible assets, and the declining materials intensi-
ty of economic activity generally, might mean that the warning signals from
weak standard measures of capital formation are less alarming than they would
have been in the past. These trends affect many countries, so we look now to see
how Canada’s experience compares with that of the United States and other
OECD countries with comparable data (those shown in Figure 2). Is capital in-
vestment trending similarly elsewhere, or does Canada appear to be on a path
toward relatively higher capital intensity, implying relatively higher productivity
and wages, or toward relatively lower capital intensity, implying relatively lower
productivity and wages?

There's a subheading: “Canada versus the United States”.

Because Canada and the United States collect similar capital investment data,
and because Statistics Canada takes particular care to compare Canadian to US
prices, we can measure investment per available worker in the two countries
with some confidence that we are getting meaningful numbers.

® (3650)

We convert the different types of capital investment into Canadian dollars, using
Statistics Canada's measures of relative capital-equipment price levels to adjust
for different purchasing power differences in the two countries. Investment
goods tend to be less expensive in the United States than in Canada, so using the
exchange rate alone in converting US to Canadian dollars would understate the
relative bang US companies get per investment buck. Our adjustment provides a
better idea of bang per buck spent on structures, M&E and IP products on either
side of the border. The results of these calculations are seen in Figure 5, panels
A through D.

Canada has an edge in investment in structures (panel A). Canadian businesses,
with their relatively greater focus on natural resources tend to invest in more—

See, this is one of the things that's really hurting the productivity,
and that's sort of one of the untold stories.

Canada has traditionally invested heavily in natural resources. In
fact, it was one of the areas where we are most efficient and effec-
tive. Both this government's technical and attitudinal changes from
the Harper government gravely impacted that. In many ways, Cana-
dian energy is the golden goose that keeps the Canadian economy
rolling. That's the truth. People will deny that up and down, but that
is the reality. If you look at the numbers, the Canadian economy
would have a significant challenge without Canadian energy and
Canadian natural resources.

The report continues:

The gap narrowed sharply after 2014, with lower oil prices and a policy environ-
ment in Canada more hostile to natural resource industries—

That's true.

—However, it widened somewhat in 2021, with the rebound of Canadian's non-
residential structures in 2021 coinciding with a slackening of pace in the United
States.

The comparison in [manufacturing and equipment] investment (panel B), is
much less favourable to Canada. While the measure is at an all-time high in the
US, investment has been flat in Canada since 2009.

I will pause the text there. I'll get back to the text soon.

I had an individual come to our constituency office on a matter
unrelated to his business. He'd been brought over from Europe to
head up a manufacturing business in our riding. He was very sur-
prised, I think it's clear to say, at the lack of investment, I guess you
would say, in newer equipment.

His similar business in Europe—the business he came from to
take over the plant here in Canada—was using equipment that was

20 years or 30 years newer. He was fortunate because, like me, he
wasn't the youngest man in the world, so he had actually used some
of this equipment very early in his career, but he was really sur-
prised.

Unfortunately, I think it is the case too often that Canadian work-
ers are being undermined by not being given the appropriate tools.
Of course, there's the old adage of sharpening your saw. If you
spend the time to invest in your tools, if you spend the time to
maintain your tools, you'll be able to be more efficient and more ef-
fective.

We'll continue on:

The comparison in [manufacturing and equipment]...is much less favourable to
Canada. While the measure is at an all-time high in the US, investment has been
flat in Canada since 2009. US businesses typically spend more per worker on
such investment, and the gap has widened over the past decade. The gap in 2021
was $6,300.

® (3655)

The IP gap (panel C) is worse yet. Since the mid-2000s, Canadian businesses’
spending on these products has been in a narrow range around $2,000 per avail-
able worker, while the US figure has risen from around $3,000 to more

than $8,000. Some of this difference reflects slumping exploration expenditures
by Canada’s struggling resource sector. To the extent this growing gap reflects
greater use by Canadian businesses of information technology owned abroad, its
implications for productivity are ambiguous. Reliance on foreign-owned tech-
nology might be simply a smart business decision, or it might reflect Canada’s
lack of competitiveness in commercializing its own IP, leading to lower accumu-
lation of IPP by Canadian firms.

Looking at the three types of investment together (panel D), we see that business
investment per available US worker has exceeded that in Canada since the
1990s. The gap narrowed in the 2000s but widened markedly after the
mid-2010s and has widened further during the pandemic. The US recovery from
the pandemic has been better than the Canadian recovery: in 2021, business in-
vestment per available worker rose 9 percent in the United States versus only 3
percent in Canada.

The gap between gross investment per available worker in the United States and
in Canada was almost $11,000 in 2021. Such a large amount represents a signifi-
cant shortening of the replacement and upgrade cycle for a piece of capital
equipment such as a truck or an excavator, a major upgrade of health and safety
in a workplace, or a complete replacement of many [offices'] entire information
and communications technology.

Asking how many cents of new investment per available Canadian worker oc-
curs for every dollar of new investment per available US worker yields a sum-
mary comparative measure. In Figure 6, we show our measure of investment in
Canada per dollar of its US equivalent in total and in each investment category.

Canada’s relatively robust rate of structures investment stands out in Figure 6.
The surge to the 2013 peak—when each available Canadian worker was getting
more than $1.60 for every dollar of new structures enjoyed by her or his US
counterpart—is striking. So is the subsequent decline to less than $1.25 in 2019.
In this category, at least, the 2020 and 2021 comparisons are positive for
Canada, with the average member of the Canadian workforce receiving $1.35 of
new capital for every dollar received by the average member of the US work-
force in 2021.
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Not so in M&E. After improving from fewer than 60 cents around the turn of the
century to close to 70 cents around the time of the 2008-2009 financial crisis
and slump, the amount of [manufacturing and equipment] investment per mem-
ber of the Canadian workforce per dollar per member of the US workforce
dropped to a dismal 37 cents in 2021.

Wow. That's a shocking number. I'll read that again, because I
think it's critical:
the amount of [manufacturing and equipment] investment per member of the

Canadian workforce per dollar per member of the US workforce dropped to a
dismal 37 cents in 2021.

® (3700)

The situation with IP products is even worse. A steadily declining trend since
the mid-2000s has taken us to the point where the average member of the Canadian
workforce in 2021—

The Chair: Thank you, MP Lawrence.

It's past 1:00. We're suspending. I'll see everybody next week.
[The meeting was suspended at 1:01 p.m., Thursday, May 23]
[The meeting resumed at 11:43 a.m., Tuesday, May 28]

The Chair: I call this meeting to order.

Welcome to the continuation of meeting 143 of the House of
Commons Standing Committee on Finance. Pursuant to Standing
Order 108(2), the committee is meeting to discuss Bill C-69, an act
to implement certain provisions of the budget tabled in Parliament
on April 16, 2024.

Before we begin, I ask all members and other participants to con-
sult the cards on the table for guidelines to prevent audio feedback
incidents.

Please take note that the following preventive measures are in
place to protect the health and safety of all participants, including
the interpreters: Use only an approved black earpiece. The former
grey earpieces must not be used. Keep your earpiece away from the
microphones at all times. When you're not using your earpiece,
please place it face down on a sticker placed on the table for this
purpose. Thank you all for your co-operation.

Today's meeting is taking place in a hybrid format, pursuant to
Standing Order 15.1.

I will make a few comments for the benefit of the members.
Please wait until I recognize you by name before speaking. For
those on Zoom, please use the “raise hand” function. For those in
the room, just raise your hand. The clerk and I will manage the
speaking order as best we can, and we appreciate your understand-
ing in this regard. I remind you that all comments should be ad-
dressed through the chair.

As we get back to where we were the last time, members, we
have a new permanent member at our committee. Francesco Sor-
bara, the fine member from Vaughan, has joined us—

Some hon. members: Hear, hear!

The Chair: Welcome back, I should say, Francesco, because you
were a long-time member of this committee.

I see a hand up. Go ahead, MP Hallan.

Mr. Jasraj Singh Hallan: Chair, I ask for unanimous consent to
suspend for probably 20 or 30 minutes so that we can finalize dis-
cussions on the motion.

The Chair: I believe we have unanimous consent. That's great.
We're suspended.

¢ (13349 (Pause)
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The Chair: Members, we're back.

PS Turnbull, I see your hand up.

Mr. Ryan Turnbull: Thank you, Chair. Thanks for your indul-
gence and giving us a short suspension to work out an agreement
together. It is very good to see that we've been able to reach, I
think, consensus—what I hope is consensus.

I would first ask, Chair, for unanimous consent of the committee
members to withdraw the motion on the floor and then move a mo-
tion afterwards.

The Chair: You do have unanimous consent for that.

(Motion withdrawn)

Mr. Ryan Turnbull: Thank you. I would like to move the fol-
lowing motion:

As it relates to the committee's future business, including the study of Bill C-69, it
be agreed:

1. That meetings in the week of the May 28 and future meetings be dedicated to
hearing from witnesses regarding the bill for no fewer than 12 hours and that the
clerk invite Mr. Mark Carney as a witness to testify with respect to the 2024
budget, the economy and the environment for two hours;

II. That any amendments to the bill be submitted to the clerk no later than 11:59
p.m. on Friday, May 31;

III. That clause-by-clause consideration of the bill start no later than 9:00 a.m.
on Tuesday, June 4, and that during clause-by-clause consideration, all clauses
which are subject to no amendment be considered and voted on first, followed
by all clauses with amendments for consideration; and that if the committee
hasn’t completed clause-by-clause consideration by 5:00 p.m. on June 4, all re-
maining amendments submitted to the committee shall be deemed moved, the
chair shall put the question forthwith and successively, without further debate,
on all remaining clauses and proposed amendments, as well as each and every
question necessary to dispose of clause-by-clause consideration of the bill, as
well as all questions necessary to report the bill to the House;

IV. That following the completion of the study of the bill, the committee dedi-
cate future meetings as follows:

Two meetings on money laundering;

Two meetings on its study on the Policy Decisions and Market Forces that have
led to Increases in the Cost of Buying or Renting a Home in Canada; and

Two meetings on its study on Inflation in the Current Canadian Economy.

That has been sent around to the clerk in both official languages
so that it can be circulated.

I understand that all parties were involved in the discussions that
led to this, so I want to thank everybody for their efforts to reach an
agreement and to move past a bit of an impasse that we had for a
while. It's really great to see the committee working collaboratively.
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There are a couple of other things I want to put on the record in
terms of the impacts of this, Chair. One is that the committee mem-
bers agreed that it would be great to hear four hours of witness tes-
timony on Thursday, Friday and Monday, with preferred times be-
ing 10:00 to 2:00 on each one of those days. That was the prefer-
ence.

I would also like to say that the witness list would be submitted
today. We would try to complete that so that invitations could po-
tentially go out today, and witness testimony would then start on
Thursday. We realized as we discussed this that the timelines are
pretty condensed and that we need to get those invitations out as
soon as possible to hear from witnesses.

I think that's all I was going to say, and I just want to say thank
you again for everyone's collaboration on this.

The Chair: Well, thank you, PS Turnbull.

On the witnesses, the clerk will do their best. Of course, it's a
very short time to be able to bring in witnesses, but we'll do the best
we can.

Are there any others?

Go ahead, MP Chambers.

Mr. Adam Chambers: I'm in favour of what's agreed to because
it's been agreed, but I'll just note that when we are voting on claus-
es, we are giving preference to those without amendments, such
that we could be in the situation that we won't be debating clauses
that do have amendments, because we're going to start to run out of
time.

In a roundabout way, we've given preference to first reviewing
clauses that have no amendments. I'm not proposing any changes;
I'm just highlighting a potential downside of the agreement, such
that when five o'clock comes on Tuesday, we may still have clauses
with amendments that we have not discussed.

The Chair: Thank you, MP Chambers.
Is that it for members?

Go ahead, MP Davies.

Mr. Don Davies (Vancouver Kingsway, NDP): Are you saying
that it might make sense, then, to start on Monday with clauses that
have amendments?

Mr. Adam Chambers: I don't want to open it back up. I'm just
pointing out the situation.

Mr. Don Davies: I'm sorry. It's on Tuesday. I'll just leave that
open.

Did you mention—and I'm sorry if I missed this—that parties
should get their witnesses in by 5 p.m. today and prioritize them?

The Chair: Yes.

Mr. Don Davies: We also talked about having four witnesses per
panel. I think that was something that wasn't mentioned, which we
should try to accommodate.

The Chair: Is that one hour per panel?

Mr. Don Davies: It's one-hour panels, but four witnesses per
panel, so they'd each have five minutes to talk.

The Chair: Okay.

Go ahead, PS Turnbull.

Mr. Ryan Turnbull: I'll just make a short comment in relation to
Mr. Chambers' very good point.

In conversation with other committee members, we discussed the
possibility of having a Monday night meeting in order to deal with
all clauses that did not have amendments. The preference was to
deal with those clauses swiftly, recognizing that there may still be
some that members want to vote against. We would try to ensure
that those could be identified so that we could group clauses with
no amendments and dispense with them fairly quickly. It would be
possible to pull out any that we need to have a short discussion on.
Dispensing with those first would be helpful for dealing with the
bulk of the bill. Then we'd move on to any amendments that have
been submitted.

That was the intention expressed. To me, it made sense. That's
why we changed and avoided that Monday evening meeting.

The Chair: Before I go to MP Garon, I want to say that on part
4, we didn't hear from officials. We didn't finish with officials for
parts 1 to 3.

Would members be interested in having those officials in the first
couple of hours? We would bring in the officials again for the first
hour. Also, in the second hour, we'd have the part 4 officials.

Can we hear from MP Davies on this?

Mr. Don Davies: I'm okay with that.

I'm wondering if my colleagues might prefer hearing from the
officials on part 4. We did hear from officials on the other parts, al-
though it wasn't totally complete.

1 suggest we take one hour and have the officials on the other

parts so that we have maximum time to hear from stakeholders. I'm
in my colleagues' hands on that, if people feel differently.

The Chair: We could have officials for the first hour on part 4.
MP Garon, did you...?
You're good. Thanks.

Is everybody good with this?

Mr. Jasraj Singh Hallan: I want to confirm.

Are we still doing the four, four and four hours on Thursday, Fri-
day and Monday?

The Chair: Yes, it's 12 hours.
Do we have unanimous consent?
Some hon. members: Agreed.

The Chair: The motion goes forward.
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I think we are done for the day.

Are you ready to adjourn, members?

Some hon. members: Agreed.

The Chair: We're adjourned.
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