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The Chair (Mr. Peter Fonseca (Mississauga East—
Cooksville, Lib.)): I call this meeting to order. Welcome to meeting
number 16 of the House of Commons Standing Committee on Fi-
nance. Pursuant to the motion adopted in committee on December
16, 2021, the committee is meeting today to continue its pre-budget
consultations in advance of the 2022 budget.

Today's meeting is taking place in a hybrid format pursuant to
the House order of November 25, 2021. Members are attending in
person in the room and remotely using the Zoom application. The
proceedings will be made available via the House of Commons
website. Just so that you are aware, the webcast will always show
the person speaking rather than the entirety of the committee.

Today's meeting is also taking place in a webinar format. Webi-
nars are for public committee meetings and are available only to
members, their staff, and witnesses. Members enter immediately as
active participants. All functionalities for active participants remain
the same. Staff will be non-active participants and can therefore on-
ly view the meeting in gallery view.

I'd like to take this opportunity to remind all participants at this
meeting that screen shots and taking photos of your screen are not
permitted.

Given the ongoing pandemic situation and in light of the recom-
mendations from the health authorities, as well as the directive of
the Board of Internal Economy on October 19, 2021, to remain
healthy and safe, all those attending the meeting in person are to
maintain two-metre physical distancing, and must wear a non-med-
ical mask when circulating in the room. It is highly recommended
that the mask be worn at all times, including when seated. All
members must maintain proper hand hygiene by using the provided
hand sanitizer at the room entrance. As the chair, I will be enforc-
ing these measures for the duration of the meeting and I thank
members in advance for their co-operation.

To ensure an orderly meeting, I'd like to outline a few rules to
follow. Members and witnesses may speak in the official language
of their choice. Interpretation services are available for this meet-
ing. You have the choice at the bottom of your screen of either the
floor, English or French. If interpretation is lost, please inform me
immediately and we will ensure that interpretation is properly re-
stored before resuming the proceedings. The “raise hand” feature at
the bottom of the screen can be used at any time if you wish to
speak or alert the chair.

For members participating in person, proceed as you usually
would when the whole committee is meeting in person in a com-
mittee room. Keep in mind the Board of Internal Economy's guide-
lines for mask use and health protocols. Before speaking, please
wait until I recognize you by name. If you're on the video confer-
ence, please click on the microphone icon to unmute yourself. To
those in the room, your microphone will be controlled as normal by
the proceedings and verification officer. When speaking, please
speak slowly and clearly. When you're not speaking, your mike
should be on mute. I remind you that all comments by members
and witnesses should be addressed through the chair.

With regard to a speaking list, the committee clerk and I will do
the best we can to maintain a consolidated order of speaking for all
members whether they are participating virtually or in person. The
committee agreed that during these hearings the chair will enforce
the rule that the response by a witness to a question takes no longer
than the time taken to ask the question. That said, I request that
members and witnesses treat each other with mutual respect and
decorum. If you think the witness has gone beyond their time, it's a
member's prerogative to interrupt or ask the next question and to be
mindful of other members' time allocation during the meeting.
Therefore, I also request that members not go much over their allot-
ted question time. Though we will not interrupt during a member's
allotted time, I'd like to keep you informed that our clerk has two
clocks to time our members and witnesses.

1 would now like to welcome our witnesses.

From the Canadian Centre for Policy Alternatives, we have
David Macdonald, senior economist; from the Canadian Taxpayers
Federation, Franco Terrazzano, federal director; from the C.D.
Howe Institute, Mark Zelmer, senior fellow, and Jeremy Kronick,
associate director of research; from the Council of Canadian Inno-
vators, Dana O'Born, vice-president, strategy and advocacy; from
Equiterre, we have Marc-André Viau, director of government rela-
tions; and finally, from Sociétés d'aide au développement des col-
lectivités et Centres d'aide aux entreprises, we have Pascal Harvey,
general manager.

We're now going to hear opening statements from the witnesses.
One witness per group will have up to five minutes to make their
opening remarks before we move to questions by members.

® (1535)

We're going to start at the beginning of our list with the Canadian
Centre for Policy Alternatives and Mr. David Macdonald.
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Mr. David Macdonald (Senior Economist, Canadian Centre
for Policy Alternatives): Thank you, Mr. Chair.

I'd like to thank the committee for the invitation to speak today.

I would refer members to our 2022 alternative federal budget,
which lays out in much more detail the items I’ll speak on today
and provides you with other costed proposals for your considera-
tion.

If COVID-19 in general, and omicron in particular, have taught
us anything it's that there will be future waves of this pandemic.
The federal government has played a critical role in buffering both
households and the provinces from the worst economic impacts of
COVID-19, but we need to move to longer-term resiliency against
future waves so that we can all resume some sense of normalcy in
2022 and beyond.

The health care system in particular must be able to withstand fu-
ture waves. We need a deeper bench in hospitals so that future
waves can be absorbed without shutting down the rest of the health
care system. This has to do with capital to some degree with respect
to more intensive care beds, but it mostly has to do with staffing.
I'm thinking of professions like nurses. Provinces need longer-term
commitments to bolster their own systems. This should be through
a federal workplace strategy for health care workers, but it should
also be through a long-term reorientation of health care transfers in
terms of federal commitments reaching 35% of total provincial
health care costs, up from the pre-COVID level of about 23%.

Budget 2022 needs to keep in mind the atrocious long-term care
death rates we saw in Canada. This certainly requires improved pay
and more PSWs, but that’s only part of it. New national standards
are necessary that ensure that seniors care is universal, public, com-
prehensive, and portable and that these be conditions for new feder-
al funding with the provinces.

We also need to improve worker supports in budget 2022. In the
January data I think what we’re going to see is the immense impact
on workers due to sick leave as workers take time off due to omi-
cron. Health and the opening of the economy are not in competi-
tion: the health of workers is a prerequisite for a properly function-
ing economy. Coverage of the self-employed, which did not exist
prior to the pandemic through the EI system, has been roughly on-
going throughout the pandemic, first via CERB and the CRB, and
more currently through the Canadian worker lockdown benefit.
These programs have been haphazard, halting, and constantly
changing. Looking forward to 2022 in the budget, I look forward to
seeing a more comprehensive plan of how the self-employed can be
more fully integrated into the EI system.

Longer term, the federal government needs to be more involved
in the payment of the EI system, particularly once unemployment
goes over a certain level. The Canadian system is somewhat unique
in that only workers and employers contribute to it. Generally, in
other developed countries governments themselves also contribute
to the employment insurance system. That is de facto what has hap-
pened over the past two recessions, where the federal government
has stepped in to bolster the EI system, but this should be more in-
stitutional, where the federal government is constantly contributing
to the EI system, not just in times of crisis. This would allow for

much-needed improvements in the system, like a higher replace-
ment rate or a floor on what the unemployed receive, something
like the $500 a week that we saw during the CERB and CRB peri-
ods, as well as a lower threshold for hours of entry into the system.

Direct transfers to households helped to keep poverty rates down
in 2020 and 2021. In fact, it's likely that poverty rates were lower
than they were in 2019, and we'll see that when the full data comes
out. This was in large part due to CERB and the changes to EI but
also to one-time transfers. I think we need to build on that to better
insulate adults in particular from poverty in Canada through two
new programs. One is the Canada disability benefit, and the other is
the creation of a new Canada livable income.

The Canada disability benefit was initially proposed in the 2020
Speech from the Throne. Substantial empirical work has been done
since that point into how this could be implemented, the levels that
would be needed. These are mocked-up in our alternative budget.
We show that the various criteria for benefits, be they federal,
provincial, or private insurance definitions for disability, can be
unified in a common $11,000-a-year benefit, improving the lives of
Canadians with disabilities while saving the provinces substantial
money.

When it come to a Canada livable income, substantial basic in-
comes already exist in Canada for families with children and for se-
niors. However, adults in the middle of their age range and who
don't have high incomes are left out from supports. The one support
that they might be able to access, the Canada workers benefit, has
received several significant changes in recent years, although it on-
ly covers workers with working income. One of the reasons people
live in poverty is that they don't have working income for some rea-
son.

® (1540)

The alternative budget—and I hope the federal budget—will
consider a Canada livable income that will replace the Canada
workers benefit, provide coverage for more Canadians, particularly
those without working income, and provide a floor of $5,000 per
person or $7,000 a couple per year.

Thank you very much for your attention. I look forward to your
questions.

The Chair: Thank you, Mr. Macdonald.

Now we'll move to the Canadian Taxpayers Federation and Mr.
Terrazzano for up to five minutes.
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Mr. Franco Terrazzano (Federal Director, Canadian Taxpay-
ers Federation): My name is Franco Terrazzano. I'm the federal di-
rector of the Canadian Taxpayers Federation. We're a non-partisan
advocacy group that has been fighting for lower taxes, less waste
and more accountable government for more than 30 years. I thank
you for inviting us to present today.

The year 2070 is when Canadians can expect to see their next
balanced budget under the current trajectory laid out in budget
2021, and that's according to data published by the Parliamentary
Budget Officer. That would add another $2.7 trillion to the debt tab,
and taxpayers would lose out on about $3.8 trillion just to pay inter-
est charges on the debt over those five decades of deficits.

That's trillions of dollars that can't go to hiring more nurses, re-
ducing class sizes or fixing potholes. That's trillions of dollars that
can't stay in families' pockets to help with the groceries or to make
sure the kids get to hockey practice. That money would be going to
the bond fund managers through interest payments.

Right now, each Canadian's individual share of the debt federally
is about $30,000. By 2070, that could reach $67,000. It's a massive
debt that we're piling onto the backs of Canadians' kids and grand-
kids. Right now, many families are already struggling with inflation
and are rightly asking how they're going to pay for this unprece-
dented amount of government spending. Of course, there's techni-
cally nothing stopping the government from balancing its budget
long before 2070, but this government is using the cloud of
COVID-19 to go on a debt-fuelled spending binge.

In the last budget, the government planned to increase permanent
spending by more than $100 billion by 2026, and that's already on
top of spending that had reached all-time highs even before the
pandemic. In 2018-19, before the pandemic or any Canada-wide re-
cession, the government spent more money than it did during any
single year during World War II, and that's even after accounting
for changes in inflation and population growth.

In our budget submission, the CTF has outlined a plan to get to a
balanced budget in 2023-24 by returning program spending to
prepandemic levels, adjusted upward for inflation and population
growth. We are calling on the government to balance the budget by
returning to all-time high levels of spending before the pandemic.

How do we get there? Well, with the massive amount of money
that the government has been borrowing for years, finding savings
in each department should be like finding water in the ocean.

Of course, the government must do the little things right: no
more blowing thousands of dollars on sex-toy shows in Germany
and no more marijuana simulation kits for the military or spending
thousands of dollars on red-carpet parties for communications staff.

The government must also do the big things right: no more giv-
ing 312,000 federal bureaucrats pay raises during a pandemic while
their neighbours lose their jobs and perhaps their businesses and
take pay cuts, and no more giving businesses like the Ford Motor
Corporation $295 million. Also, we can't keep increasing the blank
cheque the government gives to some premiers by $1 billion every
year forever.

There must also be leadership at the top. That means ending the
pandemic pay raises that MPs and senators continue to gobble up.
That also means that a Governor General shouldn't be able to leave
the role early after serving for only about three years and still be el-
igible collect her pension to age 90, totalling about $4.8 million.
That also means ending the expense account for retired Governors
General, who can expense taxpayers for more than $200,000 every
single year for the rest of their lives, including for up to six months
after their deaths.

This government can balance the budget, stop piling debt onto
Canadians' kids and grandkids, reduce the amount of money we're
giving to the bond fund managers on Bay Street and avoid tax hikes
by returning spending to prepandemic levels, which were already at
all-time highs.

I assume that you're going to hear from hundreds of individuals
and groups asking for more money. I am here on behalf of 235,000
Canadian taxpayers across Canada who are asking for less. For a bit
of added context, since I've been talking, about $1.3 million more
has been added onto the debt.

Thank you. I look forward to your questions.
® (1545)

The Chair: Thank you, Mr. Terrazzano.

Now we'll move to the C.D. Howe Institute and Mr. Zelmer or
Mr. Kronick for up to five minutes.

Mr. Mark Zelmer (Senior Fellow, C.D. Howe Institute):
Thank you very much. We promise that we will combine well with-
in the five minutes.

Good afternoon, Mr. Chairman and members of the committee.
Thank you very much for your very kind invitation to join you to-
day.

As you will note from my bio, I have more than 35 years' experi-
ence in dealing with financial sector policy issues in Canada and
abroad. This past year, I helped prepare three papers for the C.D.
Howe Institute that might be of interest to you in your delibera-
tions.

The first one explored modern monetary theory, or MMT. It con-
cluded that MMT overstates the degree of monetary sovereignty
that countries such as Canada enjoy in a world where capital is mo-
bile.

The second paper offered some lessons on how public account-
ability could be injected into the OSFI's supervision of financial in-
stitutions.
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The most recent paper discussed the emergence of cryptocurren-
cies and promoted the introduction of a digital Canadian dollar by
the Bank of Canada to support the development of Canadian dollar-
linked cryptocurrencies by the private sector. It also argued in
favour of having the digital currency issued in token form so that
most of the benefits that Canadians currently enjoy with paper
money can be retained.

Finally, given my past experience, let me note that Canadians
and Canadian businesses now stand out for being among the most
highly levered in the industrialized world.

Why does this matter? Well, I believe the tailwind of falling in-
terest rates and rising asset prices over the past 40 years has helped
to contain credit risk in our financial system, but this tailwind has
dissipated and may become a headwind going forward. If I am
right, then life may become more uncomfortable in the future for
our highly levered private sector than conventional credit-risk met-
rics might suggest. This underscores the need to have some flexibil-
ity in our public finances to respond to future shocks.

Thank you again for the opportunity to meet with you today. I'll
be happy to respond to members’ questions on these or any other
topics. I will hand over to Jeremy to finish off our five minutes.

Thank you.

Mr. Jeremy Kronick (Associate Director, Research, C.D.
Howe Institute): Thanks, Mark.

I'll add my thanks to the chair and the committee as well for the
invite here today. It's always an honour to be asked.

I'm going to touch on three topics very briefly and I'm happy to
expand on any of them in the Q and A. I'll talk about inflation, the
housing market, and the proposed bank and insurance tax.

On inflation, it was entirely appropriate for fiscal and monetary
authorities to take an aggressive stance when the pandemic first hit.
We saw much success in this regard. However, here and around the
globe, these stimulative policies have continued long after the re-
cession has ended, and the result, not surprisingly, is inflation well
above comfortable levels for inflation-targeting central banks.

The seemingly coordinated hawkish response of late by devel-
oped world central banks might help in taming inflation here at
home, but higher interest rates across the global board will slow ag-
gregate global demand, which in turn will hurt domestic economic
growth. This is one of the many problems with inflation. Once it
takes hold, it is hard to break, and higher prices disproportionately
hurt lower income folks.

The second topic is housing. One idea floated around has been
lowering CMHC’s mortgage insurance premium to get people over
the affordability threshold. I worry about the precedent that this
kind of move has for the relationship between government and
Crown corporations whose job, in the case of CMHC, is to set these
insurance premiums to ensure stability in our financial system and
compensate the public for the risk they bear. In the name of in-
creased affordability, we're increasing financial stability risk and
this is a difficult trade-off.

The crux of the affordability issue is, of course, supply, and here,
unfortunately the federal government is limited in the tools in its
tool box. What it can do is focus on what prods it can use to en-
courage lower levels of government to improve their approval pro-
cesses, their rules around density, and the way they charge develop-
ment fees.

Lastly, I'll just mention the discussion on the bank and insurance
tax. Taxes should of course be progressive, which this one is meant
to be, but in our environment in Canada, banks and insurance com-
panies will pass down this cost to consumers, to employees and to
investors in the form of higher fees and insurance premiums, lower
deposit rates, and so on. Now, if the Canadian financial sector was
more competitive, some other competitor would come along and
offer a better deal to customers, upending the incumbents. Howev-
er, in our highly regulated sector, despite good competition from
credit unions, it's unlikely to come to pass, meaning that more
needs to be done to continue to improve competitiveness in this
sector, which is a better way to tax any excess profits.

Moving forward with open banking and implementing the rec-
ommendations that came out of the advisory committee on open
banking should be at the top of the list, because this is a zero-cost
way of improving productivity.

I will stop here and thank the members of the committee again
for the invite. I look forward to the Q and A.

® (1550)

The Chair: Thank you, Mr. Kronick and Mr. Zelmer.

We are moving now to the Council of Canadian Innovators and
Ms. Dana O'Born.

Ms. Dana O'Born (Vice-President, Strategy and Advocacy,
Council of Canadian Innovators): Good afternoon, Mr. Chair.

Can everybody hear me okay? Excellent. I see lots of nodding
heads. I'm getting used to that on Zoom.

Thank you so much for the opportunity to present today and talk
about the importance of budget 2022. I know there's a lot of content
to get through.

I'm appearing on behalf of the Council of Canadian Innovators.
We are a national business council representing 150 of Canada's
headquartered fastest growing tech companies. Our members are
headquartered, as I mentioned, here in Canada and employ north of
52,000 workers across the country. We're market leaders in the sec-
tors of health care, clean tech, financial technologies, cybersecurity
and more.
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Addressing Canada's postpandemic talent crisis and improving
Canada's innovation outputs in research, development and commer-
cialization are the two priorities from our pre-budget submission
that I will speak to today.

First, I'd like to brief you on the pressures facing domestic tech-
nology companies—and this talent issue is pervasive, I think, prob-
ably across all sectors, but specifically for the tech sector today—in
their pursuit of attracting and retaining highly skilled talent to fuel
the growth of their companies.

From governments to businesses to community organizations, so
many of us have embraced new digital tools in the past two years.
Today, more than ever, Canadians shop, bank, study and connect
online, and this increased demand for digital services has helped fu-
el an economic rebound in the ICT space after the dark early
months of the pandemic. A recent report from the ICTC estimated
that by 2025 Canada's digital economy will employ 2.26 million
Canadians—that's 11% of all employment in the country—but this
will require an additional 250,000 jobs to be created over the next
three years.

The good news is that CCI's members and Canadian scale-up
companies are committed to creating many of those new jobs, but
they face a serious talent supply issue. Nearly every conversation |
have with our members tends to deal with workforce issues in some
way. Scale-up companies can't just maintain their workforce; they
actually need to grow it, and grow it rapidly. Adding the best and
the brightest talent remains a constant priority.

Further, a recent survey of our membership found that most com-
panies plan to increase their workforce by 20% this year. That's an
additional 10,000 workers added to our workforce in Canada by
this year's end.

For years, the shortage of skilled talent has been a driving con-
cern for the council, but the recent shift to remote work has only
exacerbated this problem. Canada's skilled workers are now part of
a global labour market, where geography is no longer important.
Our domestic innovators are finding themselves in fierce competi-
tion with global companies that can offer significantly higher
salaries for the same crop of high-skilled workers. This is driving
up wage inflation across our companies, with some finding that
wage expectations have increased by 25% in the last year.

To meet the talent needs of our country's fastest growing compa-
nies, we need to increase the generation, attraction and retention of
skilled workers for Canadian firms. We have many recommenda-
tions on how to address these challenges, including improvements
to our immigration system and investments into upskilling and re-
taining programs. I look forward to engaging with you on these
ideas today.

I'd also like to bring to your attention Canada's SR and ED pro-
gram and its need for reform to help spur innovation and generate a
greater return on investment for Canada. This tax credit is the cor-
nerstone of Canada's innovation funding, and it's used by an over-
whelming majority of CCI members, and more.

We have been calling for SR and ED reform for years. During
last year's federal election, we were encouraged to see that leading
political parties heard our calls and included plans to reform SR

and ED in their platforms. But we continue to be concerned that as
the government promotes an innovation agenda, the SR and ED
program does not allow costs related to the development and pro-
tection of IP to be eligible for the tax credit. Intellectual property is
arguably the most valuable commodity in the innovation economy,
and SR and ED badly lacks an IP focus.

In our budget submission, we also ask the government to stop
giving SR and ED incentives to foreign companies that take their IP
outside of Canada. The SR and ED tax incentive, particularly the
refundable portion, delivers material and long-term value to Canada
only if the IP flowing from the investment stays here. Without an IP
strategy for SR and ED, Canada is doing philanthropy, not innova-
tion. We also need to see the deployment of other tools to protect
ideas as they commercialize, such as patent boxes.

I appreciate the opportunity to be here today to present on behalf
of our innovators. I do hope you'll take the time to read CCI's full
budget submission. I also urge you to get to know the innovative
companies in your own ridings—I have checked many of yours,
and they do exist there—and understand the challenges that are fac-
ing them in their pursuit of scale. Without a strong base of these
homegrown, high-growth companies in Canada, we will not be able
to generate the economic growth and public wealth necessary to
pay for the public services that Canadians depend on.

Thank you. I look forward to your questions.

® (1555)

The Chair: Thank you, Ms. O'Born, and we look forward to
asking you questions.

We are moving now to Equiterre and Mr. Marc-André Viau.

[Translation]

) Mr. Marc-André Viau (Director, Government Relations,
Equiterre): Yes. Thank you, Mr. Chair.
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Members of the Standing Committee on Finance, thank you for
having me here today. My name is Marc-André Viau. I'm the direc-
tor of government relations at Equiterre, an environmental NGO
with over 150,000 members and supporters. The organization fo-
cuses on agriculture, light and heavy transportation, consumption,
energy and climate change in general. Last August, it submitted a
brief on agriculture, energy and mobility as part of the pre-budget
consultations. I'll outline the recommendations from that brief,
some of which have been updated.

Climate change is affecting Canadian production resources and
crops. Last summer's drought in Canada resulted in food supply
shortages for retail, which are currently being exacerbated by the
border barricades in Alberta, as well as yield losses for canola and
wheat. As they say, when it rains, it pours. After the fires came the
floods, especially on the agricultural plains of the Abbotsford area.
Flood damage in British Columbia is estimated at $450 million.

We welcome the new guidance provided by the federal govern-
ment and its provincial and territorial partners. In both the Guelph
statement and the mandate letter of the Minister of Agriculture and
Agri-Food, climate risk management is a key issue. We want to see
the government invest in solutions that will help farmers adapt to
better manage climate risks, while using agriculture as a tool to
fight climate change.

We believe that investment in soil health is needed to unlock the
full potential of carbon sequestration by ensuring the resilience of
our agri-food sector. To this end, we support the creation of a dedi-
cated climate risk management program. We also recommend fund-
ing for the development of a pan-Canadian strategy to study best
practices in soil health.

Now that we've talked about climate impacts on agriculture, I
want to turn to energy. After years of promises with no real fol-
low-through, we expect fossil fuel subsidies to end by 2023. How-
ever, we're also concerned that the repealed subsidies will be re-
placed by other subsidies. As over 400 experts recently stated,
we're concerned that an investment tax credit will be proposed for
carbon capture, use and storage, or CCUS. This could undermine
our efforts to achieve carbon neutrality by 2050. Despite decades of
research, CCUS is neither economically viable nor proven on a
large scale. It has a poor environmental record and limited potential
for significant and cost-effective emissions reductions. If the indus-
try wants to tap into this area, so be it. That said, taxpayers are al-
ready saddled with the bill for orphan wells, for example.

We recommend that the government release its roadmap for
phasing out fossil fuel subsidies in the next budget framework and
avoid subsidizing carbon capture. All this, of course, goes hand in
hand with the passage of legislation and a fair transition plan. There
won't be any transition without workers and communities.

There's a great deal of movement in the mobility sector. In 2021,
Canada moved up the ban on the sale of new gasoline-powered ve-
hicles to 2035. However, zero-emission vehicles, or ZEVs, account
for only 5% of new vehicle sales. Meanwhile, light trucks account-
ed for a record 81% of sales. We're talking about the type of trucks
that you keep seeing on the streets of Ottawa right now. This is
driving up the transportation sector's GHG emissions record, de-
spite the fuel efficiency of the vehicles. When we look at the sales

figures in Quebec and British Columbia, we understand that we
need a ZEV standard at the federal level to speed up the transition,
which is currently being studied.

However, our organization believes that purchase incentive pro-
grams have run their course, and aren't sustainable in terms of fund-
ing the replacement of millions of vehicles. Not every vehicle
should be replaced. Moreover, electrification must be accompanied
by a modal shift to active and collective transportation, and also to
shared mobility.

Since we're feeling very generous, we're proposing that the gov-
ernment save both money and GHGs in one program. It's time to
transition to a self-funding program of feebates to turn a portion of
the sale of polluting vehicles into a contribution to financial incen-
tives for the purchase of electric vehicles. This means reforming the
green levy program to make it proportional to energy performance
and vehicle weight. This green levy will be used to replenish the
cofters of the purchase incentive program.

In closing, I want to remind you that section 23 of the act re-
specting transparency and accountability in Canada's efforts to
achieve net-zero greenhouse gas emissions by the year 2050 carries
obligations for the Minister of Finance.

® (1600)

Under the legislation, the Minister of Finance must, in co-opera-
tion with the Minister of the Environment and Climate Change,
prepare an annual report respecting key measures that the federal
public administration has taken to manage its financial risks and
opportunities related to climate change. We recommend that the
Minister of Finance begin this accountability exercise with the
2022 budget.

Thank you for listening. I can answer your questions during the
upcoming discussions.

The Chair: Thank you, Mr. Viau.
[English]

Now we're moving to Sociétés d’aide au développement des col-
lectivités et Centres d’aide aux entreprises with Monsieur Pascal
Harvey for five minutes.

[Translation]

Mr. Pascal Harvey (General Manager, Société d'aide au
développement des collectivités et Centre d'aide aux entrepris-
es): Thank you, Mr. Chair.

Committee members and guests, I'm pleased to be speaking to
you on behalf of the network of Sociétés d'aide au développement
des collectivités, or SADCs, and the Centres d'aide aux entreprises,
or CAEs, in Quebec.
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This wonderful network has 67 members, including 57 SADCs
and 10 CAEs. It also represents over 1,000 people, including
400 permanent employees and 600 volunteers. The operation of
these organizations is funded by Canada Economic Development
for Quebec Regions, so by the federal government.

I also want to point out that our network is part of a larger
pan-Canadian network, the Community Futures Network of
Canada, or CFNC, which includes over 260 organizations like
ours—the Community Business Development Corporations, or CB-
DCs, and Community Futures Development Corporations, or CFD-
Cs—across Canada. Our network spans all of Canada's rural and
semi-urban areas.

Today, I mainly want to talk about the Quebec fact in relation to
a green and united recovery, to which we obviously want to con-
tribute.

I also want to talk about our relationship with Canada Economic
Development for Quebec Regions, which has been very successful
and which gives us the opportunity to develop programs for our
members on behalf of the federal government. It also enables our
members to develop programs in rural and semi-urban areas, either
in communities or with businesses.

I'll give you some statistics. Over the past year, through the re-
gional relief and recovery fund, or RRRF, our members have
loaned over $128 million to 2,700 businesses, which is quite signif-
icant. They also invested over $25 million in 3,800 technical assis-
tance and local economic development projects.

We believe that, in terms of the pandemic, SADCs and CAEs
have done a good job. We would now like to be part of a green re-
covery.

In the time that I have left, I'll tell you about what our members
are doing on the ground. Each year, our members are involved in
over 10,000 investment projects and over 1,000 development
projects, mainly in the area of sustainable development. They carry
out diagnostics, support companies, implement eco-conscious
projects or fund sustainable projects.

Several of our members are involved in industrial symbioses in
the circular economy, while others are working together on net-zero
emissions projects. Some members have implemented forest
biomass projects in their area, while others have even contributed
to food self-sufficiency projects in their area.

It would be good if, through the Department of Finance, the gov-
ernment could consider decentralizing some of the work so that the
agencies and organizations that I'm representing today could play a
more significant and obvious role in our communities. Our strength
is our outreach and the strength of our volunteers and professionals
on the ground. However, our direct connection to the communities
and direct connection to entrepreneurs make us a key partner.

This sums up our work on the ground, the work of our members
and the strength of the network. I look forward to answering your
questions for the next while.

® (1605)
The Chair: Thank you, Mr. Harvey.

[English]

Witnesses and members, we're moving to our rounds of ques-
tions. Our first round will give each party up to six minutes for
questions. We are starting with the Conservatives.

Mr. McLean, you have the floor.

Mr. Greg McLean (Calgary Centre, CPC): Thank you, Mr.
Chair.

Let me thank all the witnesses we have here today, because in the
short time you were able to present to us, you gave us a whole
bunch of information, and I think it's going to be useful.

I'm going to start my questions with Franco Terrazzano of the
Canadian Taxpayers Federation.

Thank you very much for what you do and what you bring to the
table here. I've been in Ottawa for two years, and often at all of
these committee hearings we hear from those we call “rent-seek-
ers”. They come in and tell us that we need to fund them more
through government. They tell us that these are their programs and
that we need to fund them, without giving us the other side of the
equation and without any consideration for who's paying the bill at
the end of the day. It's Canadian taxpayers who are paying the bill.

Thank you for your work and for being here at these pre-budget
consultations.

Let's talk about the debt-to-GDP ratio. That ratio has gone from
30%, which we were trying to keep it level at, to 50%, and now the
government proposes to keep it at that 50% level even though our
GDP is increasing. Can you comment on that quickly, please?

Mr. Franco Terrazzano: It's an absolutely staggering amount,
and I think what's so eye-watering is that it's not just where the debt
is now, but where the debt is going under current projections laid
out in the last budget.

I mentioned the PBO. I think many Canadians are rightly very
concerned about the financial burden that they are leaving to future
generations. Right now, debt per person is about $30,000. Under
current projections, over the next five decades that could be all the
way up to $67,000. Many people are worried about the financial tab
they're leaving to their kids and grandkids, and I think that's some-
thing the government needs to take seriously.

Mr. Greg McLean: Thank you.
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I want to go into that further because I had to ask a question in
the House of Commons yesterday, and one of my colleagues across
the aisle talked about the debt-to-GDP ratio. GDP is a national fig-
ure. It counts everything we do. Debt, the way the Government of
Canada calculates it, is a federal number only, and yet all that GDP
is also provincial. So we can't double-count the GDP.

Can you tell us what the debt-to-GDP ratio really is when you
count in the provincial debt across the country?

Mr. Franco Terrazzano: It is true that gross debt is much higher
than net debt.

One thing that I want to bring up, member, with respect, is that I
talked about these projections of five decades of deficits. That is
startling in and of itself, but the PBO also estimates from their data
that it would take at least another two decades to finally pay off that
debt. I think many taxpayers are wondering if they'll ever live to
see a debt-free Canada. Even more startling is the fact that the PBO
assumes relatively low interest rates. It assumes a steady upward
march of economic growth. I think we should all be concerned
about what happens if interest rates tick up and if we stumble into
another downturn unrelated to the pandemic.

Mr. Greg McLean: It was music to my ears when you talked
about returning to balanced budgets in 2023-24. This country needs
to get back to balance and stop spending the dollars that our chil-
dren and our grandchildren, and their children, are going to have to
pay for the programs that we're incurring here now, because we're
all going to have problems. You talk about the systemic problems
that are going to emerge in society. There are going to be payments
to be made in the future.

I want to talk about the $560 billion that went out the door since
the pandemic. As the Parliamentary Budget Officer indicated, $170
billion of that was discretionary spending, and had nothing to do
with the pandemic. Is that something we can move backwards on
very quickly to get back to a balance?

® (1610)

Mr. Franco Terrazzano: Absolutely. We have to remember—
and this is what I also noted in the full budget submission—that
you could balance the federal budget in 2023-24 simply by going
back to prepandemic spending of a few years ago, which was al-
ready at an all-time high. In 2018-19, you had the federal govern-
ment spending more than it ever has—with no Canada-wide reces-
sion— than it did during any single year during World War II.

One of the other concerns that we're hearing from so many Cana-
dians, of course, is inflation, especially when you have the Bank of
Canada's printing press on overdrive. There was $370 billion print-
ed out of thin air and, of course, the more dollars the Bank of
Canada buys, the less our dollars in our savings accounts and retire-
ment accounts can purchase. A large chunk of what the Bank of
Canada has been printing up is Government of Canada debt. It sure
seems like Ottawa is financing a good chunk of its deficits by using
the printing press.

Mr. Greg McLean: Yes, of course, and thank you for that com-
ment on how we're financing it. There will be problems with that,
as we know, going forward.

My final question for you, Mr. Terrazzano, is this. Can you ex-
plain the dichotomy between what we've gone through here as far
as public sector payments are concerned versus private sector debt
that's been incurred during this pandemic? The public sector has
continued to grow its expenses significantly, and the private sector
has borne the entire burden of everything that's happened in this
pandemic, including lockdowns, cutbacks and unemployment. Can
I get your comment on that, please?

Mr. Franco Terrazzano: It's unfortunate to say this but we're
not all in this together. We've seen so many people in the private
sector lose their jobs, take a pay cut, maybe even lose their small
business, but we've seen no restraint from the federal government
from spending more on everything forever. We've seen more than
312,000 federal government employees receive a pay raise while
their neighbours in the private sector struggle. We've seen more
government employees. We still have fewer jobs in the private sec-
tor than prepandemic.

The Chair: Thank you, Mr. McLean.

We're going to move to the Liberals with Madame Chatel for six
minutes.

Mrs. Sophie Chatel (Pontiac, Lib.): Thank you, Mr. Chair.

I'm very proud of the fiscal prudence and good management of
this government through the pandemic. We have one of the best net
debt-to-GDP ratios for the whole of the G20 countries. That's
something to be very proud of during this crisis and pandemic.

[Translation]

My questions are mainly for Mr. Harvey.

Mr. Harvey, I appreciated your remarks and I agree that Canada
is on the verge of a major change, an economic transition. In this
economic transition, there will be winners and losers. The winners
in this transition will be the ones who are well prepared.

In your remarks, you raised one of my concerns. Are our small
communities, the rural and semi-urban communities, ready for this
transition? I represent a large constituency.

What are the best tools to ensure that we can support communi-
ties as they transition and that the communities are well established
for the economy of the future?

Mr. Pascal Harvey: Ms. Chatel, I'd like to respond that the best
tools are the SADCs and the CAEs. Taking care of rural areas and
large, more isolated areas is part of our DNA.
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The mandate given to us by the federal government through
Canada Economic Development for Quebec Regions is to take
good care of rural and semi-urban communities. It's also to take
good care of businesses, because the wealth creators are the en-
trepreneurs. They had a hard time during the pandemic.

If we're considering a recovery, we must use the proactive nature
of the communities. We must also use the instincts developed dur-
ing the pandemic. For example, this may involve promoting short
consumption cycles, buying locally and ensuring that entrepreneurs
can develop other types of practices and clients, while developing
other daily practices.

Since 2008, the network of SADCs and CAEs has had a sustain-
able development discussion group. The network members have
been very proactive. Out of 67 members, about 40 are currently
working in this task force. This has enabled us to play a very active
role in the areas of activity that I referred to earlier. These include
industrial symbioses and synergies that allow companies to come
together to develop other types of clients, so that they're ready to
deal with different kinds of pandemics.

Unfortunately, there will obviously be other disasters in the fu-
ture. We must learn from our mistakes and change our approaches
and, above all, our consumption methods. In my opinion, the SAD-
Cs and CAEs are well-equipped. In addition, our closeness to the
community makes us key players in the recovery process.

® (1615)

Mrs. Sophie Chatel: As Ms. O'Born said, innovation is critical.
In terms of the economy, the big winners will be the ones prepared
for the digitization of the economy, green technology innovation,
robotics, and so on. Personally, I feel that we're experiencing a bit
of a historic moment, and we need to properly establish ourselves.

How do we bring innovation to our areas? Do we create innova-
tion centres? If so, how do we get our areas to discover what will
make them successful in the economy of tomorrow?

[English]

Ms. Dana O'Born: I think it's really important to consider, first
of all, that there are some thriving centres of tech across the coun-
try. Six months ago nobody would have thought that Alberta would

have been such a tech hub, and there's a lot of tech activity also
happening in your home province as well.

If the idea is to create new structures maybe adjacent to the su-
perclusters program, or I guess even in thinking about what the new
CARPA program will look like, it's going to be really critical to un-
derstand what those investments look like for companies and make
sure that they're serving the local, domestic ecosystem.

I talked a little bit about research and development tax credits in
my deputation. Our budget submission also spends a lot of time
talking about creating what we like to call “marketplace frame-
works”, which include the right standards and regulations to ensure
that the wealth is staying here in Canada and servicing Canadians.
That means that ideas that are generated are not picked off and tak-
en out of Canada—and that's protected through tools like a patent
box or through the Innovation Asset Collective that the government
has already established to protect IP. A lot of that really has to be
done in concert with Canadian technology companies.

It's a great question, but the planning of some of these structures
really needs to be very strategic, especially if we're competing on a
global landscape with countries like China, Israel and the U.S.

[Translation]
Mrs. Sophie Chatel: Maybe there are—
The Chair: Thank you, Ms. Chatel.
[English]
That is your time. I know it goes fast.

We are moving to the Bloc with Mr. Ste-Marie for six minutes.

[Translation]

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

I want to acknowledge all the witnesses and thank them for their
insightful presentations.

Mr. Harvey, I can tell you that SADCs are very well established
in our communities. In my constituency, we have one in Matawinie
and D'Autray-Joliette. They're great teams that make a difference. I
tip my hat to them.

My questions are for Mr. Viau from Equiterre.

Mr. Viau, thank you for your presentation and for the brief that
you submitted last August. As you said, there have been a few addi-
tions since then. First, I'll address the last point in your presenta-
tion, which was about Canada's responsibility for climate change,
just so we're on the same page. Bill C-12 was passed and the gov-
ernment has responsibilities with respect to climate change.

Could you explain that again and repeat what you're asking the
government to do?

Mr. Marc-André Viau: Thank you, Mr. Ste-Marie.

First, 1 want to make a quick comment. Your colleague,
Mr. McLean, referred earlier to the witnesses as rent-seekers. I
want to clarify that only one of my four recommendations today
calls for money. The others concern, for example, the elimination
of fossil fuel subsidies. If you want to work on reducing federal
government spending, I'll gladly work with the government.

Regarding your question, Mr. Ste-Marie, I want to draw your at-
tention to section 23 of Bill C-12, which was passed, or the Canadi-
an Net-Zero Emissions Accountability Act:
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23. The Minister of Finance must, in cooperation with the Minister [of the Envi-
ronment], prepare an annual report respecting key measures that the federal pub-
lic administration has taken to manage its financial risks and opportunities relat-
ed to climate change. The Minister of Finance must make that report available to
the public.

We're asking that this section be implemented as soon as the bud-
get is tabled and that the parameters be defined. This good respon-
sibility was established. However, we don't have all the parameters
on what climate accountability will look like. We need these param-
eters, because we must know how the various government depart-
ments and agencies will ensure that they support the greenhouse
gas reduction targets, which have been set at 40%, 45%.

® (1620)
Mr. Gabriel Ste-Marie: Thank you.

This wasn't in last fall's economic update. You're asking for it in
the next budget. That's very clear.

With respect to mobility, your proposal is zero cost. It's a tax on
higher-polluting vehicles that would be used to encourage the pur-
chase of lower-polluting vehicles. You said that the system of sub-
sidies for the purchase of electric vehicles had run its course. I'd
like to hear your thoughts on this.

Mr. Marc-André Viau: We noticed this in the first implementa-
tion phase of this subsidy program, which was an important pro-
gram to generate buyer interest in electric vehicles. In terms of
switching the entire personal vehicle fleet to electric vehicles, we're
a long way from that. In the first version of the program, the budget
was exhausted in a year and a half, when it was a three-year pro-
gram. Zero-emission vehicle sales currently account for only 5% of
vehicle sales.

If we want to reach the 100% electric vehicle target, the govern-
ment should no longer pay for the incentives for the purchase of ze-
ro-emission vehicles. Instead, the buyers of polluting vehicles
should fund the incentives until parity is reached. The various in-
centives can then be removed. That said, we aren't recommending a
100% electric vehicle target, since our roads can't handle that. You
need only look at the current growth in the vehicle fleet to under-
stand that there will be endless traffic congestion if all new vehicles
are replaced by zero-emission vehicles.

Mr. Gabriel Ste-Marie: Your answer was very clear. Thank
you.

You talked about eliminating fossil fuel subsidies progressively,
but completely. You said that carbon capture and storage did not
seem to be an interesting or promising solution.

In your opinion, public funds should not be invested to support
this type of initiative. Is this correct?

Mr. Marc-André Viau: Previous witnesses talked about innova-
tion. We have nothing against the fact that the industry is pursuing
this type of research for development and innovation, if that is what
it wants to do. However, in our opinion, taxpayers should not have
to pay for these technologies.

We already pay very high environmental costs for the production
of fossil fuels and its uses. We are paying the bill for cleaning up
orphaned wells, for example. We already have a steep bill and

should not ask the public to shoulder a burden that belongs to the
industry.

The effectiveness of these technologies has not been proven. All
over the world, 0.1% of emissions have been captured, and 80% of
projects attempted in the United States have been abandoned. Let's
just say that the rate of success is not really convincing. We must
reduce emissions as of now, and we should try other solutions.

Mr. Gabriel Ste-Marie: Thank you.

Have you studied the issue of hydrogen development? Is it
promising or not?

Mr. Marc-André Viau: We have stated our opinion on this is-
sue, both at the federal level and in Québec.

[English]
The Chair: Give a short answer, Mr. Viau, please.
[Translation]

Mr. Marc-André Viau: We are in favour of green hydrogen and
the deployment of the green hydrogen sector, but only from that
sector. Other sectors will serve only to continue to use fossil fuels.

Mr. Gabriel Ste-Marie: Thank you very much.

I will come back to the issue of agriculture.
The Chair: Thank you, Mr. Ste-Marie.
[English]
We are moving to the NDP and Mr. Blaikie for six minutes.

Mr. Daniel Blaikie (Elmwood—Transcona, NDP): Thank you
very much.

To Mr. Macdonald with the CCPA, I know that in your alterna-
tive budget you're recommending the establishment of a Canada
livable income program and a Canada disability benefit. I just won-
dered if you might be able to speak to some of the ongoing chal-
lenges as Canadians try to find work and get enough hours in pan-
demic-affected industries, and some of the cracks that folks have
fallen through, particularly since the Liberals made access to pan-
demic benefits much harder. Could you speak about how the estab-
lishment of benefits like this would help with that, both now in the
pandemic context but also as we look down the road towards eco-
nomic disruption as a result of climate change.
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® (1625)

Mr. David Macdonald: Certainly when it comes to coverage of
workers in the omicron wave and in future waves, this isn't neces-
sarily the federal government's fault but there is this ongoing prob-
lem of paid sick leave, particularly for low-income workers. This is
not just generally provincial policy. The federal benefit, the CRSB,
has been a failure, frankly, because the take-up rates have been so
low. That wasn't really the best approach. The best approach is to
have this legislated provincially. I think the federal government
could certainly do more to push for these types of sickness benefits
being incorporated within provincial labour law, such that low-in-
come workers have access to them, whether they have COVID-19
or any other illness.

Certainly when it comes to the coverage of self-employed work-
ers, what's interesting is that the best coverage they had was at the
very start of the pandemic, and the coverage has gotten progres-
sively worse over the course of 2020 and 2021. The sequence of
events started with the CERB, which was very easy to access for
both people who were eligible for EI and those who weren't—who
were self-employed but weren't eligible for EI. Those benefits were
capped under the CRB and limited to $300 a week. Those ended at
the end of October and then we saw the creation of the lockdown
benefit, which seemed like it wasn't a real benefit until lockdowns
happened again and then all of a sudden we had to put the websites
together. It seems like the federal government wasn't prepared.

This is a benefit that is and will be accessed by self-employed
people who don't have eligibility under the EI system. There does
appear to be a commitment to include self-employed workers with-
in the EI system by January, essentially by this time next year. |
look forward to those details. I know those consultations are ongo-
ing. That certainly was one of the big lessons of COVID-19, the
lack of coverage for self-employed workers. Many of them are part
of the gig economy, and part of the problem is just straight misclas-
sification, a problem that could be rapidly addressed by the federal
government, which is to say that workers who look like they're self-
employed but who really don't have choice in what they're taking—
I think of an Uber driver—be correctly classified as employees and
that the employer contributes to the EI fund. That would be some-
thing that could be rapidly addressed.

There are certainly employees who are legitimately self-em-
ployed and are not presently covered by EI. Hopefully changes in
the EI system that we'll see over the course of this year will help to
address that.

[Translation]

Mr. Daniel Blaikie: Mr. Viau, we have heard from the Green
Budget Coalition about the necessity of having a very ambitious
program, much more ambitious than previous federal government
programs, to deal with the issue of renovating residential and com-
mercial buildings.

Is this an initiative supported by Equiterre? What kind of budget
should the federal government have in order to implement such a
program and fund these renovations?

Mr. Marc-André Viau: I am not as well placed as my col-
leagues who appeared last Monday on behalf of the Green Budget
Coalition. We support the Green Budget Coalition, but we are not

responsible for the housing sector. That said, we fully support the
requests made, given that we are in the same Coalition.

The importance of energy-efficient retrofits is undeniable. We
know full well that renovated buildings and new ones should be en-
ergy efficient. Related to mobility, perhaps, I would add that we
should make sure electric charging stations are included in build-
ings' parking lots so that electric vehicles are always ready to be
used. This includes not only residential buildings, but those of
Crown corporations. For example, in the eastern part of the island
of Montreal, Canada Post is building a new centre without charging
stations for electric trucks or charging stations for its employees.
This should be looked into, and the state should set an example
here.

® (1630)

Mr. Daniel Blaikie: When it comes to charging stations, are you
talking about help only for Canadians or a broader public network?
Can you give us an idea of what the federal government could do to
support the implementation of a public network?

Mr. Marc-André Viau: I don't have the numbers in front of me
for the current deployment. I know that efforts have been made to
connect all of Canada's communities. Further efforts should contin-
ue, certainly.

Mr. Daniel Blaikie: Thank you.
[English]

The Chair: Thank you.

Members, we are moving to our second round. We have the Con-
servatives, with Mr. Stewart for five minutes.

Mr. Jake Stewart (Miramichi—Grand Lake, CPC): Thank
you, Mr. Chair.

My first question is for the C.D. Howe Institute, either Mark
Zelmer or Jeremy Kronick.

The C.D. Howe Institute published its annual federal, provincial
and territorial report card this past year, a report card that saw my
home province of New Brunswick receive an A-minus grade, along
with Nova Scotia, Saskatchewan, Alberta, British Columbia and
Nunavut. This same report card gave our federal government an F
grade.

Can either Mr. Zelmer or Mr. Kronick explain to me how the fed-
eral government, with the answer key, can still receive a failing
grade?
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Mr. Jeremy Kronick: The C.D. Howe Institute paper was pub-
lished by an individual. Neither Mark nor I wrote that paper. How-
ever, the fiscal accountability papers in general are based on a se-
ries of measures, a variety of measures: transparency, how close
you stick to what you say you're going to do, and things of that na-
ture. Based on that series of rankings, that's how the authors of
those papers do that for the federal government and for the
provinces, and they do it for the municipalities as well.

Again, neither of us wrote that paper.
Mr. Jake Stewart: I respect that.

Is there anything in that report that you found particularly alarm-
ing?

Mr. Jeremy Kronick: I think you always find it alarming when
anyone is ranked at the bottom when some of the issues concern
transparency.

Mr. Jake Stewart: Mr. Zelmer, the provinces tabled a report and
the federal government didn't, which lacks accountability.

Would you say that holding public officials accountable for their
spending, taxing and borrowing is fundamental in our roles as par-
liamentarians?

Mr. Mark Zelmer: I certainly would. In general, given the
amount of money that we, the population, entrust to our elected of-
ficials at whatever level of government, we are entitled to have an
accounting of how it's being spent and an understanding of the rea-
sons they made the choices that they did.

We expect that increasingly of the private sector, and the public
sector should lead the way.

Mr. Jake Stewart: How do you feel the current government is
doing with respect to its spending and the accountability that the
public has in that spending?

Mr. Mark Zelmer: I am not an expert in this area, so I don't
think I can give you a very well-informed opinion. I'll ask Jeremy if
he can, but I certainly cannot.

Mr. Jeremy Kronick: The focus continues to be on that paper,
which neither of us wrote. To answer your question, there was a
budget tabled last year. That would have markedly changed the
rankings, because not having one certainly affected the ones you're
discussing.

You're moving in that direction when you table a budget. That's
what we're here to do today, to discuss some of the measures that
will make it into this coming budget.

Mr. Jake Stewart: What advice can you give the committee
when it comes to the government being more financially transpar-
ent? Do you have any advice for the current government on how
they could improve financial transparency?

Mr. Mark Zelmer: One suggestion I would put on the table is
that as much as possible, they should not only be accountable for
what's going directly through their budget, but also be willing to
explain on a more consolidated basis what's happening with respect
to Crown corporations and other vehicles that exist, if you like, out-
side of the main budget. We have senior public officials who are ac-
countable for those institutions, but talking about how things are
happening on a consolidated basis would be important.

Also being accountable for and talking about some of the contin-
gent liabilities that could exist for the government down the road
and how they propose to manage the risks around that would be
helpful.

® (1635)

Mr. Jeremy Kronick: Mr. Stewart, I could add one quick point
to that, around misses.

If you're missing certain targets you had put in place in the bud-
get, explain why that's happening when you do your updates.
COVID threw a lot of the projections, at least of the budget that
predated it, off course quite considerably. The key is to communi-
cate with the public about where those misses happened and why.

The Chair: That's your time, Mr. Stewart. Thank you very
much.

We're moving to the Liberals and Ms. Dzerowicz for five min-
utes.

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

1 want to thank all the witnesses for their excellent testimony to-
day.

I want to thank Mr. Zelmer and Mr. Kronick. Your last two rec-
ommendations were excellent. It's on our record and I really appre-
ciate those comments. We could always be more transparent and
more accountable, and they were both very helpful.

I have tons of questions and very little time, so let me try to get
to them.

I'm going to start with the Council of Canadian Innovators. Ms.
O'Born, you indicated that you have some recommendations around
immigration and training. Are they in the report you submitted in
your brief to the finance committee?

Ms. Dana O'Born: They are.

Ms. Julie Dzerowicz: Okay. I won't have you repeat it, because
it's too much to go through.

I also appreciated your recommendations on how to improve SR
and ED and the need to ensure that we are developing and protect-
ing IP, as well as making sure that we give money to companies
that are not taking our IP out of the country, but that they remain
here. I heard that loud and clear. I very much appreciate that. I'm
assuming that's also in the report you have submitted to us.



February 3, 2022

FINA-16 13

There are many who feel that we do not have a culture of patent-
ing, or IP protection, in this country. You've made some recommen-
dations on SR and ED. Are there any other recommendations you
would make on creating that culture of IP generation, retention and
education?

Ms. Dana O'Born: Certainly. A few of those are in our report,
so I'm happy to follow up with that as well.

In my deputation, I did make reference to what is called a “patent
box”, which is a way of treating patent taxation in Canada. As you
can imagine, it's basically putting a little bit of a fence around an
idea—that's what a patent does, in its simplest form—and making
sure that people don't steal those ideas and generate them for wealth
in different parts of the world. So the use of a patent box—for more
notes on that, I can certainly follow up with the committee—would
be a great tool.

The government has already taken a few steps. The initiation of
the Innovation Asset Collective under ISED has been a great step in
the right direction, but we also need to think about making use of
and protecting some of the new technologies that have come out of
the pandemic. I think the government provincially, federally and
municipally—I know those are not all your domains—have put a
lot of investment into health technology. How do we make sure that
this stays in Canada and services Canadians?

When we look at some of the research and development at NR-
Can, NRC, IRAP and some of the other investments that are being
made through the strategic innovation fund, and we put those in-
vestments out into the ecosystem to try to generate business and
growth, it's also important to keep tabs on how those ideas are be-
ing commercialized to make sure they're benefiting Canada.

Ms. Julie Dzerowicz: Thank you.

I'm going to shift over to you, Mr. Kronick. You gave a number
of excellent recommendations. On housing, you mentioned that
there are some limited tools at the national level. Then you went on
to say that there are some things we can do, such as incentivize as
we're giving dollars around housing; incentivize the lower levels of
government to actually reduce development fees. I forget what else
you said.

Could you repeat those? When I heard them, I thought, oh, these
are excellent, and I'd like to record them.

Mr. Jeremy Kronick: Yes. What [ said was that the federal gov-
ernment can prod lower levels of government in areas of the ap-
proval process, such as the rules around density and the way they
charge development fees. I can expand on those, if you'd like.

® (1640)

Ms. Julie Dzerowicz: I'd appreciate it if you could send us an
email on that, because then we could incorporate it as part of our
recommendations.

The other thing I wouldn't mind your talking about for the last bit
of time I have is open banking. You indicated that it's a zero-cost
way for us to improve productivity. Would you mind elaborating on
that further, please?

Mr. Jeremy Kronick: I probably should have been more careful
with my wording around “zero-cost”. It's productivity-enhancing at

minimal cost, at least, in the sense that you are letting the private
sector do the work. You have all these fintechs that would benefit
immensely from access to the data that they would get through our
putting open banking into play. I mean, some of this stuff is already
happening, but the advisory committee gave some recommenda-
tions, quite specific recommendations, on what's needed to get open
banking off the ground, and there hasn't been much movement on
that. To the extent that there would be, the idea is that those fintech
players would be able to provide at a lower cost to consumers some
of the banking services and investment services, etc., that they're
getting for much higher costs with the incumbents.

So it's not zero-cost, but certainly it's not the kind of thing where
the government has to run the program and therefore spend billions
and billions of dollars to do it.

Ms. Julie Dzerowicz: Thank you.

The Chair: Thank you, Ms. Dzerowicz.
Now we'll move to the Bloc.

Monsieur Ste-Marie, you have two and a half minutes.

[Translation]

Mr. Gabriel Ste-Marie: Thank you.

Mr. Viau, regarding agriculture, you spoke of soil health and cli-
mate risk management.

In two and a half minutes, could you elaborate on your requests?
Mr. Marc-André Viau: Of course.
[English]

Mr. Terry Beech (Burnaby North—Seymour, Lib.): I have a
point of order, Mr. Chair.

The Chair: I'm sorry. I heard the chair called out, but I didn't
hear—

Mr. Terry Beech: It's just a point of order.

The Chair: Oh, it's a point of order. Go ahead.

Mr. Terry Beech: I don't know if it's the same for everybody
else, but the French and English translation are at the same volume.
I don't know if that's unique to me or if other people are having the

same issue.

The Chair: I'm hearing it okay, but I'll look around the room....

Everybody else is okay.

Mr. Terry Beech: I'm sorry. I'll adjust my set-up, I guess.
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Thank you.
The Chair: Thank you, Mr. Beech.

Continue, please.
[Translation]
Mr. Marc-André Viau: Perfect, thank you.

What we are asking for, among other things, as an equitable or-
ganization, but also as a member of the Green Budget Coalition, are
investments that will allow us to ensure good soil health.

If we want good soil health, it is because soil is a tool to fight
climate change. It can capture carbon, but it is also a tool to in-
crease the resiliency of our agrifood system. The more carbon is in-
tegrated into the soil, the better production becomes and the less
necessary it becomes to use inputs that are not natural, such is ni-
trogen fertilizers.

That means this is very important to us. This is a tool for adapta-
tion and a tool that leads to using best practices to ensure that we
produce better, as well as capture carbon.

Among the financial requests, more specifically, there is 50 mil-
lion dollars to test soil health programs and practices; 6 million dol-
lars to develop a soil health strategy over a period of 3 years; 2 mil-
lion dollars for a network to share information; and 3 million dol-
lars over two years to analyze the cost-effectiveness of soil health
and to assess measures put in place. Added to that are training and
hiring programs for new regenerative practices and soil health advi-
sory services officers.

That covers the whole of the requests we have made for this area.
Mr. Gabriel Ste-Marie: Thank you.

[English]
The Chair: Thank you.

Thank you, Monsieur Ste-Marie. That is your time, including
stoppage time.

We are moving now to the NDP and Mr. Blaikie for two and a
half minutes.

® (1645)
Mr. Daniel Blaikie: Thank you.

Mr. Macdonald, the alternative federal budget by the CCPA talks
about the need to create hundreds of thousands of new, affordable,
non-market housing units, as well as a number of other measures
having to do with housing, including an acquisition fund to help
non-profits to secure assets, whether it's existing buildings or land,
in order to be able to compete in the current market.

I think it's pretty clear from a moral point of view why this is
necessary. I'm hoping that you can speak to some of the economic
benefits and some of the salutary effects that moving forward with
these things might have on the situation in the current housing mar-
ket.

Mr. David Macdonald: Thanks so much for the question.

There are really two sides to this. One has been the increasing
activity of real estate investment trusts in buying up traditional pur-

pose-built housing with the goal of maximizing profits from those
assets, as opposed to maintaining tenants in those apartment build-
ings for long periods of time.

This is a change from the traditional ownership structure that
you'd see in purpose-built housing from smaller, more local enter-
prises that might be focused on steady streams of income versus
larger, profit-oriented publicly listed companies whose goal is to
extract as much profit as possible from tenants.

On the one side, I think it's important to eliminate the tax prefer-
ence for real estate investment trusts, which is one of the reasons
they've gained so much prominence. The other side is to put co-ops
and non-profits on an equal footing for their ability to purchase pur-
pose-built housing and to retain it not for the profit of investors, but
for a livable place for tenants to live—likely lower-income ten-
ants—often in downtown cores.

Mr. Daniel Blaikie: Can you take the time remaining to spell out
a bit more some of the recommendations CCPA has in respect of
housing?

Mr. David Macdonald: Yes. Certainly, in terms of a land and
existing assets acquisition fund, we're recommending a fund
of $340 million a year. This would be partially offset by the re-
moval of the real estate investment trust tax preference, which al-
lows the pass-through of profits that investors can then deduct on
their side, often because they're not in RRSPs. This trade, in
essence, would shift the balance of power, to some degree, back to-
wards non-profits.

I think the other thing to mention, of course, is that there has
been a fair amount of recent attention on the national housing strat-
egy and the fact that it does appear to be funding many at-market
units, in essence. Its definition of “affordable” is extremely gener-
ous, and many projects that were going to go ahead on the private
side are being funded in any event, and some of the structures with-
in the NHS actually make it more difficult for non-profits and co-
ops to gain access to the funds.

The Chair: Thank you.
Thank you, Mr. Blaikie.
We are moving to the Conservatives and Mr. Patzer.

Welcome, Mr. Patzer.

Mr. Jeremy Patzer (Cypress Hills—Grasslands, CPC): Thank
you very much, Chair. It's an honour to join this committee today.

My questions are for Mr. Terrazzano.

In Bill C-8, an act to implement certain provisions of the eco-
nomic and fiscal update, there's a provision for the Income Tax Act
to introduce a new refundable tax credit to return fuel charge pro-
ceeds to farming businesses in backstop jurisdictions.

Have you had a chance to look at that? What are your thoughts
on that system, and is it essential to have in place?
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Mr. Franco Terrazzano: | have not seen that specific proposal,
but we do hear from a many farmers and businesses that the addi-
tional taxes—carbon taxes, fuel taxes—are really a pain. We've put
out an analysis that shows, depending on the province, that between
31% to 42% of the pump price comes through taxes.

One thing we would like to see is some tax relief during the pan-
demic. We've seen a number of other countries around the
world...Spain and France are reducing their electricity taxes. We've
seen South Korea reduce its gas tax by 20%. We've seen other
countries provide their citizens with relief, but unfortunately we've
seen Ottawa stick its constituents with a higher tax bill.

Mr. Jeremy Patzer: If I'm not mistaken, that's supposed to only
increase on April 1, and no, it's not an April Fool's joke.

Do farmers get back more than they pay in carbon taxes in
Canada?

Mr. Franco Terrazzano: You know, I've heard that thrown
around sometimes, but it's really magic math to think that the gov-
ernment is going to hammer us with a tax and then somehow make
people better off. The truth of the matter is that the carbon tax is
causing a ton of pain, and so are booze taxes and payroll taxes
which continue to go up.

The first role of government during a pandemic should be first,
do no harm, but as you mentioned, the carbon tax is set to increase
for the third time during the pandemic. It's supposed to continue to
go up all the way until 2030 where it will be nearly 40¢ per litre.
Also, we have a second carbon tax coming in through fuel regula-
tions. You mentioned a rebate, but as far as I'm aware, there is ab-
solutely no rebate on the second carbon tax, which could add anoth-
er 11¢ per litre to the price of gasoline.

® (1650)
Mr. Jeremy Patzer: Unbelievable.

One of your recommendations for the government is to end the
gun ban and buyback program. Have you had a chance to do a fis-
cal analysis of that? What are you projecting that the buyback pro-
gram is going to cost the taxpayer?

Mr. Franco Terrazzano: The Parliamentary Budget Officer has
done a partial analysis, and it could cost $756 million, but that's just
a partial cost. That's only to reimburse gun owners. We have seen
an analysis done by a professor at Simon Fraser University who
says that the biggest cost hasn't even been factored in, and that's ad-
ministration and staffing, which could add billions of dollars to the
price tag.

Not only is it going to be expensive but we've also heard from
the officers who are charged with protecting us on the front lines.
The largest police union in Canada, the NPF, has said that the gun
grab is not going to address the current and emerging themes or ur-
gent threats to public safety, and even worse, the gun grab and buy-
back program could make Canada less safe, because it would be di-
verting resources from actually cracking down on crime to targeting
law-abiding Canadian citizens.

Mr. Jeremy Patzer: One other recommendation you have that is
of particular interest to me, because I hear about it on a daily basis
from my constituents, is to phase out equalization.

Could you comment on that one further?

Mr. Franco Terrazzano: That's correct. We have a plan to phase
out equalization over 20 years. Next year, some provinces would
still get $19 billion.

One of the key concerns.... I'm from Calgary. That's where I have
lived over the last few years. It's just so unfair. I mean, really, how
many more Albertans need to lose their jobs before Ottawa under-
stands that a $650 bill per person for Albertans is just too much
through equalization? But it's not just Albertans that it's harming;
it's also harming the residents of Newfoundland and Labrador.

This is how absurd the program is. Under equalization, New-
foundland and Labrador is considered to be a “have province”, but
then you still have the federal government doing backdoor bailouts
with that province. We do think that equalization does need to be
phased out over 20 years.

Mr. Jeremy Patzer: Thank you very much.

Chair, I only have about 15 seconds left, so I'll cede my time.

The Chair: Thank you.

We're now moving to the Liberals and Mr. MacDonald for five
minutes.

Mr. Heath MacDonald (Malpeque, Lib.): Thank you, Chair.

Interestingly enough, when we're talking about Alberta, 98% of
the federal COVID funding went to Albertans, so I think there are a
lot of businesses and individuals in Alberta who are certainly ap-
preciative of and thankful for what has taken place in the last two
years related to COVID-19.

My question is for the Council of Canadian Innovators. I just
want to ask Ms. O'Born about venture capital. It has become a very
dominant force in the financing of innovative companies, especially
in the U.S.A., and I'm wondering if she could elaborate a little bit
on why there is such low venture capital investment in Canada?

Ms. Dana O'Born: Thank you so much for the question. Just to
set the table, we are kind of arm's length from the venture capital
community, although we do have a lot of interplay with them, and
obviously they're helping start-ups grow and fuelling a lot of the
talent issues and other pieces that I mentioned earlier. Look, I think
everybody wants to get involved in the tech game, right? The tran-
sition we have seen happen in the last two years, during the pan-
demic, even just with us sitting here on a Zoom call is, I think,
something we never envisioned happening for a parliamentary
committee, and that means there are all these new ideas and new in-
novations being brought to the table, and people are interested in
playing a part in those.
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I think from the government perspective, there have been some
interesting attempts to get involved in some of that venture capital
activity, with VCCI and VCCI Stream 2. BDC has also been quite
active in the tech space, but I think what you're going to see is a lot
of the venture capital investment coming up from the U.S. still be-
ing a major factor at play in Canada's tech ecosystem. However, I
would be remiss if I did not mention that our vice-chair is also lead-
ing one of the largest VC funds in Canada, and so he might argue
otherwise.

The trend is starting to shift, which means that there is more cap-
ital available to companies that are getting a leg up in Canada. |
think it's just something to monitor. It's very interesting, so thank
you for the question.

® (1655)

Mr. Heath MacDonald: Thank you. You always hear about
small start-ups. I worked closely with the DMZ out of Toronto and
it was always very interesting to hear about, but sometimes when
the companies get to a certain level, then they're gone and you
know why they're gone. They're in New York City with a venture
capital fund, and it's tough to see for small Canadian companies
that grow and expand, but maybe they'll be like Shopify and come
back.

CCI also responded to the fall economic statement, and while ex-
pressing understanding for the government's focus on the pandem-
ic, you also mentioned steps to improve Canada's footing in the
digital economy, specifically open banking and modernizing priva-
cy regulations, etc.

Can you expand on what that would look like for the average
Canadian small company or small business?

Ms. Dana O'Born: Yes, that's a very interesting question actual-
ly.

So on the fintech side, a fintech report was issued. Actually it
was mentioned earlier today. I think what we're seeing is some fin-
tech companies that are really growing quickly in Canada and
wanting to offer different packages, products and portfolios to cus-
tomers. We all use banks, I hope, and we're all transferring money
and doing everything on our smart phones. So how can we modern-
ize and effectively and efficiently allow some of these new start-
ups and this new innovation into the banking sector, which has
been pretty closed off for the last several decades?

To your question about privacy, there was a privacy bill intro-
duced under former minister Navdeep Bains, and I think it came as
a little bit of a surprise to the ecosystem in the sense that it was just
not anticipated. There hadn't been any consultation. I know the
government has taken that back and done some more thinking on it,
but again, we're sitting here on Zoom, and there are privacy proto-
cols we all had to endure as we set up for this conversation today,
and we need to be thinking about that more broadly for Canadians.
We all have the privilege of being on this call this evening, but
there are a lot of Canadians who aren't aware of the privacy issues
or what's at stake being online all the time.

For us it's really important that the government get this right for
citizens but also for companies. Having several layers of regulation

and compliance with Europe and the U.S., it's just going to be very
difficult for companies to excel in Canada.

Mr. Heath MacDonald: How much time do I have, Chair, or am
I done?

The Chair: You have about 15 seconds.

Mr. Heath MacDonald: Just quickly, our level of employment
is almost back to what it was prepandemic. I just want to know how
the IT sector was affected or whether it was affected at all relative
to COVID-19.

Ms. Dana O'Born: It was affected badly in the beginning. The
government responded, but we've seen all kinds of employment
growth. I think in Alberta right now, for instance, there's a zero un-
employment rate in the tech sector. It's the same in Ontario and
Quebec. The space is booming.

The Chair: Thank you, Mr. MacDonald.

We are moving to the third round, members. We have the Con-
servatives up first with Mr. Chambers for five minutes.

Mr. Adam Chambers (Simcoe North, CPC): Thank you very
much, Mr. Chair.

Thank you, witnesses, for being here. It's nice to see so many
people. Of course, with so many of you, we don't have time to get
to everybody.

I'd like to spend a few minutes with the C.D. Howe and Mr. Kro-
nick. You talked about inflation. We've seen inflation continue to
increase. The Bank of Canada holds interest rates. Some expect that
inflation will continue to persist into the year, and the Bank of
Canada says that they have absorbed all the slack in the system.
What challenges and upward pressures are there on inflation with a
government that's still going to spend money coming up in the next
budget?

Mr. Jeremy Kronick: That is the problem. When slack's been
fully absorbed in an economy, if you're adding additional pressures
on it, you are going to get upward pressures on inflation. The Gov-
ernor of the Bank of Canada was clear that, despite not increasing
interest rates last week, interest rate hikes are coming. The more
pressure you put on inflation, obviously, the more you're going to
have to hike rates to get inflation back to target.

As my colleague Mark Zelmer mentioned, Canada's debt load is
not just in government. There's a lot of focus here in this panel on
government debt, but private debt—household and business debt—
are also incredibly high in Canada and any upward pressures on in-
terest rates that feed through from the bank increasing the overnight
rate are going to put strain on Canadian households and Canadian
businesses.

® (1700)

Mr. Adam Chambers: Thank you. You might even say we're
very addicted to debt in this country in the private and public sec-
tors and households.
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Ms. Dzerowicz, my colleague, quite rightly pointed to competi-
tion. It's nice to see others thinking the same way within the bank-
ing sector, but the truth is that increased competition across more
than the banking sector, such as telcos and other federally regulated
industries, including airlines and financial services, can help keep
inflation low.

Would you agree with that?

Mr. Jeremy Kronick: Yes. There are two parts to it: increased
competition and increased productivity. In both senses, what you're
trying to do, in the case of competition, is to force the incumbents
to offer lower prices, but in the case of productivity, you're improv-
ing your ability to produce things more efficiently, and therefore
you can charge lower prices. Obviously, in a world where we do
have this much debt, anything that keeps inflation in check and
lowers prices prevents us from having to increase interest rates.

Mr. Adam Chambers: Thank you. It also has the benefit of be-
ing a very low-cost measure the government can implement.

I'd like to turn to your colleague Mr. Zelmer.

Mr. Zelmer, you've written a little bit about MMT. You spoke
about it at the beginning. I posed this question to other economists
on the panel: What would have happened to interest rates had the
Bank of Canada not purchased government debt?

Mr. Mark Zelmer: I think, given that at the time the credit and
financial markets generally were seizing up, at the beginning of the
pandemic, getting out there and expanding the balance sheet, along
with a lot of other central banks around the world, helped keep fi-
nancial markets functioning. In the acute phase, if you like, of the
pandemic, when there was a great deal of uncertainty, that was a
fairly reasonable and rational response that worked in the financial
crisis back in 2008-09 and certainly helped to unlock the financial
markets when the pandemic first set in.

The question going forward is really one of.... We're through the
worst of it. There is more certainty as to how the world is unfold-
ing, so the question is how you taper down and return the balance
sheet to a more normal level. I think that going forward as they're
dealing with the inflation pressures, yes, there will be interest rate
hikes to come, as the governor has highlighted, but the other key of
the equation is at what pace they will return some of those securi-
ties back into the marketplace and how they can do that in a way
that doesn't unduly disrupt the marketplace.

Mr. Adam Chambers: Thank you.

Perhaps we can get to this in a future round, but I'll mention with
my last 10 seconds that the first thing every economic student
learns is there's no free lunch. In regard to some of this MMT activ-
ity, I think we will be paying for it, and we're seeing it in higher
inflation.

The Chair: Thank you, Mr. Chambers.

We are moving to the Liberals and Mr. Baker for five minutes.
Mr. Yvan Baker (Etobicoke Centre, Lib.): Thanks very much,
Chair, and thanks to all the witnesses for being here today.

Ms. O'Born, it's great to see you again. I might not be able to di-
rect my questions to you. If I have time remaining, I will.

I want to begin with Mr. Macdonald.

I was very interested in your opening testimony during which
you spoke about the importance of national standards for long-term
care. Can you explain why, in your view, national standards for
long-term care are important?

Mr. David Macdonald: Quite a variety of care standards exist at
the provincial level. What's needed is to start setting some national
standards, not only national standards without money but national
standards with money from the federal government so that it's quite
clear what the federal government expects the provinces to obtain
in terms of hours of care per recipient or per client. This is the thing
that we need to go into more detail on.

Certainly there's a staffing problem, which is that PSWs, particu-
larly within long-term care, are poorly paid—or enough of them.
Something like the essential worker wage top-up that happened in
the depths of the pandemic sets potentially a precedent to continue
to increase wages, particularly at the low end. However, this isn't
purely about staffing. We also need to provide some sorts of stan-
dards that all the provinces attain, such that it doesn't matter
whether you're in Ontario or Prince Edward Island, you get the
same level of care; or whether you move from Ontario to Prince
Edward Island, you would still receive the same level of care be-
cause such benefits would be transportable between provinces.

® (1705)

Mr. Yvan Baker: To the point you're talking about, moving be-
tween provinces, but even within each individual province, presum-
ably by setting that standard we would be disciplining ourselves to
ensuring that seniors receive the quality of care that we believe they
deserve.

Am I right about that?

Mr. David Macdonald: Yes, that's quite right.

This will certainly involve staffing. It might also involve capital.
This might have to do with large build-outs of long-term care such
that we don't have four people in a room, we have one or two peo-
ple in a room. Even if you don't have the means to pay for a private
room, because you have lived in Canada and contributed to this
country, we believe you deserve a certain level of dignity if you're
in a long-term care home.

Mr. Yvan Baker: I don't want to put words in your mouth, so
please clarify if I'm not getting this right, but one of the things I
heard in your opening testimony is that you recommended that the
federal government provide funding to help realize the delivery
against those national standards for long-term care. However, you
suggested that funding be tied to results or outcomes.

Am I right about that? If so, why is that important?
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Mr. David Macdonald: It's more that the funding be tied to the
national standards so that we're evaluating on a regular basis
whether the standards are being obtained and whether the funding
is commensurate with that.

Obviously this would be in negotiation with the provinces. You'd
expect the provinces to also bring money to the table, but the feder-
al government is in a position here, and I think it has shown it,
where the massive fiscal strength of the federal government can do
great things in a time of crisis.

This is one of the lessons learned from COVID-19. Hopefully
the federal government will take that up in the next budget and pro-
ceeding budgets really to ensure that this system is not overrun in
future waves of this pandemic or in other emergencies.

Mr. Yvan Baker: When you talk about tying the federal funding
to national standards, what does that look like? What does that
mean? Why not just provide funding to the provinces for them to
allocate?

Mr. David Macdonald: It's important that the federal govern-
ment in essence know what it's buying. The federal government is
coming to the table with a certain amount of money and it's buying
something. It's working with the provinces on something that's
measurable. There's a new investment being made, but there's
something that comes from that investment.

Unfortunately, as everybody knows who works with budgets,
money is fungible, and money can come in one way and then leave
a different way, unless there are some sorts of standards that you're
attempting to attain through new investments in particular areas.

Like other areas of health care, in long-term care, it's often far
too easy to put money in and then have money taken out someplace
else such that you don't actually see an improvement for the people
for whom you want to see that improvement, which is people living
in long-term care.

Mr. Yvan Baker: Yes.

What I hear you advocating is for federal funding to support
those national standards for long-term care for the reason that we
want to make sure that this funding, as much as possible, actually
goes towards delivering against those standards that we believe
need to be set to get seniors the quality of care they deserve.

Mr. David Macdonald: That's right.

Mr. Yvan Baker: Okay. I know my time is limited, so thank you
very much, Mr. Macdonald.

The Chair: Thank you.

We are moving to the Bloc and Monsieur Ste-Marie for two and
a half minutes.

[Translation]

Mr. Gabriel Ste-Marie: I'd like to remind the committee that the
problem with the health care system is that it has been underfunded
by the federal government for decades now. I can guarantee that the
governments of Québec and the provinces do not need standards for
nursing homes and the whole of care and services; they need Ot-
tawa's cooperation.

When Ottawa creates standards for social housing, fighting
homelessness or infrastructure, we note that we have to wait years
before the funding granted for them actually gets out the door. This
leads to inefficiency and duplication and, in its wake, squabbles
over flags. The Bloc Québécois will keep fighting to increase
health transfers from the federal government. We are against estab-
lishing standards, because we know that the government of Quebec
and the National Assembly are able to ensure that the money will
make it to the right places.

That said, Mr. Viau, in the document you presented to the com-
mittee, there is mention of the circular economy. Could you re-ex-
plain what that is and why a strategy is needed for it?

Mr. Marc-André Viau: Certainly.

The basic principle of the circular economy is to transform what
is already there. So, we're talking about—
® (1710)
[English]

Mr. Greg McLean: | have a point of order, Mr. Chair.

The Chair: Yes.

Mr. Greg McLean: Are you going through the order correctly
here?

The Chair: I had Mr. Chambers, Mr. Baker, Mr. Ste-Marie, and
then I believe Mr. Blaikie will be up next.

Mr. Greg McLean: Okay I thought—
The Chair: That's the order I have.

Mr. Greg McLean: Perhaps I missed something here. We got
the doubles going earlier, but I thought we had—

The Chair: I'll look to the clerk, but I believe the order has been
correct.

The Clerk of the Committee (Mr. Alexandre Roger): It is cor-
rect.

Mr. Greg McLean: My apologies.
The Chair: Okay. I did stop the time.

Monsieur Ste-Marie, please continue.

[Translation]
Mr. Gabriel Ste-Marie: Go ahead, Mr. Viau.

Mr. Marc-André Viau: The goal is to use the least possible
amount of new resources and use what is already there, to put it
back into the economy and develop resources more sustainably.
This economy has a great deal of potential for development. We
can look at what is being done by the Netherlands, for example. I
invite members of the committee and the minister of Finance to
take an interest in what is being done in the Netherlands, where
they are trying to establish a completely circular economy by 2050.
The country is a true forerunner in this area.

We must have circularity indicators for different economic and
industrial sectors. We also need to establish circularity targets to en-
sure that progress is being made in this area. We also want to see
circularity in procurement, as well as in the rules for procurement,
proximity criteria, environmental criteria. The environmental crite-
ria could impact circularity.
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Businesses also need help developing ideas for this economy,
whether it's the repair economy or something else. A circularity ac-
celerator is also requested, as well as a labour and employment
strategy.

The Chair: Thank you.
[English]
The Chair: That is the time.

We are moving to the NDP and Mr. Blaikie for two and a half
minutes.

Mr. Daniel Blaikie: Thank you very much.

Mr. Macdonald, one of the glaring inequities in the government's
response to the pandemic has been the vigour with which they pur-
sued Canadians below the poverty line to repay CERB benefits, and
the complete lack of any attempt to recover money from large, pub-
licly traded companies that benefited from the wage subsidy while
increasing dividend payments to shareholders.

I'm just wondering if you can speak to how much the govern-
ment could reasonably expect to get back from Canadians who are
living below the poverty line versus the amount they might reason-
ably expect to get back from some of those large companies that are
making big profits.

Mr. David Macdonald: Certainly when it comes to CERB re-
payment, it was an unfortunate feature that at the start of the pan-
demic, Canadians were encouraged to apply for the CERB and re-
ceive that benefit if they needed it, and many of them have been
pursued as a result of this, which is unfortunate. Part of this is that
there was question as to whether they met the income threshold,
which is to say whether they made $5,000 in the preceding 12
months or preceding year. If you're not making $5,000 in the pre-
ceding 12 months or one year, you have pretty low income. So if
you're making $3,000 instead of $5,000 or there was some form of
wage theft that happened that you were paid that amount but it
wasn't correctly recorded on a T4 because you were working in sort
of insecure employment....

To my mind, it's unfortunate that CERB recipients have really
borne the brunt of trying to, after the fact, go back and change the
rules in essence of this program. It seems to me that is the way this
has unfolded. It didn't have to be that way, but that's the way it un-
folded, and that's unfortunate.

On the other side, when it comes to the CEWS program, for in-
stance—and this is very predictable—in the recent report that I did
that looked at the most highly paid CEOs in the country, a third of
them headed companies that received the wage subsidy. Here you
have some of the best-paid people in the country receiving massive
bonuses at the same time they're receiving federal support. Many of
these companies were paying out dividends to shareholders or
declaring profitability over this period. That is an unfortunate fea-
ture of that program, too. It was pretty predictable; we could have
put constraints in place at the outset. None of this is illegal per se,
but it's just the program wasn't designed in such a way that you
could catch this early on.

Other countries did. Other countries restricted their wage subsidy
programs to medium and small companies or to companies that

weren't paying out dividends to shareholders and weren't paying ex-
traordinary bonuses to CEOs. We didn't do that. I'm not sure how
much of that money could be recovered after the fact. Clearly
there's an attempt to recover it from CERB recipients, but there's
really no attempt to recover it from large businesses.

® (1715)
The Chair: Thank you, Mr. Macdonald.

Thank you, Mr. Blaikie.

Now it is your turn, Mr. McLean, and you are up for five min-
utes.

Mr. Greg McLean: Thank you, Mr. Chair.

I want to apologize to the witnesses here. You heard a statement
earlier by my honourable colleague from Malpeque, who said that
98% of benefits during COVID went to the province of Alberta, if
we heard that correctly. I want to assure you there is some numera-
cy involved in the House of Commons finance committee. We got
it checked and we want to make sure that's part of the record. I'm
certain he will appreciate the correction that we're putting on the
record here.

[Translation]
I will now turn to Mr. Viau.

Mr. Viau, I am sorry, I will have to ask my questions in English,
because I have to be exact.

[English]

You talked a lot about CCUS, carbon capture utilization and stor-
age, and yet every world body says that carbon capture utilization
and storage will be essential to meeting our actual decarbonization
goals going out to 2050. If every other body in the world is saying
this is essential and you're saying we shouldn't participate in it, who
do you suppose is wrong?

[Translation]

Mr. Marc-André Viau: Thank you for your question and your
introduction in French.

I am not saying that the industry cannot develop this technology;
rather, the government of Canada should not be subsidizing these
measures. As I said, the technology will not lead to achieving tar-
gets. We're spending a great deal of energy and financial resources
on developing this technology to limit fossil fuel extraction emis-
sions, but we're not talking about negative emission technologies.

If we want to reduce emissions, this is not the way we are going
to get there; it will be by reducing the sector's emissions. It is not
by encouraging production while telling ourselves that we will get
there, that we might reduce emissions, when in the end it does not
work.

[English]

Mr. Greg McLean: I appreciate what you are saying, and it is
expensive. It has been expensive to this point in time and, as the
technology has advanced, it is coming down in price. We have
made a significant investment in this technology sector in Canada
through public money, both provincial and federal.
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We were once the world leader in this technology for good rea-
sons. We've lost that lead now to the U.S. The U.S. is the leader.
They're going to continue to advance this technology. The latest
technology has it bringing it down to potentially $50 per tonne to
store carbon underground. That is world changing.

As we say, as we develop these technologies, they become more
efficient. As we're losing this to the United States because of bad
government policy that hasn't kept up, we're going to lose this tech-
nology, we're going to lose this industry and we're going to lose this
environmental benefit.

Everything I've heard you talk about, like green hydrogen, is
much further down the development curve. Can you tell me how
long you think it will take for green hydrogen to start delivering
some environmental benefits? Is it one decade or two decades? No
matter what, I'm going to propose to you that it's significantly
longer than getting environmental benefits from carbon capture uti-
lization and storage.

[Translation]

Mr. Marc-André Viau: I am also not saying that green hydro-
gen is a panacea. It is actually the opposite. We think that green hy-
drogen is the only type of hydrogen that should be developed. That
does not mean, however, that it will change the world. We cannot
count on this solution to reduce emissions in a significant way;
rather, it can reduce them in a targeted way in some industrial sec-
tors that are harder to decarbonize. This includes the heavy trucking
sector, for example, or industrial sectors that are the most difficult
to decarbonize. Those are the sectors we are targeting. These are
therefore very specific uses of green hydrogen that, of course, will
not happen tomorrow.

When it comes to carbon capture, no environmental advantage
has yet been demonstrated for it. I am all for giving the benefit of
the doubt, but I find it curious that we are the ones insisting that
taxpayer money not be used to invest in it, when there are no suc-
cesses that...
® (1720)

[English]
Mr. Greg McLean: That's okay. There's one second there.
The Chair: Thank you, Mr. McLean. That is your time.

.We're moving to the Liberals now with Madame Chatel for five
minutes.
[Translation]

Mrs. Sophie Chatel: Thank you, Mr. Chair.
[English]

I have a question for Mr. Harvey, but before I turn to him, I want
to correct something.

I'm sure Madame O'Born didn't say that we will need to intro-
duce a patent box in our tax system. As a reminder to everyone, it's
an OECD and Canadian commitment not to have a patent box in
the country's tax system. Globally, it's a minimum standard to pre-
vent base erosion and profit shifting.

I wanted to highlight this.

Ms. Dana O'Born: May I respond very quickly?
Mrs. Sophie Chatel: No. If [ have time, [ will go back to you.
Ms. Dana O'Born: Okay.

Mrs. Sophie Chatel: I just want to flag that it's Canada's mini-
mum standard.

[Translation)

Mr. Harvey, you spoke earlier of the impact on the regional net-
work. This is an important subject, because we are on the cusp of a
new economy. We also spoke with Ms. O'Born about innovation is-
sues.

I know that currently, the CFDC Network, or Community Fu-
tures Development Corporations, can fund projects that are, all told,
small projects. When we talk about innovation, we're talking about
strategic investments into major projects, 20 million or 30 million
dollars.

Between these two extremes, is there a middle ground that would
help us to ensure our regions can innovate outside of just very small
or very big projects? Would that be possible?

Mr. Pascal Harvey: | thank you for your question.

There is, in fact, a great deal of room. We are doing what our
means allow us to do with the businesses we fund, which are busi-
nesses with 20 employees or less and sales of 2 million dollars and
under. We want to introduce them to a culture of innovation. As
you may suspect, Ms. Chatel, by introducing them to a culture of
innovation, we are far from funding projects that would lead them
to making this culture a reality.

A few years ago, the network created an innovation committee
and an innovation group. We were trying to find out how we, with-
in our own organizations, could establish a culture of innovation in
order to better help other businesses. However, we quickly saw that
impostor syndrome could come to the forefront. Ideally, there
would have been money to access the ecosystem, consultants, inno-
vation specialists in Quebec as well as educational institutions. This
would have allowed us to better support businesses.

All that we could do was bring the message about innovation to
their door, but it stopped there, because we did not have the means
to do anything else. As you said, big businesses can access funding
that allows them to lead innovation projects, whereas the small
businesses or medium businesses have a harder time doing so.

If the federal government, through its agencies, were to grant us
a certain amount to fund our clientele's innovation projects, that
would be a significant asset for our network and our members.

® (1725)

Mrs. Sophie Chatel: You mentioned an innovation committee.
In each large region, there are innovation super-committees—I
think there are five. These are partnerships with businesses and uni-
versities, for instance. We are currently in an economic shift.
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Could we do the same in the regions, perhaps on a smaller scale?
Mr. Pascal Harvey: Absolutely.

The model you are referring to is drawn mainly from the innova-
tion superclusters model. The only problem is that gateways need
to be built between the clusters. Indeed, these clusters often work in
isolation. The goal is to promote the emergence of smaller clusters
in smaller regions, that is to say in rural and semi-urban areas.

However, creating gateways would be important so that the clus-
ters could communicate back and forth. Often, innovation clusters
are attached to specific economic sectors. It would worthwhile to
break the clusters open so that more businesses could benefit from
their expertise, as is the case in the circular economy.

[English]
The Chair: That's your time, Madame Chatel.

I'm looking at the time, members, and there are so many ques-
tions. I know we have many, but we're getting close to the end.

We just have enough time to allow each party one quick question
and answer.

We'll start with Mr. Chambers from the Conservatives.
Mr. Adam Chambers: Thank you, Mr. Chair.

This is for the Canadian Taxpayers Federation.

You mentioned a spending review at government. It's been 10
years since the federal government has done any widespread review
of its spending. That's a really long time for a government to have
the increased spending to the degree it has and not actually having
focused on where they're getting value for money.

Do you want to comment any more on that?

Mr. Franco Terrazzano: I think it's very important.

We have to remember that even before the pandemic, in 2018
and 2019, the federal government was spending at all-time highs—
and that's accounting for inflation and population growth. We're
seeing a ton of wasteful spending. We saw the federal government
blow $8,800 on a sex toy show in Germany and hundreds of mil-
lions of dollars for the Ford motor company.

I think those examples make it very clear that we need our feder-
al politicians on the Hill to start taking the spending problem seri-
ously.

The Chair: Thank you, Mr. Chambers.

We'll now move to the Liberals with Ms. Dzerowicz for a quick
question and answer.

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

My last question is for Mr. Kronick and Mr. Zelmer.
What is your top recommendation for budget 2022?

We'll start with you, Mr. Kronick and then go to you, Mr. Zelmer.

Mr. Jeremy Kronick: My top recommendation for budget 2022
is around the bank tax. I think the bank tax should be avoided at
this moment in time; I don't think it will be helpful for growth. At
this point, we're looking for as much productive growth as we can.

Ms. Julie Dzerowicz: Mr. Zelmer.

Mr. Mark Zelmer: Thank you.

My top recommendation would be to make sure that Canada's
public debt-to-GDP ratio for all levels of government stays towards
that of the better part of the pack of G7 countries so we have the
room to cope with the fact that the private sector has record levels
of indebtedness globally and over time.

The Chair: Thank you, Ms. Dzerowicz.

[Translation]

Mr. Ste-Marie, of the Bloc Québécois, now has the floor.

Mr. Gabriel Ste-Marie: Thank you.

Mr. Viau, should Parliament pass green finance legislation that
would promote private investment in transition programs instead of
projects that pollute more?

Mr. Marc-André Viau: It is hard to say no to this proposal.

Of course, we did note some of these proposals during the last
election campaign. We were highly motivated to work with parlia-
mentarians on the issue of green finance.

As we said earlier, when we raised the issue of the minister of
Finance's responsibility in terms of transparency and accountability,
there is transparency and accountability, but there are also commit-
ments in terms of investments. These commitments must align with
our greenhouse gas emission reduction targets. We will get there
only if investments follow that same path.

® (1730)
Mr. Gabriel Ste-Marie: Thank you.
[English]

The Chair: We'll move to Mr. Blaikie. You're up for a quick
question and answer.

Mr. Daniel Blaikie: Thank you.

Mr. Macdonald, we've heard a lot of concern today about
Canada's public finances and recommendations to control spending,
but we haven't heard a lot of talk on the revenue side. We're in a
position now where 1% of Canada's population controls 25% of the
wealth, which hasn't been the case for a very long time. I'm won-
dering if you can speak to the revenue side of the equation when we
talk about balancing the government's books.
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Mr. David Macdonald: Yes, of course there's always a focus on
attempting to cut back government spending. Often that will kick
the problem to some other part of the Canadian economy, whether
the provinces or households, which then have to deal with that debt
because health care costs are rising or something like that. Certain-
ly, the other side that I think is underappreciated, as you point out,
is the expenditure side. A wealth tax could raise $10 to $20 billion
a year; increased taxation of the corporate sector, for instance,
could raise $7 to $8 billion a year. The corporate income tax
promise was that big increases in capital investment would result,
which never appeared, unfortunately. So I think it's time to turn
back—the way the Americans and those in the U.K. are—towards
higher corporate taxes, as well as closing corporate tax loopholes,

particularly for large corporations. These are ways we can also re-
duce the deficit without harming people who rely on government
services like health care, child care and so on.

The Chair: That is our time.
Thank you, Mr. Blaikie.

To the witnesses, on behalf of the members, the clerk, the staff,
the interpreters and everybody who makes the magic happen here,
we want to thank you so much for your testimony and answers to
the many questions as you inform our pre-budget consultation and
report.

The Chair: Members, we'll adjourn this meeting at this time.
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