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SUMMARY	
  
	
  

• In	
  the	
  years	
  leading	
  up	
  to	
  the	
  recession	
  in	
  2008	
  Canada	
  enjoyed	
  an	
  unprecedented	
  run	
  of	
  
budget	
  surpluses	
  leading	
  to	
  significant	
  new	
  investments	
  in	
  social	
  and	
  infrastructure	
  
programming.	
  

• These	
  investments	
  continued,	
  to	
  a	
  limited	
  extent,	
  through	
  2009	
  and	
  into	
  2010	
  as	
  a	
  result	
  of	
  
the	
  federal	
  government’s	
  Economic	
  Action	
  Plan.	
  

• Once	
  the	
  Economic	
  Action	
  Plan	
  has	
  run	
  its	
  course,	
  however,	
  the	
  federal	
  government	
  will	
  be	
  
faced	
  with	
  a	
  significant	
  deficit,	
  which	
  some	
  argue	
  is	
  structural.	
  

• In	
  response	
  to	
  this	
  anticipated	
  deficit	
  the	
  federal	
  government	
  has	
  promised	
  not	
  to	
  raise	
  
taxes	
  or	
  cut	
  transfers	
  to	
  individual	
  or	
  to	
  the	
  provinces.	
  

• This	
  means,	
  in	
  effect,	
  that	
  the	
  government	
  will	
  be	
  looking	
  to	
  eliminate	
  ~$19B	
  in	
  deficit	
  
through	
  spending	
  restraint	
  and	
  cuts	
  to	
  its	
  core	
  programming	
  budget	
  of	
  ~$100B	
  a	
  year.	
  

• So	
  what	
  does	
  it	
  mean	
  for	
  the	
  Sport	
  Sector	
  as	
  Canadian	
  government’s	
  move	
  from	
  a	
  period	
  of	
  
comparative	
  prosperity	
  to	
  one	
  of	
  fiscal	
  scarcity?	
  	
  

	
  
• As	
  a	
  sector,	
  do	
  we:	
  
	
  

- Understand	
  the	
  implications	
  of	
  this	
  shift	
  to	
  scarcity	
  and	
  fiscal	
  restraint?	
  
	
  

- Have	
  proactive	
  approaches	
  that	
  provide	
  us	
  with	
  a	
  clear	
  path	
  forward?	
  
	
  
• What	
  are	
  the	
  most	
  effective	
  things	
  that	
  we	
  can	
  do	
  as	
  a	
  sector	
  in	
  this	
  time	
  of	
  fiscal	
  

restraint?	
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BACKGROUND	
  

Over	
  the	
  past	
  decade	
  Canada	
  has	
  enjoyed	
  a	
  very	
  favorable	
  fiscal	
  position.	
  	
  Emerging	
  out	
  of	
  several	
  years	
  
of	
  severe	
  fiscal	
  restraint	
  in	
  the	
  mid-­‐nineties,	
  Canada	
  enjoyed	
  nearly	
  a	
  decade	
  of	
  economic	
  expansion,	
  
budget	
  surpluses	
  and	
  increased	
  program	
  spending.	
  	
  This	
  spending	
  will	
  continue	
  through	
  2010	
  as	
  the	
  
government	
  injects	
  billions	
  of	
  dollars	
  into	
  the	
  economy	
  through	
  the	
  Economic	
  Action	
  Plan	
  to	
  inoculate	
  it	
  
against	
  the	
  impact	
  of	
  the	
  global	
  recession	
  that	
  started	
  in	
  late	
  2008.	
  	
  	
  Once	
  the	
  Economic	
  Action	
  Plan	
  has	
  
run	
  its	
  course,	
  however,	
  we	
  can	
  anticipate	
  changes	
  in	
  government	
  spending	
  based	
  on	
  signals	
  from	
  the	
  
federal	
  government	
  about	
  their	
  intent	
  to	
  address	
  a	
  significant	
  deficit	
  through	
  spending	
  restraint	
  and	
  
cuts.	
  

In	
  2009,	
  the	
  Federal	
  government	
  released	
  quarterly	
  reports	
  on	
  its	
  Economic	
  Action	
  Plan.	
  	
  The	
  purpose	
  of	
  
these	
  updates	
  was	
  to	
  report	
  on	
  the	
  progress	
  of	
  the	
  federal	
  economic	
  stimulus	
  plan,	
  on	
  the	
  state	
  of	
  
Canada’s	
  economy	
  and	
  to	
  highlight	
  some	
  of	
  the	
  opportunities	
  and	
  challenges	
  that	
  we	
  currently	
  face.	
  	
  	
  

In	
  terms	
  of	
  opportunities,	
  Canada	
  has	
  a	
  comparatively	
  low	
  debt	
  level	
  and	
  ratio	
  of	
  deficit	
  to	
  GDP	
  in	
  
comparison	
  with	
  other	
  G8	
  countries.	
  	
  We	
  are	
  well	
  positioned,	
  over	
  the	
  longer	
  term,	
  to	
  emerge	
  with	
  a	
  
comparatively	
  strong	
  economy.	
  	
  At	
  the	
  same	
  time,	
  Canada	
  faces	
  some	
  significant	
  fiscal	
  challenges	
  over	
  
the	
  next	
  five	
  to	
  ten	
  years.	
  	
  These	
  challenges	
  will	
  likely	
  have	
  an	
  impact	
  both	
  on	
  the	
  sport	
  sector	
  in	
  Canada	
  
and	
  on	
  the	
  social	
  sector	
  more	
  broadly.	
  	
  	
  

This	
  note	
  provides	
  an	
  analysis	
  of	
  the	
  likely	
  impact	
  of	
  the	
  challenges	
  outlined	
  in	
  the	
  fiscal	
  updates;	
  it	
  also	
  
looks	
  at	
  the	
  important	
  policy	
  statements	
  relating	
  to	
  these	
  challenges	
  and	
  provides	
  some	
  discussion	
  of	
  
the	
  possible	
  implications	
  of	
  these	
  policy	
  statements	
  for	
  the	
  sport	
  sector.	
  

ANALYSIS	
  

There	
  are	
  a	
  number	
  of	
  significant	
  data	
  points	
  in	
  the	
  September	
  and	
  December	
  fiscal	
  updates	
  that	
  are	
  
worth	
  highlighting.	
  	
  The	
  first	
  and	
  probably	
  most	
  important	
  data	
  point	
  is	
  that	
  Canada	
  will	
  run	
  a	
  deficit	
  
until	
  at	
  least	
  the	
  2014-­‐2015	
  budgets.	
  	
  Looking	
  more	
  closely	
  at	
  these	
  predictions,	
  suggests	
  that	
  the	
  
deficits	
  may	
  continue	
  well	
  beyond	
  this	
  five-­‐year	
  timeframe.	
  	
  Analysis	
  by	
  TD	
  Bank,	
  for	
  example,	
  suggests	
  
that	
  the	
  federal	
  government	
  will	
  run	
  a	
  cumulative	
  deficit	
  of	
  approximately	
  $167-­‐billion	
  over	
  five	
  years,	
  
or	
  almost	
  twice	
  what	
  Ottawa	
  projected	
  in	
  its	
  most	
  recent	
  budget.	
  	
  Rather	
  than	
  a	
  return	
  to	
  surplus,	
  the	
  
TD	
  analysis	
  suggests	
  that	
  Canada	
  will	
  have	
  a	
  deficit	
  of	
  $19.4B	
  in	
  2013/14.	
  

The	
  return	
  to	
  a	
  balanced	
  budget	
  that	
  is	
  forecast	
  in	
  the	
  Fiscal	
  Update	
  is	
  predicated	
  on	
  an	
  increase	
  in	
  the	
  
EI	
  surplus	
  of	
  almost	
  $20B.	
  	
  This	
  increase	
  in	
  the	
  surplus	
  will	
  be	
  generated	
  by	
  an	
  increase	
  in	
  the	
  EI	
  
insurance	
  rate	
  or,	
  put	
  different,	
  on	
  the	
  introduction	
  of	
  a	
  new	
  payroll	
  tax.	
  	
  Consideration	
  should	
  be	
  given	
  
as	
  to	
  whether	
  such	
  a	
  tax	
  will	
  pass	
  in	
  the	
  context	
  of	
  a	
  minority	
  parliament.	
  

Further	
  analysis	
  casts	
  more	
  doubt	
  on	
  the	
  return	
  to	
  budget	
  surpluses	
  in	
  the	
  medium	
  term.	
  	
  Although	
  the	
  
fiscal	
  situation	
  in	
  Canada	
  is	
  no	
  more	
  dire	
  than	
  in	
  other	
  G7	
  countries	
  the	
  actual	
  fiscal	
  environment	
  has	
  
deteriorated	
  significantly	
  over	
  the	
  past	
  year,	
  turning	
  a	
  projected	
  $30B	
  deficit	
  into	
  a	
  deficit	
  that	
  is	
  $50B	
  
and	
  growing.	
  	
  It	
  is	
  not	
  inconceivable	
  that	
  our	
  future	
  economic	
  performance	
  will	
  mirror	
  this	
  actual	
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performance	
  more	
  than	
  it	
  will	
  mirror	
  the	
  comparatively	
  rosy	
  fiscal	
  trends	
  outlined	
  in	
  the	
  updates.	
  	
  The	
  
September	
  Fiscal	
  update	
  notes	
  that	
  there	
  is	
  $100B	
  in	
  variability	
  in	
  the	
  projected	
  five	
  year	
  growth	
  of	
  the	
  
Canadian	
  economy,	
  which	
  translates	
  into	
  roughly	
  $15B	
  of	
  additional	
  variability	
  in	
  the	
  current	
  economic	
  
projections.	
  

Taken	
  together,	
  these	
  data	
  points	
  suggest	
  that	
  Canada	
  has	
  entered	
  a	
  time	
  of	
  structural	
  deficits.	
  	
  
Certainly,	
  some	
  of	
  this	
  deficit	
  will	
  be	
  retired	
  as	
  the	
  Canadian	
  economy	
  recovers.	
  	
  Even	
  in	
  the	
  best	
  case	
  
scenario,	
  however,	
  it	
  seems	
  likely	
  that	
  the	
  federal	
  government,	
  be	
  it	
  Conservative	
  or	
  Liberal,	
  will	
  have	
  a	
  
significant	
  structural	
  deficit	
  to	
  address	
  in	
  the	
  near	
  term.	
  	
  	
  

Given	
  this	
  reality,	
  it	
  is	
  important	
  to	
  understand	
  how	
  the	
  Harper	
  government	
  is	
  planning	
  to	
  approach	
  this	
  
structural	
  deficit?	
  

	
  

POLICY	
  APPROACH	
  

The	
  government	
  has	
  a	
  number	
  of	
  policy	
  tools	
  at	
  its	
  disposal	
  to	
  address	
  the	
  deficit.	
  	
  The	
  September	
  Fiscal	
  
Update	
  makes	
  a	
  commitment	
  not	
  to	
  use	
  many	
  of	
  the	
  tools	
  that	
  could	
  be	
  deployed.	
  	
  It	
  promises:	
  

• Not	
  to	
  raise	
  taxes	
  
o This	
  means	
  that	
  the	
  Children’s	
  Fitness	
  Tax	
  Credit	
  is	
  likely	
  to	
  be	
  protected	
  from	
  any	
  

spending	
  restraint	
  initiatives.	
  
• Not	
  to	
  reduce	
  the	
  growth	
  track	
  for	
  entitlement	
  programs	
  to	
  seniors,	
  children	
  and	
  EI	
  
• Not	
  to	
  reduce	
  the	
  growth	
  track	
  of	
  transfers	
  to	
  provinces	
  (the	
  approach	
  that	
  was	
  taken	
  by	
  the	
  

Liberal	
  government	
  in	
  the	
  mid-­‐nineties	
  to	
  address	
  the	
  last	
  structural	
  deficit)	
  
o This	
  means	
  that	
  multi-­‐lateral	
  transfers	
  to	
  the	
  provinces	
  are	
  also	
  likely	
  to	
  be	
  protected	
  

from	
  any	
  cuts	
  or	
  spending	
  restraint	
  initiatives.	
  

These	
  statements	
  are	
  echoed	
  in	
  the	
  December	
  update	
  which	
  states	
  that:	
  

Once	
  we	
  are	
  certain	
  recovery	
  has	
  fully	
  taken	
  hold,	
  we	
  will	
  move	
  forward	
  on	
  our	
  plan	
  to	
  return	
  to	
  
balanced	
  budgets	
  over	
  the	
  medium	
  term.	
   

Along	
  the	
  way,	
  there	
  are	
  certain	
  things	
  our	
  Government	
  won't	
  do.	
   

• We	
  won't	
  raise	
  taxes;  
• We	
  won't	
  put	
  in	
  jeopardy	
  the	
  growth	
  track	
  of	
  major	
  transfers	
  to	
  persons—our	
  seniors,	
  

our	
  children,	
  those	
  receiving	
  EI	
  benefits;	
  and  
• We	
  will	
  not	
  reduce	
  transfers	
  to	
  other	
  levels	
  of	
  government. 

When	
  the	
  time	
  is	
  right,	
  when	
  the	
  economic	
  recovery	
  is	
  clear	
  and	
  entrenched	
  and	
  if	
  it's	
  necessary,	
  
we	
  will	
  determine	
  the	
  amount	
  of	
  spending	
  growth	
  restraint	
  required	
  to	
  balance	
  the	
  budget.	
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As	
  I've	
  said	
  before,	
  if	
  we	
  have	
  to	
  restrain	
  growth	
  in	
  spending,	
  when	
  the	
  time	
  comes	
  we	
  will	
  find	
  
that	
  restraint	
  in	
  the	
  remaining	
  $100	
  billion	
  of	
  federal	
  program	
  spending	
  that	
  is	
  projected	
  to	
  grow	
  
at	
  3.3	
  per	
  cent	
  a	
  year. 

Given	
  these	
  limitations,	
  the	
  government	
  has	
  committed	
  to	
  the	
  one	
  option	
  that	
  remains	
  -­‐	
  restraint	
  on	
  
growth	
  for	
  direct	
  program	
  spending.	
  	
  So	
  what	
  does	
  this	
  mean	
  for	
  the	
  sport	
  sector?	
  

Total	
  federal	
  program	
  spending	
  in	
  2009-­‐2010	
  is	
  estimated	
  to	
  be	
  $235.8B.	
  The	
  main	
  components	
  of	
  this	
  
program	
  spending	
  are:	
  

	
   Transfers	
  to	
  other	
  levels	
  of	
  government	
  	
   $50.0B	
  
	
   Transfers	
  to	
  persons	
  (elderly,	
  children,	
  EI)	
   $54.3B	
  
	
   Public	
  Debt	
  Charges	
   	
   	
   	
   $31.9B	
  

Payments	
  to	
  Crown	
  Corporations	
   	
   $5.2B	
  
Operating	
  and	
  Capital	
   	
   	
   	
   $59.7B	
  
Other	
  Transfer	
  Payments	
  and	
  Subsidies	
   	
   $34.1B	
  

	
  

There	
  are	
  a	
  few	
  other	
  smaller	
  categories	
  of	
  spending	
  that	
  are	
  not	
  material	
  to	
  this	
  analysis.	
  	
  Statements	
  
by	
  the	
  Prime	
  Minister	
  suggest	
  that	
  the	
  first	
  two	
  of	
  these	
  components	
  will	
  not	
  be	
  cut	
  while	
  the	
  third	
  
cannot	
  be	
  reduced	
  without	
  the	
  Government	
  of	
  Canada	
  defaulting	
  on	
  its	
  debt.	
  	
  This	
  means	
  that	
  the	
  
entire	
  program	
  of	
  spending	
  restraint	
  and/or	
  cuts	
  will	
  be	
  deployed	
  in	
  the	
  last	
  three	
  categories	
  of	
  
spending:	
  Crown	
  Corporations,	
  Operating	
  and	
  Capital	
  and	
  Other	
  Transfer	
  Payments,	
  which	
  total	
  $99B	
  in	
  
annual	
  spending.	
  	
  Further,	
  a	
  significant	
  portion	
  of	
  the	
  operating	
  expense	
  is	
  salaries	
  that	
  are	
  governed	
  by	
  
existing	
  collective	
  bargaining	
  agreements	
  which	
  have	
  limited	
  if	
  any	
  flexibility	
  to	
  restrain	
  growth.	
  

The	
  Prime	
  Minister	
  reinforced	
  this	
  finding	
  when	
  he	
  stated	
  that:	
  	
  

The	
  Government	
  will	
  ensure	
  that	
  there	
  is	
  spending	
  growth	
  restraint	
  on	
  direct	
  program	
  spending	
  
—	
  the	
  component	
  of	
  total	
  program	
  spending	
  over	
  which	
  the	
  Government	
  has	
  greatest	
  control,	
  
as	
  required	
  to	
  achieve	
  balanced	
  budgets.	
  This	
  will	
  require	
  sustained	
  discipline.	
  The	
  extent	
  to	
  
which	
  spending	
  is	
  restrained	
  will	
  depend	
  on	
  economic	
  performance.	
  
	
  
The	
  growth	
  in	
  direct	
  program	
  spending	
  will	
  be	
  restrained	
  as	
  necessary	
  based	
  on	
  the	
  economic	
  
situation.	
  

	
  
This	
  analysis	
  suggests	
  that	
  there	
  will	
  have	
  to	
  be	
  significant	
  cuts	
  in	
  direct	
  program	
  spending	
  if	
  this	
  is	
  the	
  
only	
  tool	
  that	
  will	
  be	
  deployed	
  to	
  avoid	
  a	
  position	
  of	
  permanent	
  or	
  structural	
  deficit.	
  	
  	
  

The	
  extent	
  of	
  the	
  cuts	
  (or	
  of	
  spending	
  restraint)	
  that	
  will	
  be	
  required	
  is	
  unclear.	
  	
  It	
  is	
  possible	
  to	
  estimate	
  
the	
  level	
  of	
  restraint	
  that	
  will	
  be	
  required;	
  however,	
  by	
  looking	
  at	
  the	
  projected	
  deficit	
  in	
  the	
  out	
  years	
  
after	
  the	
  stimulus	
  spending	
  comes	
  to	
  a	
  completion.	
  	
  Currently,	
  estimates	
  of	
  the	
  remaining	
  deficit	
  are	
  
that	
  it	
  will	
  be	
  approximately	
  $19B.	
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Based	
  on	
  the	
  total	
  available	
  program	
  spending	
  of	
  $99B,	
  this	
  would	
  suggest	
  that	
  it	
  is	
  likely	
  that	
  spending	
  
reductions	
  of	
  up	
  to	
  20%	
  can	
  be	
  expected	
  once	
  the	
  government	
  begins	
  to	
  impose	
  the	
  fiscal	
  discipline	
  
required	
  to	
  move	
  out	
  of	
  deficit.	
  	
  If	
  our	
  economic	
  performance	
  continues	
  to	
  run	
  significantly	
  behind	
  
expectations	
  these	
  cuts	
  could	
  be	
  even	
  more	
  significant.	
  

In	
  terms	
  of	
  the	
  impact	
  of	
  spending	
  restraint	
  versus	
  outright	
  cuts,	
  the	
  primary	
  difference	
  will	
  be	
  seen	
  in	
  
terms	
  of	
  timing.	
  	
  Under	
  a	
  program	
  of	
  restraint,	
  programs	
  that	
  would	
  regularly	
  be	
  renewed	
  may	
  not	
  
having	
  their	
  funding	
  continued	
  after	
  their	
  current	
  funding	
  envelope	
  expires.	
  	
  Further,	
  it	
  will	
  be	
  very	
  
difficult	
  to	
  access	
  additional	
  funding	
  for	
  new	
  programs	
  or	
  services	
  that	
  are	
  not	
  currently	
  being	
  funded	
  
and	
  those	
  new	
  programs	
  that	
  are	
  introduced	
  are	
  likely	
  to	
  be	
  comparatively	
  small	
  and	
  short-­‐term	
  in	
  
nature.	
  

PROVINCIAL	
  IMPACTS	
  

As	
  with	
  the	
  federal	
  government,	
  provincial	
  governments	
  are	
  also	
  entering	
  a	
  period	
  of	
  fiscal	
  uncertainty.	
  	
  
Annex	
  1	
  of	
  this	
  Report	
  outlines	
  an	
  analysis	
  undertaken	
  by	
  SMG	
  on	
  the	
  potential	
  impact	
  of	
  budgetary	
  
constraint	
  in	
  Ontario,	
  as	
  one	
  provincial	
  example.	
  	
  The	
  key	
  findings	
  of	
  this	
  analysis	
  are	
  worth	
  quoting:	
  

The	
  current	
  economic	
  environment	
  in	
  Ontario	
  has	
  deteriorated	
  significantly	
  since	
  Budget	
  2009.	
  	
  
Currently,	
  Ontario	
  has	
  projected	
  deficits	
  of:	
  

$24.7B	
  in	
  09/10,	
  	
  
$21.1B	
  in	
  10/11,	
  and	
  
$19.4B	
  in	
  11/12.	
  	
  	
  
	
  

This	
  is	
  on	
  a	
  revenue	
  base	
  of	
  $90.2B	
  in	
  09/10	
  growing	
  to	
  $100.0B	
  in	
  11/12.	
  	
  In	
  other	
  words,	
  the	
  
deficit	
  remains	
  close	
  to	
  $20B	
  in	
  the	
  out	
  year	
  despite	
  the	
  fact	
  that	
  all	
  of	
  the	
  time	
  limited	
  stimulus	
  
expenditures	
  will	
  have	
  come	
  off	
  the	
  books.	
  	
  Realistically,	
  this	
  means	
  that	
  most	
  of	
  the	
  $19.4B	
  
deficit	
  in	
  11/12	
  is	
  a	
  structural	
  deficit	
  (with	
  the	
  exception	
  of	
  components	
  like	
  the	
  $1.2B	
  reserve	
  
fund).	
  	
  

Even	
  a	
  very	
  conservative	
  projection,	
  therefore,	
  would	
  suggest	
  that	
  the	
  government	
  will	
  need	
  
to	
  make	
  reductions	
  in	
  its	
  core	
  spending	
  of	
  a	
  minimum	
  of	
  ~10%	
  per	
  year,	
  which	
  might	
  address	
  
the	
  deficit	
  over	
  time	
  if	
  coupled	
  with	
  significant	
  domestic	
  and	
  international	
  growth	
  over	
  the	
  next	
  
five	
  to	
  eight	
  years.	
  

Other	
  provinces	
  are	
  facing	
  similar	
  fiscal	
  forecasts.	
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IMPACT	
  ON	
  THE	
  SPORT	
  SECTOR	
  

It	
  is	
  important	
  for	
  the	
  sport	
  sector	
  to	
  begin	
  to	
  think	
  through	
  the	
  implications	
  of	
  how	
  to	
  continue	
  to	
  grow	
  
and	
  prosper	
  in	
  a	
  time	
  of	
  scarcity.	
  	
  With	
  federal	
  and	
  provincial	
  budgets	
  facing	
  deficits	
  for	
  the	
  foreseeable	
  
future,	
  it	
  will	
  be	
  more	
  important	
  than	
  ever	
  for	
  the	
  sector	
  to	
  think	
  about:	
  

• New	
  sources	
  of	
  funding	
  
• Ways	
  to	
  enable	
  greater	
  efficiency	
  and	
  effectiveness	
  in	
  resource	
  allocation	
  
• Strategies	
  to	
  leverage	
  existing	
  funding	
  support	
  
• Other	
  public	
  policy	
  gains	
  with	
  non-­‐monetary	
  outcomes	
  
• Further	
  development	
  of	
  our	
  own	
  “better	
  way”	
  strategies	
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ANNEX	
  1:	
  Analysis	
  of	
  the	
  Ontario	
  Economic	
  Environment	
  

	
  

Prepared	
  by	
  the	
  Sport	
  Matters	
  Group	
  based	
  on	
  the:	
  

2009	
  Ontario	
  Economic	
  Outlook	
  and	
  Fiscal	
  Review	
  

	
  

November	
  5,	
  2009	
  

A.	
  Summary	
  

The	
  current	
  economic	
  environment	
  in	
  Ontario	
  has	
  deteriorated	
  significantly	
  since	
  Budget	
  2009.	
  	
  
Currently,	
  Ontario	
  has	
  projected	
  deficits	
  of:	
  

$24.7B	
  in	
  09/10,	
  	
  
$21.1B	
  in	
  10/11,	
  and	
  
$19.4B	
  in	
  11/12.	
  	
  	
  
	
  

This	
  is	
  on	
  a	
  revenue	
  base	
  of	
  $90.2B	
  in	
  09/10	
  growing	
  to	
  $100.0B	
  in	
  11/12.	
  	
  In	
  other	
  words,	
  the	
  deficit	
  
remains	
  close	
  to	
  $20B	
  in	
  the	
  out	
  year	
  despite	
  the	
  fact	
  that	
  all	
  of	
  the	
  time	
  limited	
  stimulus	
  expenditures	
  
will	
  have	
  come	
  off	
  the	
  books.	
  	
  Realistically,	
  this	
  means	
  that	
  most	
  of	
  the	
  $19.4B	
  deficit	
  in	
  11/12	
  is	
  a	
  
structural	
  deficit	
  (with	
  the	
  exception	
  of	
  components	
  like	
  the	
  $1.2B	
  reserve	
  fund).	
  	
  

Even	
  a	
  very	
  conservative	
  projection,	
  therefore,	
  would	
  suggest	
  that	
  the	
  government	
  will	
  need	
  to	
  make	
  
reductions	
  in	
  its	
  core	
  spending	
  of	
  a	
  minimum	
  of	
  ~10%	
  per	
  year,	
  which	
  might	
  address	
  the	
  deficit	
  over	
  
time	
  if	
  coupled	
  with	
  significant	
  domestic	
  and	
  international	
  growth	
  over	
  the	
  next	
  five	
  to	
  eight	
  years.	
  

These	
  projections	
  are	
  based	
  on	
  economic	
  modeling	
  with	
  an	
  unprecedented	
  level	
  of	
  uncertainty	
  (page	
  5).	
  	
  
The	
  economic	
  update	
  outlines	
  the	
  potential	
  projected	
  impact	
  of	
  four	
  key	
  factors:	
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It	
  is	
  worth	
  nothing	
  that	
  although	
  each	
  of	
  these	
  is	
  listed	
  with	
  a	
  positive	
  directionality	
  a	
  sensitivity	
  analysis	
  
would	
  suggest	
  that:	
  

1. Under	
  current	
  models	
  and	
  despite	
  the	
  actions	
  of	
  the	
  central	
  bank,	
  the	
  Canadian	
  dollar	
  remains	
  
strong	
  in	
  comparison	
  with	
  the	
  US	
  

2. A	
  global	
  recovery	
  will	
  drive	
  up	
  the	
  demand	
  for	
  oil	
  leading	
  to	
  likely	
  pricing	
  increases	
  
3. This	
  is	
  the	
  factor	
  that	
  is	
  most	
  volatile	
  although	
  there	
  is	
  certainly	
  potential	
  for	
  growth	
  in	
  the	
  US	
  to	
  

outstrip	
  projections	
  
4. Given	
  the	
  current	
  rates	
  there	
  is	
  almost	
  no	
  room	
  for	
  interest	
  rate	
  decrease	
  in	
  the	
  foreseeable	
  

future	
  
	
  

In	
  other	
  words	
  it	
  is	
  highly	
  unlikely	
  that	
  the	
  economy	
  will	
  outperform	
  the	
  current	
  projections.	
  

So	
  what	
  does	
  this	
  mean	
  for	
  the	
  Sport	
  Sector	
  in	
  Ontario?	
  	
  If	
  we	
  map	
  current	
  expenditures	
  (page	
  7)	
  we	
  
can	
  get	
  a	
  sense	
  of	
  the	
  current	
  investment	
  in	
  areas	
  of	
  priority.	
  	
  Unlike	
  the	
  federal	
  government	
  the	
  
province	
  has	
  not	
  indicated	
  that	
  any	
  areas	
  of	
  spending	
  will	
  not	
  be	
  cut.	
  	
  That	
  being	
  said,	
  they	
  do	
  identify	
  
the	
  following	
  priority	
  areas:	
  job	
  creation,	
  health	
  care,	
  education,	
  strong	
  fiscal	
  management	
  and	
  
economic	
  growth.	
  	
  Given	
  these	
  areas	
  of	
  focus,	
  the	
  following	
  areas	
  of	
  investment	
  are	
  unlikely	
  to	
  shift	
  
downwards	
  

Current	
  Spending	
  ($B)	
   	
   113,695.9	
  

Education	
   	
   	
   492.9	
  

School	
  Boards	
   	
   	
   13,723.5	
  

Health	
  and	
  Long	
  Term	
  Care	
   23,576.2	
  

Hospitals	
   	
   	
   19,293.6	
  

Government	
  Pensions	
   	
   932.0	
  

Power	
  Purchases	
   	
   964.1	
  

Interest	
  on	
  Debt	
   	
   9,406	
  

So	
  the	
  envelope	
  of	
  Current	
  Spending	
  minus	
  Priority	
  Investments	
  is	
  about	
  $45.3B.	
  	
  It	
  is	
  likely	
  that	
  the	
  
preponderance	
  of	
  the	
  deficit	
  reduction	
  activities	
  will	
  take	
  place	
  in	
  this	
  envelope.	
  	
  In	
  the	
  context	
  of	
  an	
  
$18B	
  structural	
  deficit,	
  this	
  would	
  suggest	
  that	
  the	
  cuts	
  to	
  discretionary	
  spending	
  could	
  be	
  as	
  high	
  as	
  
30-­‐40%.	
  	
  Under	
  this	
  scenario,	
  it	
  would	
  seem	
  prudent	
  to	
  assume	
  cuts	
  of	
  a	
  minimum	
  of	
  10%	
  scaling	
  
towards	
  this	
  higher	
  figure	
  if	
  the	
  economic	
  recovery	
  is	
  slower	
  than	
  predicted.	
  

The	
  government	
  of	
  Ontario	
  has	
  outlined	
  what	
  they	
  have	
  termed	
  a	
  “strategic	
  spending	
  review”	
  (page10).	
  	
  
Given	
  the	
  scope	
  of	
  reductions	
  that	
  will	
  be	
  required	
  (at	
  least	
  10%	
  across	
  the	
  board,	
  although	
  likely	
  higher	
  
in	
  areas	
  that	
  are	
  not	
  deemed	
  to	
  be	
  of	
  strategic	
  value)	
  it	
  is	
  likely	
  that	
  these	
  consultations	
  will	
  see	
  a	
  very	
  
high	
  level	
  of	
  participation	
  and	
  will	
  be	
  extremely	
  contentious	
  as	
  a	
  number	
  of	
  interests	
  try	
  to	
  position	
  
themselves	
  in	
  a	
  time	
  of	
  severe	
  spending	
  austerity.	
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B.	
  Key	
  Data	
  Points	
  

Changes	
  in	
  the	
  Current	
  Budget	
  Year	
  	
  

The	
  changes	
  in	
  the	
  projections	
  for	
  the	
  current	
  budget	
  year	
  are	
  as	
  follows:	
  

	
  

	
  

Key	
  components	
  leading	
  to	
  the	
  deficit	
  are:	
  

• Total	
  revenue	
  in	
  2009–10	
  is	
  projected	
  to	
  decrease	
  by	
  $5.8	
  billion	
  from	
  the	
  2009	
  Budget	
  
forecast	
  

• Total	
  expense	
  in	
  2009–10	
  is	
  projected	
  to	
  increase	
  by	
  $4.8	
  billion	
  from	
  the	
  2009	
  Budget	
  
forecast.	
  	
  Primary	
  investments	
  in	
  this	
  regard	
  include:	
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• The	
  2009	
  Budget	
  allocated	
  $32.5	
  billion	
  for	
  infrastructure	
  investments	
  over	
  two	
  years	
  
	
  

Medium	
  Term	
  Fiscal	
  Outlook	
  

	
  

If	
  we	
  look	
  at	
  the	
  Medium	
  Term	
  Fiscal	
  Projections	
  we	
  see	
  a	
  shallow	
  decrease	
  in	
  the	
  deficit	
  over	
  the	
  
current	
  and	
  the	
  proceeding	
  two	
  fiscal	
  years.	
  	
  This	
  would	
  seem	
  to	
  be	
  indicative	
  of	
  a	
  significant	
  structural	
  
deficit.	
  	
  Even	
  in	
  the	
  third	
  year	
  with	
  a	
  return	
  to	
  a	
  projected	
  rate	
  of	
  growth	
  of	
  3.5%	
  Ontario	
  will	
  still	
  be	
  
running	
  a	
  deficit	
  of	
  ~20%	
  of	
  total	
  revenue	
  (although	
  this	
  does	
  include	
  a	
  $1.2B	
  reserve).	
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Economic	
  Projections	
  

	
  

Buried	
  within	
  these	
  projections	
  is	
  an	
  unprecedented	
  level	
  of	
  uncertainty:	
  

	
  

The	
  economic	
  update	
  demonstrates	
  the	
  projected	
  impact	
  of	
  four	
  key	
  factors:	
  

	
  

It	
  is	
  worth	
  nothing	
  that	
  although	
  each	
  of	
  these	
  is	
  listed	
  with	
  a	
  positive	
  directionality	
  a	
  sensitivity	
  analysis	
  
would	
  suggest	
  that:	
  

1. Under	
  current	
  models	
  and	
  despite	
  the	
  actions	
  of	
  the	
  central	
  bank,	
  the	
  Canadian	
  dollar	
  
remains	
  strong	
  in	
  comparison	
  with	
  the	
  US.	
  

2. A	
  global	
  recovery	
  will	
  drive	
  up	
  the	
  demand	
  for	
  oil	
  leading	
  to	
  likely	
  pricing	
  increases	
  
3. This	
  is	
  the	
  factor	
  that	
  is	
  most	
  volatile	
  although	
  there	
  is	
  certainly	
  potential	
  for	
  growth	
  in	
  the	
  

US	
  to	
  outstrip	
  projections	
  
4. Given	
  the	
  current	
  rates	
  there	
  is	
  almost	
  no	
  room	
  for	
  interest	
  rate	
  decrease	
  in	
  the	
  foreseeable	
  

future	
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Mapping	
  Current	
  Expenditures	
  

	
  

Areas	
  of	
  significant	
  increase	
  are	
  highlighted	
  in	
  red.
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One	
  time	
  investments	
  are	
  highlighted	
  in	
  green	
  and	
  total	
  approximately	
  ~8B	
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Infrastructure	
  Spending	
  

	
  

	
  

In	
  terms	
  of	
  the	
  sport	
  and	
  recreation	
  sectors,	
  this	
  investment	
  includes	
  a	
  transfer	
  of	
  $192.6M	
  to	
  
the	
  Ministry	
  of	
  Health	
  Promotion	
  to	
  support	
  the	
  Ontario	
  Recreation	
  Program	
  and	
  the	
  
Recreational	
  Infrastructure	
  Canada	
  Program	
  in	
  Ontario.
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The	
  Budgetary	
  Review	
  

The	
  mandate	
  of	
  the	
  current	
  review	
  is	
  to	
  protect	
  key	
  services	
  while	
  returning	
  to	
  a	
  sustainable	
  fiscal	
  
footing	
  

In	
  addition	
  to	
  its	
  existing	
  responsibilities	
  for	
  approving	
  the	
  Province’s	
  annual	
  expenditure	
  plans,	
  
the	
  Treasury	
  Board/Management	
  Board	
  of	
  Cabinet	
  will	
  conduct	
  a	
  rigorous	
  strategic	
  spending	
  
review	
  focused	
  on	
  high-­‐impact	
  areas	
  to	
  ensure	
  continued	
  relevance	
  and	
  effectiveness	
  of	
  
government	
  programs	
  and	
  services	
  and	
  the	
  way	
  they	
  are	
  funded.	
  This	
  review	
  will	
  be	
  guided	
  by	
  a	
  
policy	
  framework	
  that	
  reflects	
  the	
  government’s	
  values	
  of	
  fairness,	
  targeting	
  those	
  who	
  need	
  it	
  
most,	
  investing	
  for	
  the	
  future,	
  and	
  value-­‐for-­‐money.	
  The	
  Board	
  will	
  make	
  recommendations	
  and	
  
provide	
  continued	
  support	
  as	
  these	
  are	
  considered	
  and	
  implemented	
  by	
  the	
  government.	
  The	
  
Board’s	
  recommendations	
  will	
  be	
  announced	
  as	
  a	
  plan-­‐of-­‐action	
  in	
  the	
  2010	
  Budget.	
  

The	
  economic	
  update	
  outlines	
  the	
  avenues	
  for	
  participation	
  in	
  the	
  budgetary	
  review:	
  

• There	
  will	
  be	
  a	
  number	
  of	
  roundtables	
  with	
  groups	
  plus	
  larger	
  pre-­‐budget	
  consultation	
  
sessions,	
  	
  

• Submissions	
  can	
  be	
  made	
  on	
  the	
  Ministry	
  of	
  Finance	
  website	
  at	
  www.fin.gov.on.ca	
  by	
  
clicking	
  on	
  “Tell	
  Us	
  What	
  You	
  Think”	
  in	
  the	
  What’s	
  New	
  menu	
  and	
  complete	
  the	
  form	
  
provided.	
  	
  

• They	
  can	
  also	
  be	
  made	
  by	
  e-­‐mail	
  your	
  input	
  to	
  submissions@ontario.ca,	
  	
  
• Fax	
  it	
  to	
  416-­‐325-­‐0969	
  or	
  	
  
• Mail	
  it	
  to:	
  The	
  Minister	
  of	
  Finance,	
  c/o	
  Budget	
  Secretariat,	
  Frost	
  Building	
  North,	
  3rd	
  Floor,	
  

95	
  Grosvenor	
  Street,	
  Toronto,	
  ON	
  M7A	
  1Z1.	
  
	
  

In	
  particular,	
  the	
  Minister	
  of	
  Finance	
  is	
  interested	
  in	
  hearing	
  Ontarians’	
  views	
  on	
  what	
  more	
  the	
  
government	
  can	
  do	
  during	
  uncertain	
  economic	
  times	
  to	
  manage	
  Ontario’s	
  finances	
  and	
  protect	
  
important	
  public	
  services.	
  

When	
  preparing	
  your	
  comments,	
  please	
  use	
  the	
  following	
  questions	
  to	
  frame	
  your	
  submission:	
  

1. What	
  processes	
  should	
  the	
  government	
  put	
  in	
  place	
  to	
  enable	
  it	
  to	
  move	
  out	
  of	
  deficit?	
  
2. What	
  steps	
  should	
  the	
  government	
  take	
  to	
  streamline	
  and	
  provide	
  better	
  public	
  services	
  to	
  

Ontarians?	
  
3. Government	
  priorities	
  are	
  job	
  creation,	
  health	
  care,	
  education,	
  strong	
  fiscal	
  management	
  and	
  

economic	
  growth.	
  How	
  should	
  the	
  government	
  balance	
  this	
  multitude	
  of	
  priorities?	
  Given	
  the	
  
considerable	
  fiscal	
  challenges,	
  what	
  should	
  be	
  the	
  core	
  priorities	
  of	
  the	
  2010	
  Budget?	
  

	
  
Information	
  on	
  which	
  communities	
  and	
  locations	
  the	
  Minister	
  plans	
  to	
  visit	
  will	
  be	
  posted	
  at	
  
www.fin.gov.on.ca	
  in	
  November	
  2009.	
  Individuals	
  who	
  wish	
  to	
  attend	
  one	
  of	
  these	
  consultations	
  can	
  call	
  
toll-­‐free	
  1-­‐800-­‐263-­‐7965	
  or	
  1-­‐800-­‐263-­‐7776	
  TTY.	
  

	
  

	
  


