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The Chair (Mr. Peter Fonseca (Mississauga East—
Cooksville, Lib.)): I call this meeting to order. Welcome to meeting
number 111 of the House of Commons Standing Committee on Fi-
nance.

Pursuant to Standing Order 83(1) and the motion adopted by the
committee on Thursday, June 8, 2023, the committee is meeting to
discuss the pre-budget consultations in advance of the 2024 budget.

Today’s meeting is taking place in a hybrid format pursuant to
the Standing Orders. Members are attending in person in the room
and remotely using the Zoom application.

I would like to make a few comments for the benefit of the wit-
nesses and members:

Please wait until I recognize you by name before speaking. For
those participating by video conference, click on the microphone
icon to activate your mike, and please mute your mike when you
are not speaking.

For interpretation for those on Zoom, you have the choice at the
bottom of your screen of floor, English or French. For those in the
room, you can use the earpiece and select the desired channel.

Although this room is equipped with a powerful audio system,
feedback events can occur. These can be extremely harmful to our
interpreters and cause serious injuries. The most common cause of
sound feedback is an earpiece worn too close to a microphone. We
therefore ask all participants to exercise a high degree of caution
when handling the earpieces, especially when your microphone or
your neighbour's microphone is turned on. In order to prevent inci-
dents and safeguard the hearing health of the interpreters, I invite
participants to ensure that they speak into the microphone into
which their headset is plugged in and avoid manipulating the ear-
buds by placing them on the table away from the microphone when
they are not in use.

This is a reminder that all comments should be addressed
through the chair.

For members in the room, if you wish to speak, please raise your
hand. For members on Zoom, please use the “raise hand” function.
The clerk and I will manage the speaking order as best we can. We
appreciate your patience and understanding in this regard.

Members, before we move on to our witnesses, just for some
more clarity based on discussions that are ongoing, I can confirm

with members that we're currently scheduled for two and a half
hours on Monday with the Governor of the Bank of Canada. We are
already checking to possibly extend that. We believe that we have
three hours, but that will be dependent on the governor and on com-
mittee resources. We are still checking on that. That is for members
for our meeting on October 30.

Now I would like to welcome our witnesses.

With us today, we have, as an individual, Mark Purdon, profes-
sor, chair in decarbonization, University of Quebec in Montréal.
From the Assembly of First Nations, we have interim national chief
Joanna Bernard and also Julie Pellerin, senior director, economic
development and infrastructure branch. From the Business Council
of Canada, we have senior vice-president of policy, Robert Asselin.
From the Cannabis Council of Canada, we have the president and
chief executive officer, George Smitherman. From Fintechs
Canada, we have executive director Alex Vronces. From Oxfam-
Québec, we have Diana Sarosi, director, policy and campaigns,
joined by policy analyst Léa Pelletier-Marcotte.

We are going to get right into the witnesses' opening statements.

We'll start with Mr. Mark Purdon as an individual, please, for
five minutes.

Mr. Mark Purdon (Professor, Chair in Decarbonization, Uni-
versity of Quebec in Montréal, As an Individual): Hello. Thank
you very much for allowing me to speak.

I'll introduce myself briefly. I'm a professor at UQAM in Montre-
al. I'm a political scientist by training, but now I'm at the business
school, where there is an interdisciplinary department focusing on
environmental and social responsibility. I also hold the chair in de-
carbonization, and I do a lot of work on climate policy, Quebec and
Canadian climate policy, and a lot of work on the Quebec carbon
market, which is linked with California, as well as its relationship
with transportation decarbonization. There are a lot of other regula-
tory instruments in the transportation sector, which is the second-
largest source of emissions in Canada. I also do a lot of research on
international climate finance, which could also be of interest to the
committee.

I could speak to some opportunities to address decarbonization in
the Canadian transportation sector. One issue is to continue with the
clean technology credits. I think that this year's federal budget was
an excellent start to the Inflation Reduction Act in the United
States, which has really been a global game-changer in terms of
clean energy production and incentives.
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We need to be, perhaps, willing to do more on the production of
clean fuels and clean vehicles. Some research that I've done sug-
gests that when those incentives are available to individuals, they
have positive political effects and people are ready to pay, to absorb
a higher carbon price, effectively because they have those clean
technology options as an off-ramp.

Other research in the transportation sector might consider efforts
to address transportation demand management. That's how major
metropolitan regions, other regions of Canada, manage emissions
from transportation, getting people from using their private vehicles
into public transportation. There's a lot we could do there with
transportation system planning in major metropolitan regions.

There's some research we've done looking at California. Califor-
nia has a very rigorous transportation planning process using very
sophisticated models to estimate the impacts on greenhouse gas
emissions of their transportation planning in major metropolitan re-
gions like Los Angeles, San Francisco, etc. That is tied to federal
and state funding for transportation infrastructure. That's something
you could revise or improve in the investing in Canada infrastruc-
ture program to have some more sophisticated requirements, maybe
using some of these modelling tools seen in California.

The other issue I thought I would briefly address is emissions
trading. Quebec has the emissions trading system with California,
which is quite different from the federal carbon pricing system, and
arguably it has, in my view, allowed Quebec to be more ambitious
with its climate efforts than it would have otherwise been. Quebec
reduced its emissions by 11% below 1990 levels without that emis-
sions trading system, but, including the emission reduction al-
lowances purchased by Quebec firms in California, it doubled that
emission reduction and reduced Quebec's emissions by 26%. You
can compare that with other jurisdictions in Canada. By way of
comparison, if you want—it may be unfair—British Columbia has
a carbon tax comparable to the $65 of the federal carbon backstop
right now. British Columbia's emissions have increased by about
10 % or 11% since 1990, which is a 1% reduction since 2007.

There are some advantages. The reason that has worked in this
case for Quebec is that it's cheaper to reduce greenhouse gas emis-
sions in California because it's a dirtier economy than Quebec's, so
to speak. There are some questions about that, whether the market
is working. I'm happy to discuss it in more detail, but the prices on
the Quebec carbon market linkage with California have been rising.
They're about $47 a tonne right now versus $65 on the Canadian
federal carbon tax. There is maybe something to revisit there.

I'd also emphasize that article 6.2 of the Paris Agreement was
agreed to in 2021 in Glasgow, and that recognized legitimate usage
of these emission trading systems at the UN level.

I'll conclude with that. Thank you.
® (1105)

The Chair: Thank you very much, Professor Purdon.

Now, to hear from the Assembly of First Nations, we have inter-
im national chief Joanna Bernard, please.

® (1110)

Ms. Joanna Bernard (Interim National Chief, Assembly of
First Nations): Kwe kwe.

Thank you for the invite. I do want to acknowledge that we are
on the unceded and unsurrendered territories of the Algonquin peo-
ple here in Ottawa. Again, thank you for inviting me.

First nations contribute to the Canadian economy when provided
with an even playing field. Research consistently demonstrates that
closing social, economic and infrastructure gaps benefits the Cana-
dian economy.

Sorry, I'm a little nervous.

The Chair: Take it easy. Meegwetch.

Ms. Joanna Bernard: Thank you.

From a purely economic standpoint, investing in Canada's
youngest and fastest-growing demographic just makes sense. Each
year, we see new research data estimating the benefits to be real-
ized by the Canadian economy and by all Canadians if we close the
socio-economic outcome gaps for first nations.

In recent years, the National Indigenous Economic Development
Board estimated benefits to the GDP to be $27.7 billion per year, or
1.5% of GDP. While progress has been made on first nations priori-
ties, significant gaps remain. Without sustainable and adequate in-
vestments, these gaps will continue to grow.

The committee took delivery of the AFN's 2024 pre-budget sub-
mission that provides a road map for Canada to make meaningful
investments that align with its obligations to uphold first nations'
unique and inherent rights. While the economic initiatives are com-
pelling, let's be clear on the term of the day, which is economic rec-
onciliation.

Each of these investments allows detailed long-term investments
towards first nation priorities to eliminate socio-economic gaps.
They also meet the objectives set out by the United Nations Decla-
ration on the Right of Indigenous Peoples.

First nations have always demonstrated good governance and are
skilled negotiators. I remind all of you that first nations agreed to
share their lands only to the depth of a plow. Canada must abandon
its long-standing disputes and pay its debts.
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In a single year, Canada's natural resource exports exceed-
ed $330 billion—in 2021. Each year that Canada does not share the
proceeds of these resources and fails to pay its debts to first nations
results in increasing socio-economic and infrastructure gaps.
Canada must acknowledge its obligation to provide adequate, pre-
dictable and sustainable funding to close these gaps and to ensure
they remain closed. This includes resources for capacity-building
and support first nations-led sustainable development and institu-
tions.

Economic reconciliation occurs once we are no longer managing
poverty but managing wealth. It is also about understanding that
health, healing, resiliency and self-determination are the foundation
of prosperity and wealth building. Economic reconciliation requires
substantial efforts to overcome the impacts on first nations that
have been dispossessed of their lands, economies, customs and cul-
tures. Canada must take the “necessary steps” and “effective mea-
sures” to meet the obligations of the United Nations Declaration on
the Rights of Indigenous Peoples Act.

An essential element of Canada's fiduciary responsibility is to
ensure that first nations enjoy the same standard of living as non-
indigenous Canadians and achieve equity and equality for all.

Economic reconciliation goes beyond equitable access to capital,
participation in government procurement and resource revenue-
sharing. Ultimately, it requires a new government-to-government
fiscal relationship between Canada and first nations.

By the way, the AFN represents over 1.5 million first nations cit-
izens, so it's a very large organization. We do deliver results for our
people according to their unique priorities and needs.

For Canada to achieve economic reconciliation, a new distinct
approach for budget-setting must align with inherent rights, interna-
tional treaties signed by the Crown, and respect for nation-to-nation
relationships. The current process for funding first nations priorities
is outdated and ineffective.

Every year, the AFN condenses the budget priorities for over 630
first nations rights-holders into a 2,000 word brief.

® (1115)

The AFN and the first nations are then subject to the scrutiny of
an external bureaucracy and the Department of Finance while hop-
ing to secure incremental funding that remains far below the level
of need. Canada has fiduciary obligations, and the first nations have
rights, which do not change from one year to another and neither
should the funding commitments required to uphold them.

The AFN pre-budget brief consists of critical elements to meet
first nations' diverse and significant needs, including investments
detailed in the comprehensive analysis that supports the Minister of
Indigenous Services' mandate to close the infrastructure gap by
2030.

Roads, utilities, digital connectivity, facilities and housing are
fundamental for economic opportunity and growth. The AFN and
Indigenous Services Canada worked with industry leading experts
to codevelop a comprehensive costing report, “Closing the Infras-
tructure Gap by 20307, which covers several of these items, such as

the $135 billion identified to meet critical and outstanding housing
needs. That's just in housing.

Our submission also details investments required to meet first
nations' needs in education programming and to immediately build,
replace, repair and expand first nations schools to eliminate over-
crowding. It includes investments and other means to properly fund
infrastructure retrofitting to ensure first nations can meet the re-
quirements to accommodate modern accessibility standards and to
address inequalities faced by persons with disabilities.

It includes investments to bridge the digital divide for first na-
tions by meeting the minimum broadband standards outlined in
Canada's federal connectivity strategy: high-speed access for all. It
details investments towards first nations leadership in climate, con-
servation and food security, which are the most effective means to
combat climate and biodiversity loss crisis.

I think I'm running out of time.

The Chair: We do want to thank you, Interim National Chief
Bernard, for your opening statement. Thank you for being here with
us.

Ms. Joanna Bernard: Did [ use my five minutes? I was going to
my closing and skipping all that.

The Chair: You'll have a lot of opportunity during members'
questions to expand on many of the points you've made, but we
thank you.

Now we're going to hear from the Business Council of Canada.

Mr. Robert Asselin, go ahead, please.

Mr. Robert Asselin (Senior Vice-President, Policy, Business
Council of Canada): Thank you, Mr. Chair.

The state of the world today reminds us of the inherent fragility
of our international order and of the global economy. For a country
such as Canada, geopolitical shocks such as these have a deep im-
pact. The global environment is only further compounding the chal-
lenges we were already experiencing domestically.

Here at home, Canadians are feeling the weight of high interest
rates, low productivity and persistent inflation. Canada's GDP per
capita has been trending down for several quarters, and without our
natural resources, Canada's trade deficit would be structural and
significant.
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Our population is also aging fast. Going forward, private sector
economists' forecasts point to no growth in 2024 and subdued
growth thereafter. Whether there's a technical recession will be of
little comfort to Canadians as interest rates are expected to remain
high for the foreseeable future.

For the federal government, debt service and costs will continue
to be much more prohibitive than previously forecasted in budget
2023. Growth rates that are lower than interest rates will have a
dramatic impact on fiscal policy. Governments can no longer run
permanent large deficits without fear.

This fiscal year, the federal government will use almost as much
of its revenues to service the debt as providing health care transfers
to provinces and territories. That is why we continue to urge the
government to adopt a new and credible fiscal anchor, one that
would limit debt service and costs to a maximum of 10% of rev-
enue going forward.

By doing that, we think it will preserve the government's capaci-
ty to fund programs Canadians rely on and will not put an excessive
and unfair fiscal burden on future generations. The more the federal
government spends on servicing the debt the less it has to fund any-
thing else.

® (1120)
[Translation]

More deficit-financed spending at higher interest rates will even-
tually and inevitably lead to levels of indebtedness that will force
future governments to cut spending and raise taxes. It will lead to a
weakened economy with considerable uncertainty for businesses
looking to invest, hire and grow in Canada. It will also put in jeop-
ardy the social programs Canadians value. This is precisely what
we must avoid.

We are not of the view new spending is required in the next bud-
get. Over the last few budgets, the federal government has intro-
duced many measures, especially for the energy transition, that
have yet to be implemented.

We also urge the government to move ahead with a real, compre-
hensive program review as well as implementing measures an-
nounced in Budget 2023, such as the commitment to outlining a
concrete plan on permitting reform by the end of this year.

In the aftermath of last week’s Supreme Court ruling on the En-
vironmental Impact Assessment Act, it is essential that the govern-
ment move quickly to provide clarity, certainty, and predictability
on the rules for major projects. We must not lose out on once-in-a
generation business investments that are necessary to reduce our
emissions and foster economic growth for the benefit of all Canadi-
ans.

Thank you, Mr. Chair.
[English]

The Chair: Thank you, Mr. Asselin.

We'll now go to the Cannabis Council of Canada and Mr. George
Smitherman.

Mr. George Smitherman (President and Chief Executive Of-
ficer, Cannabis Council of Canada): Thank you.

Good day, Chair, vice-chairs and members of the committee.

In the spirit of reconciliation, I wish to acknowledge the great
privilege I have of being on these Algonquin lands and wherever I
am in Canada celebrating my good fortune.

Members of the committee, it's such a great privilege to be here
today, because all politics is local.

I want to say that I started my day in Simcoe North, where the
leaves are hanging on, and I know in some parts of the country win-
ter is fully in the grips.

I'm very privileged to be here today with the chair of the board of
the Cannabis Council, Rick Savone, who previously served Canada
with distinction as our ambassador to Brazil.

Our association is the leading voice for regulated producers and
processors of cannabis in Canada, and we very much appreciate the
opportunity to draw urgent attention to the state of the regulated
cannabis sector, as October 17 marked the fifth anniversary of adult
use legalization. That historic action undertaken by Parliament en-
joys continued strong support among Canadians. Various reports is-
sued after five years support the idea that the worst predicted out-
comes of legalization have not occurred, while social and health
impact studies have indicated areas where ongoing research about
the potential of cannabis is warranted.

More challenging are the economic conditions facing the regulat-
ed cannabis sector. In a recent study involving more than 120 li-
censed producers and processors of cannabis in Canada, results in-
dicated that profitability has been elusive, achieved by only 17% of
the cannabis companies surveyed. These results are presented
against a backdrop of massive investment and then dramatic subse-
quent disinvestment.

In a study completed by Deloitte on behalf of the Ontario
Cannabis Store, data showed that during the first three years of
adult use or recreational legalization alone, the industry invest-
ed $45 billion, building out 3,500 stores and operations among up
to 900 production licences issued by Health Canada. The GDP im-
pact of that buildout supported up to 150,000 jobs and impacts on
par with powerhouse sectors like automotive manufacturing and
dairy, albeit more broadly distributed, especially in rural Canadian
communities.

I might add that the cannabis sector was powering forward with
investment and expansion under Covid conditions while many oth-
er sectors were sidelined.
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The conditions that contribute to challenges that we are facing
certainly include those having to do with building an industry liter-
ally without a road map from anywhere on the globe. Difficult deci-
sions to address surplus capacity are taking place, as in any busi-
ness, and as the list of CCAA filings shows, the cannabis sector has
been leading all sectors, sadly I say, with 40% of filers since 2022
coming from the cannabis sector.

Members of the committee know very well that such numbers
have a personal implication for families and communities. Instead
of having a world-leading, first-mover advantage, we're dealing
with challenges in our own country that are dragging us down.
Bluntly put, our sector is having its full potential to compete with
the illicit market due to a suffocating government middle of taxes
and fees, frequently representing well over 60% of the final price of
any product paid by a consumer. This formula inadequately dis-
tributes the consumer dollar in a way that creates prospects for the
unregulated and illegal players, and it also puts up barriers for those
patients who find relief in medical cannabis that they can't find
elsewhere.

In the meantime a considerable lack of interest in enforcement
means that the illicit market flourishes without headwinds. Hard as
this may be to hear after five years, the illicit cannabis world enjoys
numerous commercial advantages even beyond the lack of taxes,
fees and regulation. They are everywhere online. They use Interac.
They use Canada Post. In contrast, many cannabis producers and
retailers cannot access basic financial services, and when they do,
they are usually subjected to usurious service rates.

It has frequently been described to me that it feels that if you put
up your hand and say you are willing to be regulated, then govern-
ment, frequently from different levels, has every tax, fee and rule
for you, but if you set up an illegal shop on the other side of the
line, almost nobody will take notice or care.

Last week our sector was in Ottawa, where we celebrated five
years of adult use legalization. We drilled down on areas where
we're asking for change. We need adjustments to the excise tax for-
mula and to costly matters about how the formula operates. We
need the elimination of a special tax of 2.3% in the name of a regu-
latory fee charged by Health Canada that neither alcohol nor tobac-
co pay. This is about $75 million off the bottom line of companies.

® (1125)

We need regulated formats that align with the cannabis con-
sumer, especially in edibles, where the regulatory prohibition push-
es people to consume untested products from the illicit market,
which are a risk to them and their children because the products
look like candy, chips and cookies.

We have presented these proposals for incremental change that
can create the conditions for companies to be successful and fulfill
the promise of legalization, including attracting more cannabis con-
sumers to the protections afforded by a regulated environment.

Thank you. I look forward to any questions that might arise.

The Chair: Thank you, Mr. Smitherman. I'm sure there will be
many questions.

We're going now to Fintechs Canada and Mr. Alex Vronces,
please.

Mr. Alex Vronces (Executive Director, Fintechs Canada):
Thank you, Mr. Chair, and members of the committee, for inviting
us to participate in this pre-budget consultation.

My name is Alex Vronces. I'm the executive director of Fintechs
Canada, which is an industry association of Canada's most innova-
tive financial technology companies.

Collectively, our members serve millions of Canadians on a daily
basis, which means that our members help your constituents man-
age their finances and pay for things every day. This is why the
premise of our pre-budget submission isn't an easy thing for me to
say out loud. We represent a growing chunk of the financial sector,
yet here I am to tell you that the financial sector is letting Canadian
consumers and businesses down.

Over the course of their lives, consumers pay thousands of dol-
lars in banking fees. For many of them, you can imagine that what
they're paying exceeds what their savings are able to generate in in-
terest. The Canadian Federation of Independent Business surveys
its members and puts out report cards on Canada's banks. They
consistently get low scores for their customer service, access to
capital, and fees. According to research from Payments Canada and
Ernst & Young, Canadian businesses pay $14 billion to $32 billion
every five years just to receive and send money.

The fees and customer dissatisfaction in Canada aren't unique.
What's unique in Canada is that we get to do something about it.
Other advanced economies, including much of Europe, the United
Kingdom, Australia and the United States, have had the same is-
sues, but they've been making their financial sectors work harder
for their citizens. They've been doing it by modernizing their finan-
cial sector laws and infrastructure.

In other countries, citizens have been put in control of their fi-
nancial information. This protects their financial security while giv-
ing them a way to access the tools they need to meet their financial
goals, but that's not yet in Canada. Millions of Canadians choose to
share their financial information in exchange for better services. A
great example of this is a program that lets Canadians use proof of
rent payments to build their credit score, so that one day they can
qualify for a mortgage.

The way Canadians are forced by their banks to share that finan-
cial information today is unreliable and risky. Businesses in other
countries have been given lower-cost and faster ways to send and
receive money, but that's not yet in Canada.
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Our members are finding that small businesses aren't being paid
on time, according to their own research. That is forcing businesses
to take out loans to make ends meet, whether that's to make payroll
or fulfill a new order. According to the World Bank, Canada is one
of the few countries in the world to not have a real-time payment
system. When the United Kingdom built theirs, one of our members
was able to slash costs for its customers by 20% immediately after
gaining access to it.

This is why we encourage the government to double down on its
recent commitments to make the financial sector more affordable
for Canadians.

We ask this committee to recommend that the government, one,
gives Canadians a way to shop around for the best services. It can
do this by implementing an open banking framework that puts
Canadians in control of their financial formation.

Two, we ask this committee to recommend that the government
protect Canadians' sensitive financial information. It can do this by
establishing an independent oversight body that's going to be the
referee of the framework, making sure that everyone is following
the rules.

Three, we ask this committee to recommend that the government
uphold the integrity of our financial sector. It can do this by sup-
porting Payments Canada's efforts to build a real-time payment sys-
tem.

Four, we ask this committee to recommend that the government
give Canadians lower-cost, safer and faster ways to send and re-
ceive money. It can do this by amending the Canadian Payments
Act to include credit unions and payment service providers in
Canada's supervised payment system.

Other countries have done this and more. While other countries
are making their financial sectors work harder for their citizens and
small businesses, Canadians continue to wait for a financial sector
that works harder for them.

On behalf of Fintechs Canada and all of our members, thank you
again for the opportunity to participate in this consultation. We and
our members are keen to keep working with all of you to make the
financial sector more affordable for Canadians.

® (1130)

The Chair: Thank you, Mr. Vronces.

Now we go to Oxfam-Québec. I understand the time is being
shared by Ms. Pelletier-Marcotte and Ms. Sarosi.

You have five minutes, please.

[Translation]

Ms. Léa Pelletier-Marcotte (Policy Analyst, Oxfam-Québec):
Thank you, Mr. Chair.

Members of the committee, I'm fortunate to have with me my
colleague Ms. Diana Sarosi, from Oxfam Canada. We thank you for
inviting Oxfam-Québec and Oxfam Canada to present some of our
recommendations today.

As we speak today, the world finds grappling with a multitude of
crises: climate crisis, humanitarian crises, inequality crisis, all exac-

erbated by the COVID-19 pandemic, armed conflict and inflation.
This context is conducive to weakening the foundations of democ-
racy and the erosion of rights, especially those of women and girls
worldwide. This is why Canada's next budget can and must be an
opportunity to ensure our shared prosperity by fighting against in-
equality and climate change, but also for women's rights and gender
justice.

In terms of development aid, given the current context, we need
to increase the international aid envelope by at least $1.2 billion in
additional funds over the 2021-22 level. Only such an investment
will enable us to truly reduce global inequalities and promote a
more stable, prosperous and greener global economy. In this regard,
Canada must do its part and increase climate change funding in
low-income countries, including more grants for climate change
adaptation and for loss and damage, while prioritizing projects de-
signed by and for women and girls and ensuring that they are in-
volved in decision-making.

The climate crisis threatens the present and future of people ev-
erywhere. To build a sustainable future and meet its climate com-
mitments, Canada must not only stop financing polluting projects,
but also equip itself with the regulatory framework needed for sus-
tainable finance.

A recent report by Oxfam-Québec on the carbon footprint of
Canadian banks concluded that, if the eight largest Canadian banks
formed a sovereign country, they would be the fifth largest emitter
of greenhouse gases in the world, notably due to emissions fi-
nanced by their investments, behind China, the United States, India
and Russia. We therefore recommend that legislation be passed to
ensure that Canadian banks have plans, targets and practices consis-
tent with Canada's climate commitments and the objectives of the
Paris Agreement that include measures to reduce financed emis-
sions.

® (1135)

[English]

Ms. Diana Sarosi (Director, Policy and Campaigns, Oxfam-
Québec): The soaring cost of living is now a predominant conver-
sation topic among Canadians. Low-income Canadians in particular
struggle with a cost-of-living crisis and a housing crisis, yet
Canada’s biggest corporations are reaping record level profits and
not paying their fair share of taxes. In 2021, corporations enjoyed
their lowest ever recorded income tax rate, despite having their
third-highest recorded profit rate, thanks, in part, to over $100 bil-
lion in federal pandemic support. Canadian corporations pay so lit-
tle tax that less than one week of revenues covered all their income
taxes for the entire year in 2022.



October 26, 2023

FINA-111 7

Meanwhile, public services that benefit all Canadians, such as
health care, disability care, long-term care, education and public
transport, remain dramatically underfunded. Also, a lot of the pub-
lic services, especially in the care sector, are disproportionately
done by women. In Canada, care workers make up nearly one-fifth
of the total employed labour force, yet the care sector is character-
ized by low wages, low status and poor working conditions, espe-
cially for racialized women. The sector is left with a recruitment
and retention crisis due to high levels of burnout.

Budget 2024 should respond to our current economic crisis by
investing in the people who keep our society strong and resilient.
Expanding the care economy and the public and emergency ser-
vices on which Canadians depend should be a core priority.

Establishing a national care economy commission can identify
current gaps, recommend solutions and best practices, and direct
federal investments in a strategic manner.

To pay for the essential services on which we all depend, the fed-
eral government should raise new public revenues by implementing
a wealth tax on the super rich and windfall taxes on large corpora-
tions that are reaping super profits.

The government should coordinate its investments in the care
economy with its sustainable jobs agenda. A just energy transition
presents a unique opportunity and avenue to promote gender equal-
ity and inclusiveness in the world of work. The sustainable jobs act,
Bill C-50, mentions “the creation of employment opportunities for
groups under-represented in the labour market, including women,
persons with disabilities, Indigenous peoples, Black and other
racialized individuals, 2SLGBTQI+ and other equity-seeking
groups”.

This will require significant investments and a workforce strate-
gy that explicitly recognizes care infrastructure as part of Canada's
climate resilience. Canada's care strategy and climate action must
come together in the sustainable jobs agenda.

To conclude, Canada's next budget should make clear that a more
green, stable and fair world would benefit all Canadians.

Thank you.
The Chair: Thank you to Oxfam-Québec and to all our witness-
es for their opening statements.

We're going to get right into members' questions. In the first
round of questions, each party is going to have up to six minutes to
ask questions.

We're starting with MP Morantz, please, for six minutes.
Mr. Marty Morantz (Charleswood—St. James—Assiniboia—
Headingley, CPC): Thank you very much, Mr. Chair.

Thank you for your presentations. They've been very interesting.

Mr. Asselin, I want to start with you. I found your opening state-
ment very insightful.

For the last couple of years, my colleagues and I have been argu-
ing that the central bank's program of money printing—essentially,
what they call “quantitative easing”—and the expansion in govern-
ment spending is inflationary in nature. We made that argument in

this committee several times. There's been very little buy-in, al-
though Tiff Macklem did confirm, when I was questioning him
about a year ago, that he thought that if government spending had
been less, inflation would have been less.

We've never had Governor Macklem come out and say how in-
flationary the fiscal policy of the government could be until yester-
day. During the monetary policy report press conference, he said
that we “expect government spending to grow at two and a half per-
cent. So, what that means is if all those spending plans are realized,
government spending will be adding to demand more than [to sup-
ply]. And in an environment where we are trying to moderate
spending and get inflation down, that's not helpful.”

Those are very strong words from a bank governor. Basically,
he's saying that this spending is causing inflation and making his
job harder.

Will you agree with that sentiment?
® (1140)

Mr. Robert Asselin: Thank you for the question, Mr. Chair.

1 would agree that for the last few years, fiscal policy has not
been aligned with monetary policy in that one has been working
against the other. It is harder for the bank to do its job to bring in-
flation back to 2% if the government keeps spending over 2%,
which is the price stability target for the bank over time. That's just
simple math.

By the way, this includes provincial governments as well because
they do spend quite a bit of money.

I think it's really important that, at the end of the day, fiscal poli-
cy is aligned with monetary policy. That's because we do want the
cost of living to come down for Canadians, and we do want Cana-
dians to have the purchasing power that enables them to live and to
be able to afford things. If we don't do that, we're just making the
lives of Canadians harder. I think that's just simple math.

Without going into the specifics, I would say that I very much
agree with Governor Macklem's comments yesterday.

Mr. Marty Morantz: Thank you.

You have written on this subject recently. This is in the context
of a government that likes to say it wants to help the middle class
and those working hard to join it. You wrote, “One fact is a govern-
ment doubling down on an expansionary fiscal policy in a time of
monetary tightening and high interest rates will work against the
best interests of the middle class.”
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Given your point—which I completely agree with—that fiscal
policy and monetary policy have not been working together, do you
have any confidence that this government is going to get spending
under control and try to bring them into line?

Mr. Robert Asselin: I think the finance ministerhas been saying
that she understands this.

I'm hoping the government will understand the importance of
bringing back spending to a reasonable level. Again, what's the fi-
nality here? The finality is to work for the benefit of Canadians.
The benefit to Canadians, with fiscal policy, is to bring inflation
back to 2% as fast as we can because the more time it takes, the
more painful it is in terms of the cost of living. It's as simple as that.

It's not a question of having a small government or a big govern-
ment. The question right now is just cyclical. We need to bring
spending back to a level that won't make Canadians' lives harder.

Mr. Marty Morantz: Thank you for that.

On the question of the Minister of Finance, she did say, for ex-
ample, in budget 2022, that the debt ratio was a line she wouldn't
cross. Now she's saying she recognizes the problem.

I do have some concerns about whether or not she might actually
follow through with the advice she's now getting from not only
people like you, but from the Governor of the Bank of Canada as
well.

In fact, I noted that in the paper you wrote with Governor Dodge,
you said that you have very little confidence that the interest cost
ratio and debt ratio will be able to be maintained over the rest of the
decade, even though the finance minister has also promised that
this was a line she would not cross and that it would continue to de-
cline.

What is the concern if the debt-to-GDP ratio continues to rise
over the rest of the decade?

Mr. Robert Asselin: The basic math is that the more you spend
on debt servicing, the less you have to spend on anything else, as |
said in my remarks. That includes health care, education and all the
things that I think Canadians cherish and want more of, including
international aid and more spending on defence. As we did in the
1990s, the more we spend on interest rates rising and servicing our
debt, the less we spend on these core missions of the state, the core
part.

I think it's important to say, Mr. Chair, that the fiscal anchor is
not an end in itself. What the fiscal anchor is trying to protect is the
ability of the government to preserve its capacity to give services
and programs to Canadians without hiking taxes and without cut-
ting programs. That was so difficult to go through in the 1990s
when we had to do it.

The whole idea is to preserve that capacity so that we don't have
to go back to a situation where governments, any governments,
have to do difficult things and then, unfortunately, hurt Canadians
with program cuts or higher taxes.
® (1145)

The Chair: Thank you.
Thank you, MP Morantz.

Now we go to MP Thompson, please.

Ms. Joanne Thompson (St. John's East, Lib.): Thank you,
Chair.

Welcome to all of the witnesses.

Could I begin with Professor Purdon, please.

In a recent article, you argued that carbon pricing has minimal
impact on the cost of living. Could you elaborate on that, please?

Mr. Mark Purdon: No, that's not what I was saying.

The question that was posed to me by the journalist was whether
carbon pricing was the primary cause of inflation. Inflation is a re-
ality. We're all feeling it, but the carbon pricing in Quebec is not the
primary cause of that inflation. It's more the macroeconomic and
political situation in Canada and the world right now, with con-
flicts, rising energy prices, shutting off oil, the results of COVID
and the supply chain disruptions. In that context, my comments
were to the effect that we can't blame the rising cost of living on
carbon pricing.

Ms. Joanne Thompson: Thank you.

On the same thread, there are those who say that, if we cut the
price on pollution to reduce the price on fuel and everything that
depends on that in the production chain.... If we went with this idea,
would the impact on the cost of living remain minimal or would
that have a tremendous impact on the cost of living?

Mr. Mark Purdon: I think that if you want to project how car-
bon pricing and associates of carbon pricing.... We can talk about
the price of the emissions allowances on the carbon market or the
backup carbon price. There are also the clean fuel regulations that
have been introduced, which you could say are a carbon price, al-
though it's a differently structured instrument.

We are going to see rising costs. The carbon tax is supposed to
rise to $170. That would add about 32¢ to a litre of gasoline, given
its current carbon content. I think clean fuel regulations would add
17¢ by 2030.

Yes, it's going to be politically sensitive. There's a lot of public
opinion research out there that suggests carbon pricing increases....
If you transform that into a sort of number that people can under-
stand like the price of gas, people are not so excited about it.
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One thing I can mention here, and I reference it a bit more in de-
tail in my submitted comments, is that we did a public opinion sur-
vey last year in Quebec. We asked people about different carbon
pricing scenarios, higher and increasing, and one thing that came
out in the results was very interesting. We also asked if they had an
electric vehicle. When people own electric vehicles, that trend of
declining support for increasing carbon pricing falls off. People are
ready to support a higher carbon price because they have an electric
vehicle. The downside is that only 8% of our respondents of our
sample had electric vehicles, so it was sort of a very minor effect.
The implication is that, if more people have access to these clean
technologies, they're going to support more ambitious climate poli-
cy in Quebec or in Canada.

The final note I would say is that the carbon price in Quebec is
linked with California. It's much lower, $47 versus $65. I know
these numbers are a little wonky, but it's quite effective in the sense
that a lot of emission reductions are being achieved in California. I
know there's a critique that it's an outflow of capital from Quebec
to California, but this is the situation with a lot of our economy. We
buy things from the U.S. and other countries because it's cheaper
for some reason. There's a logic behind that.

California is a bit of an outlier in the United States. Washington
has come online. Nova Scotia is part of this Western Climate Initia-
tive. It's generally cheaper, from my read of the literature, to reduce
emissions in the United States relative to Canada. There's going to
be a bit of that price advantage if we do emissions trading systems
linked with the United States. It may be something to explore be-
cause it does allow costs to be brought down. There are concerns
whether we are going to be able to hit that $170 target for the feder-
al carbon tax. I know that for some of the Conservatives in the
room, it's a very salient political issue right now.

There are some structures. I will just say that recently, in the past
few years, emissions trading systems have been emerging in many
other countries. China has one. There may be concerns there. India
and Brazil are also establishing ones. There are some carbon cli-
mate finance mechanisms that are being developed under the UN
under the Paris Agreement and the Glasgow Climate Pact that will
also have some opportunities for reducing emissions in co-opera-
tion with other developing economies where costs of reducing
emissions are lower.

It's something that Canada might want to revisit and consider.
® (1150)
The Chair: Thank you, MP Thompson.

Now we go to the Bloc and MP Chabot, please.

[Translation]

Ms. Louise Chabot (Thérése-De Blainville, BQ): Thank you,
Chair.

I would like to thank the witnesses for being here and for taking
the time to share the best potential solutions to be found in the bud-
get.

I would especially like to thank the representatives of OXFAM-
Québec. My first questions will be addressed to them.

You began by explaining the context in which we find ourselves,
which is one of crisis. Indeed, we are facing a housing crisis, a hu-
manitarian crisis, major wars, and they are all alarming. To combat
inequality, and particularly gender inequality, such as the circum-
stances of women and girls, one of your recommendations is that
the Canadian government increase its international aid, that it de-
vote its fair share of the budget, in other words. You recommend
that $1.2 billion be added.

How can we convince the federal government to invest this
amount of money? After all, this is an investment, not an expense.

What changes could this investment make?

Ms. Léa Pelletier-Marcotte: Thank you for the question.
I will begin answering.

[English]
I will yield to my colleague afterwards.

[Translation]

1 think the first way to convince the government would be to use
its own rhetoric, which is intended to be the rhetoric of a feminist
government with a feminist international aid policy that presents it-
self as the defender of rights and equality across the whole world,
as well as at home.

For Canada to make good on this promise, make a real difference
and promote equality for women and girls around the world, it
would have to use its own rhetoric to convince it to increase fund-
ing for foreign aid.

We're using the 2021 and 2022 figures because last year, before
the 2023 budget was adopted, we had already made a request for
additional funds to meet expectations.

However, that didn't happen. Instead, budget cuts were made.
That's why we're reiterating our request this year, so that the gov-
ernment really does keep its promise.

Ms. Louise Chabot: Thank you.
[English]

Ms. Diana Sarosi: Yes, of course there's more incentive, but
there's also a very pragmatic incentive in the sense that we all know
that countries that are gender equal are more stable and more pros-
perous.

Right now we're seeing a backlash against women's rights and
gender equality around the world. I don't think it's a coincidence
that at the same time we're seeing increased crisis, militarization,
conflict and so on. From a very pragmatic standpoint, it's in favour
of Canada's security itself.
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Our government has had to take Canadians out of countries
around the world. That is a huge financial drain, but also a logisti-
cal dilemma.

Our supply chains are affected. We are not our own economy;
we're part of the rest of the world. Everything is affected by what
happens in the rest of the world.

It's really a good—
® (1155)
[Translation]

Ms. Louise Chabot: I still have a little time and I'd like to ask
another question, if you don't mind.

What you are saying is very informative.

You've proposed a 15% tax on excess profits made by companies
during the COVID-19 crisis and during the financial crisis we're
currently experiencing. The government promised that major gro-
cery chains that made a profit will have to lower their prices. Fail-
ing that, a 15% tax could be imposed on them.

You advocate a 15% tax on excess profits. Do you think we
should adopt this measure or make it voluntary?

[English]

Ms. Diana Sarosi: Yes, we should definitely go ahead with that.
Again, we're hearing that the government is struggling to meet its
responsibility of delivering public services, yet we're seeing these
corporations reaping in record profits.

In budget 2023, a financial sector windfall tax was being intro-
duced. However, that's not enough. It really needs to cover all sec-
tors that are profiting from the crises we're seeing, whether that's
the energy crisis, food crisis, housing crisis and so on.

Yes, it's definitely a high priority.

The Chair: You have 45 seconds.

[Translation]

Ms. Louise Chabeot: It's rather stunning to hear “if they were a
sovereign country”... We wouldn't want that for them, but for our-
selves, yes.

If we give them plans and practices that are compatible with cli-
mate change... Can you tell us a little more about that?
[English]

The Chair: Give a very short answer, please.
[Translation)

Ms. Léa Pelletier-Marcotte: 1'd be happy to discuss this further,
but I think we could follow the example of the European Union,
which is already quite advanced in terms of banking regulations, ef-
ficiency and sustainable finance. I have a report on that subject and
could discuss it at greater length.

[English)
The Chair: Thank you, MP Chabot.

Now we're going to MP Blaikie, please.

Mr. Daniel Blaikie (Elmwood—Transcona, NDP): Thank you,
Mr. Chair, and thank you to all our witnesses for appearing today.

My first questions will be for Chief Bernard.

In the last budget there were more details about investment tax
credits for a range of clean technologies and things of that nature.
I'm wondering what you think the opportunities are for indigenous
communities to be able to make use of those ITCs.

In the development of those structures, what could government
and policy-makers here in Ottawa do to make sure that those result
in meaningful equity stakes for indigenous communities? What is
the potential for community benefit agreements and other tools to
ensure that it isn't just multinationals coming in and taking things
out, but that local people and indigenous people with rights to the
land and resources are also economic beneficiaries?

Ms. Joanna Bernard: I'm going to hand that question over to
my colleague, as I believe she was part of that submission last year.

Thank you.

Ms. Julie Pellerin (Senior Director, Economic Development
and Infrastructure Branch, Assembly of First Nations): In re-
sponse to the question of first nations participating in those pro-
grams as well, I think that we also need to address the fact that cur-
rently there's not enough funding for the first nations to be ade-
quately prepared to take advantage of those programs, so that's a
huge challenge for the first nations.

In our budget submissions, identifying those programs and pro-
viding support to those first nations in order to be prepared to take
advantage of any programs the federal government puts forward is
very challenging, so I might not be able to adequately respond to
you, but I think that the mechanism we need to put into place is
more important than addressing a specific program.

The pre-budget submission process for the 634 first nations that
the AFN advocates on behalf of is not adequate for us to be able to
provide the rationale for why we're asking for these priorities to be
funded. I think that it's not an investment or a funding request. It is
asking Canada to uphold its fiduciary responsibility and, by doing
that, our mechanisms that we propose would be a new fiscal rela-
tionship whereby Canada negotiates and discusses collectively and
collaboratively with the first nations in order to have a different,
distinct, first nation-led process for its budget request.

I think as well that, with your permission—thank you for having
invited us to present here—maybe I could yield some time to the
national chief to do her closing comments.

® (1200

Ms. Joanna Bernard: Thank you.
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I want to remind you that Canada is delinquent in substantial and
overdue debt and continues to incur court costs, lose court cases
and settle court challenges. While these are long-term investments,
they also represent an opportunity for Canada to repay its debts in
good faith to first nations.

I ask for the support of this committee in saying to Canada that it
is in all our interests that you pay the debt. Economic reconciliation
requires Canada to abandon its adversarial legal approaches to ful-
fill its fiduciary obligations to first nations. Paying this debt will
demonstrate Canada's commitment toward progress in our shared
journey towards truth, healing and reconciliation.

With appreciation for your attention, the AFN and I thank you
very much.

Mr. Daniel Blaikie: Thank you.

Chief Bernard, with what time I have remaining, I noticed your
pin, and I wondered if you could speak briefly to the importance of
establishing a red dress alert system in Canada. The New
Democrats have been calling for it—

Ms. Joanna Bernard: It's red on red, and you noticed it. That's
great.

Mr. Daniel Blaikie: Yes, I noticed.

New Democrats have been calling for it, and I think that I have
had good leadership with my colleague from Winnipeg Centre,
Leah Gazan, on this file. I'm wondering if you could speak to the
importance of getting that up and going quickly.

Ms. Joanna Bernard: Oh, absolutely. It's something that goes
hand in hand with the MMIWG, the missing and murdered indige-
nous women and girls. It's very, very important, but I think we
might have gone a little too fast in pushing to have the name MMI-
WG, because we are getting a lot of requests from the Assembly of
First Nations across Canada in reference to boys and men. I'm
thinking and trying to figure out a solution not to have another set
of MMIWG, but try to figure out how we could do this and save
funding if we could find an all-inclusive, as well as the
2SLGBTQIA+ community and neglected indigenous peoples.... It's
something that's bigger than what it is now, and I'm hoping to get it
to that point where everybody and everyone is included and it's all-
inclusive.

Mr. Daniel Blaikie: Thank you very much.
The Chair: Thank you, MP Blaikie.

Members and witnesses, we're into our second round of ques-
tions, and timings are a little bit different in this round.

We're starting with five minutes for MP Lawrence.

Mr. Philip Lawrence (Northumberland—Peterborough
South, CPC): Thank you to all the witnesses for being here. Every-
one did a great job of presenting material and we really do appreci-
ate you being here.

Unfortunately, as a committee, we have to make such weird tran-
sitions from one subject to another subject.

Mr. Asselin I'm going to talk to you a little bit about productivity.
It's something that you've talked about. We've heard a lot about pro-
ductivity from all sides of the table.

I don't wish to get into a partisan discussion; I just want to talk
meat and potatoes here about productivity. One comment from your
article entitled “New Trudeau cabinet, same old spending—this
hurts the middle class” was, “Redistributing borrowed money may
look virtuous, but at the end of the day it will make us all collec-
tively poorer.” Then you go on to talk about the 23¢ on every dollar
that goes towards debt servicing.

Can you talk about that and the impact of the government spend-
ing money? Although it might have the best intentions, it actually
will hurt the most vulnerable in our society. Do you agree with
that?

Mr. Robert Asselin: Thank you for the question, Mr. Chair.

I think it's fair to say that we do have a growth problem in this
country and a business investment problem, which is obviously
linked to productivity. The way to remediate this problem is to have
pro-growth policies and a pro-growth framework that allow us to
grow our economy, so that we can do all the good things that I
think people around this table want to do for our economy and for
Canadians.

In the absence of growth and in the absence of productivity en-
hancement in this country, unfortunately we'll just do deficit financ-
ing on every new measure. That leads to more debt servicing and to
governments at some point making hard decisions on program cuts
or raising taxes, which would decrease business investments.

The other thing I would say is that we live in a very competitive
world. The U.S. has moved aggressively on the IRA. It has led to
huge business investments. Here, I would say that we're still very
tentative. All these tax credits the government put forward for the
green transition are yet to be implemented. I cannot stress enough
how important it is that we compete on a level playing field that al-
lows business investments to grow.

Therefore, we need more business investments to do all the good
things that we need to finance.

® (1205)

Mr. Philip Lawrence: I think that's right. In listening to some of
Mr. Morneau's comments, I think he would echo a lot of those com-
ments with respect to the lack of growth.

Is it a bridge too far, Mr. Asselin, to say that if this government
continues to spend at the rate that's ever growing, at 2.5% or be-
yond, that we're going to start to put at risk some of our social poli-
cies, social benefits and some of the things that Canadians hold
dearest, if we don't get our spending under control?

Mr. Robert Asselin: I certainly don't like the trend we're on. As
I said in my remarks, the big game-changer here is that interest
rates are now higher than growth rates. That will affect the primary
deficit, which will just grow by itself.
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As I think Mr. Dodge explained to this group last week or previ-
ously, this is what happened in the nineties. We were not able to
generate enough growth to reduce our deficit. Growth has to come
first.

Mr. Philip Lawrence: Thank you very much.

On the same topic of economic growth and innovation, I'm going
to switch to Mr. Vronces.

I'm going to ask you a flippant question, but I think it's important
to underscore your point because the government members don't
seem to be able to understand this.

What year is it and what season are we in?
Mr. Alex Vronces: It's 2023 and it's looking like fall outside.
Mr. Philip Lawrence: Okay, that's my understanding, too.

When did the government say it would have open banking legis-
lation in front of us?

Mr. Alex Vronces: It was no later than the beginning of 2023.
Mr. Philip Lawrence: We're well past the beginning of 2023.

Are you aware of any legislation that's been passed or put in
front of the House of Commons with respect to open banking?

Mr. Alex Vronces: No legislation has been put forth.

Mr. Philip Lawrence: Switching topics, but in the same vein, [
don't think many Canadians understand this. Perhaps you can help
explain this to Canadians.

I think most Canadians believe that when they use their Interac
card or their credit card, it's in real time, that it's instantaneous. It's
actually not, to my understanding. To use a colloquialism, it's a lit-
tle bit like a duct-taped system, just to make those payments go
through. Not only is that system weak and potentially vulnerable,
it's also holding us back with respect to developing as an economy.

Is that true?

The Chair: I need a 15-second answer, because we're out of
time.

Mr. Alex Vronces: Though a lot of these payments feel like
they're being made in real time, they are not, and the institutions
making them are essentially fronting money to one another, creat-
ing credit risk in the system.

The Chair: Thank you. That was 11 seconds, which was great.

Now we're going over to MP Baker for five minutes.

Mr. Yvan Baker (Etobicoke Centre, Lib.): Thanks very much,
Chair.

Thanks to all the witnesses for being here today. What a wonder-
ful panel, and I wish I had at least five minutes with each of you,
but I don't. I apologize to those who I won't have a chance to ask
questions of, but know that we value your presentations and that
we're listening to your responses to the questions of others as well.

Before I begin with the person I want to ask questions of, I will
say that it's great to be here with a few folks who I know well,
George Smitherman in particular. He's former deputy premier of
Ontario and, as I recall, someone who grew up in my riding of Eto-

bicoke Centre. He now lives in Etobicoke North, which I try not to
hold against him. It's still a sore spot for me, but it's good to see you
here, George.

Chief Bernard, it's wonderful to see you here and all the others as
well. Thank you.

1 going to start with Mr. Asselin.

Sometimes what happens when the Governor of the Bank of
Canada or anyone else speaks, there are certain MPs who have se-
lective hearing. They hear the things that they want to hear and
maybe don't hear the things they don't want to hear.

We've had the Bank of Canada governor come to this committee
multiple times, and he's spoken here and publicly about what's
caused inflation. What's he's talked about is the war in Ukraine and
the impact that's had on food and energy prices around the world.
He's talked about supply chain bottlenecks post-COVID. He's
talked about extreme weather events that have caused droughts and
floods that impacted our agriculture sector around the world. He
and many others have come to this committee, and they are objec-
tive, non-partisan experts on the economy saying that these are the
major causes of inflation.

Would you agree with that?

® (1210)

Mr. Robert Asselin: I would agree that they were major compo-
nents to inflation rising, and all the ones you mention, I think, are
correct.

Mr. Yvan Baker: It's interesting, because we had someone who
is an expert in agriculture and the price of food come to speak with
us. I think it was the last meeting that we had here last week. He
echoed what we just talked about, but he talked about how the
cause of food inflation that Canadians are feeling in particular,
which is the area I hear the most concerns about from my con-
stituents in Etobicoke Centre, is primarily caused by these factors. I
think it's important to note that.

You've talked a little bit today about the fiscal future and that
you'd like to see restraint. I think the challenge that I have as a
member of Parliament is that most of my constituents, but also, I
think, other folks who are sitting here today.... We hear from a lot
of folks here. I hear from a lot of folks in my community who say
that we need to invest in more here. We've heard from the chief.
We've heard from the Business Council of Canada. We've heard
from Oxfam and others. There are a lot of demands for government
to increase spending in certain areas, and there are existing pro-
grams that people depend on.
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To get to the fiscal position that you're suggesting, what are the
things you would have recommended that we not spend money on
or that we should not spend money on going forward that we are
spending money on? What should be cut? That is what I'm asking.

Mr. Robert Asselin: It is for the elected government to decide
where it wants to put its focus in terms of spending priorities. What
I'm saying is that, going forward, the fiscal framework that has a
structural deficit in the context of high interest rates and rising go-
ing forward will put these very important priorities—I agree with
you, they all are important—in jeopardy, so this is what we want to
preserve. We want to preserve health care. We want to preserve
post-secondary education. We want to preserve international aid.
By spending more, unfortunately, you will put these things in jeop-
ardy, in my opinion.

I'm not here to say to the government where they need to cut.
What I am saying is that the trajectory of spending right now is not
sustainable.

Mr. Yvan Baker: The corollary to that is, if we followed your
advice, we would have to find something to cut. You're presenting a
problem, but what is the solution?

Mr. Robert Asselin: The first solution is to grow the economy
higher than what we have right now, which is stagnation. Because
inflation was high, the Bank of Canada had to do a lot of work here,
but going forward, a growth rate, a real GDP of 1% or below 2% ,
will make it very difficult for the government to finance the things
it wants.

Again, I'd love to have all these great social programs sustainable
and protected, but without growth in a high-interest rate environ-
ment, we will struggle to keep them in place, unfortunately.

Mr. Yvan Baker: Is that my time?

The Chair: Yes, that is your time, MP Baker.

We are going to MP Ste-Marie for two and a half minutes,
please.

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

I welcome my colleagues and all the witnesses, whom I thank for
being here today. I also apologize for arriving so abruptly.

Mr. Baker, I regret having a chairman who is so strict with com-
mittee members. I think he's just as strict with witnesses.

Madame Pelletier-Marcotte, I believe you had started to tell us
about the recommendations regarding decarbonization or the car-
bon footprint as it relates to Canadian bank portfolios.

Could you expand on that?

® (1215)

Ms. Léa Pelletier-Marcotte: Indeed, last fall, Oxfam-Québec
published a report on the carbon footprint of Canada's banks and
major deposit-taking institutions.

We realized that, if they were a sovereign country, they would be
the world's fifth-largest emitter of greenhouse gases, not just be-
cause of their day-to-day activities or energy sources, but because

of the emissions they finance. This would place them behind the
USA, China, India and Russia.

We're asking the federal government to take the lead and be am-
bitious about how we regulate the banking sector, since it's not
moving forward on its own. We're asking for a little nudge through
legislative and regulatory measures that would force financial insti-
tutions to be more ambitious and disclose the full carbon footprint
of all their portfolios, including their investment portfolio.

We also want Canada, like the European Union, to adopt a green
taxonomy that clearly defines terms like “sustainable” and “green”
and is transparent to Canadian consumers and savers.

An expert panel examined the issue of sustainable finance in
2019 and made several recommendations, which were not adopted
in full. We recommend that they be adopted in their entirety.

There's also a bill before the Senate, Bill S-243, which is pro-
gressing slowly. It's not perfect, but it would be a good start
nonetheless.

We also want recognition that polluting investments in polluting
industries present a significant financial risk to Canada's economic
vitality.

Mr. Gabriel Ste-Marie: Thank you very much.
[English]

The Chair: Thank you, MP Ste-Marie.

We'll now go over to MP Blaikie.
[Translation]

Mr. Daniel Blaikie: On the same topic, do you think that
Ms. Freeland's decision regarding the acquisition of HSBC by Roy-
al Bank of Canada, or RBC, has any implications, whether symbol-
ic or strategic, for the future of Canada's financial sector and its
ability to invest in a greener economy?

Ms. Léa Pelletier-Marcotte: Thank you for the question.

I can't give you a specific answer. I'm neither an economist nor a
specialist in either competition or the banking sector. However, I do
think we should be concerned about the reduction of competition in
all areas, including the banking sector.

Our report doesn't target any particular banking institutions more
than others, but it's no secret that RBC's investment portfolio is
quite problematic.

As for the HSBC acquisition, we'll have to see what's driving it.
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[English]

Mr. Daniel Blaikie: In terms of competition in the financial in-
dustry and this problem that you've highlighted of an oligopoly that
tends not to have a sufficient amount of competition, are you con-
cerned that approval of the RBC-HSBC merger will tend to perpet-
uate the current less-competitive culture in Canada's financial sec-
tor? Do you think that this could have negative consequences for
Canadian consumers of financial products?

Mr. Alex Vronces: Though the association is not close enough
to the particulars of the deal to have an informed opinion about
whether the acquisition should be approved or disapproved, we
don't think the decision should be taken lightly.

The five big banks in this country control 90% of the banking as-
sets. They also control a lot of financial infrastructure. They gate-
keep in that financial infrastructure. Any decision that does signifi-
cantly lessen rivalry between our banks will just put upward pres-
sure on banking fees, customer service, cost of capital and all the
things we need to grow the economy.

Mr. Daniel Blaikie: Thank you very much.
Thank you, Mr. Chair.

® (1220)
The Chair: Thank you, MP Blaikie.

We go now to MP Hallan for five minutes.

Mr. Jasraj Singh Hallan (Calgary Forest Lawn, CPC): Thank
you, Chair.

Thank you to the witnesses for being here.
Mr. Asselin, my questions will be for you. Thanks for being here.

In a recent letter to Chrystia Freeland, Goldy Hyder said that he
wanted her to avoid spending in the fall economic update and to
“set a clear fiscal anchor focused on managing the growing cost of
servicing debt.”

Numerous people, whether it's the former governor of the Bank
of Canada, David Dodge, the current Governor of the Bank of
Canada, Tiff Macklem, or even the Minister of Finance, Chrystia
Freeland, have all said that deficits fuel inflation. Because of that,
in the last 19 months, there have been 10 interest rate hikes, putting
Canada most at risk in the G7 for a mortgage default crisis now. All
of that spending led to inflation and to these interest rate hikes, and
now Canada is in a really risky position.

To quote Goldy in that letter, "With long-term interest rates at the
highest they have been in years, it is irresponsible to suggest that
economic growth will be higher than interest rates for years to
come,” and as you said, “Governments can no longer run perma-
nent large deficits without fear. The era of low interest is no longer
with us, and that is a reality the government must address.”

Can you reiterate whether one of those fears is this mortgage de-
fault crisis? What other fears are you talking about when you say
“fear”?

Mr. Robert Asselin: Thank you for the question, Mr. Chair.

To me, the faster we go back to price stability, which is 2%, the
better it will be for the economy, for Canadians and for the govern-
ment to get back into a position—to your point—where we can
reinvest and grow the economy, and where we're not worried about
putting too much debt onto future generations.

The more time it takes to get back to 2%, the more painful the
crisis of affordability will be. The higher the prices remain, the less
good it is for all Canadians.

This is why fiscal policy right now needs to be very disciplined.
We need to be very disciplined. This is not a political statement
from me. It's just a policy stance.

Mr. Jasraj Singh Hallan: Is it disciplined right now?

Mr. Robert Asselin: I think Governor Macklem was correct yes-
terday when he said that over 2% growth in spending for govern-
ments doesn't help him to bring inflation back to 2%. That's just a
factual thing. I don't want to go into the politics of it. It's just math.

We need to go back to 2%. I think the governor is keen to go
back to 2%. He understands the importance of it. We, as a country,
have decided that 2% is important for inflation and for price stabili-
ty, and the more time it takes, the more painful it will be for Cana-
dians, unfortunately.

Mr. Jasraj Singh Hallan: In that vein, as we were discussing in
pre-budget consultations, I believe it's really important that we in-
clude the context of where Canada is in terms of the battle of fiscal
and monetary policy and its effect on inflation. Yesterday, the Gov-
ernor of the Bank of Canada, Tiff Macklem, at his monetary policy
report press conference reiterated his concerns around government
spending adding more to demand than what supply can keep up
with. In other words, when you have too many dollars chasing too
few goods, you get inflation.

The Liberals have had inflationary deficit after inflationary
deficit, adding more to the national debt than every government be-
fore them combined. That flooded the economy with money, driv-
ing up demand, while historic low productivity meant supply could
not keep up. As a result, we have 40-year highs of inflation, fol-
lowed by the fastest interest rates hikes in Canadian history; and
now mortgages, household debt and even government debt are all
more expensive. As we discuss with Canadians what Canadians
need to see in the next budget, I think it's important that we include
the context given yesterday by Governor Macklem.

That is why I wish to move the following motion:

That the committee concur in and report to the House of Commons the com-
ments made by the Governor of the Bank of Canada on October 25, 2023, when
he said quote, “We expect government spending to grow at 2.5 per cent. What
that means is, if all those spending plans are realized, government spending will
be adding to demand more then to supply is growing and in an environment
where we are trying to moderate spending and get inflation down, that’s not
helpful.”

I'd like to move that motion and continue on.

The Chair: The motion has been moved by MP Hallan.
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MP Blaikie.

Mr. Daniel Blaikie: I presume notice had already been given of
that motion, or is he giving notice today and then moving it on an-
other day?

The Chair: He is giving notice right now, at this moment.
® (1225)

Mr. Philip Lawrence: On a point of order, I believe that this is
permitted because we are on the same topic of the day, so notice is
not required.

The Chair: It does pertain to the PBC.

Mr. Daniel Blaikie: I'm sorry. It's not obvious to me that a mo-
tion to agree with a statement that was made outside the context of
this room is germane to a pre-budget consultation. If it was a mo-
tion that had something to do with how we were going to conduct
ourselves in a pre-budget consultation, that would be one thing. If it
was something arising out of testimony, it would be another thing.

This is completely another thing. It's fair game for Mr. Hallan to
give notice of a motion like that today, but I don't see that it's rele-
vant to our pre-budget consultation study except in so far as Con-
servative members have talked about what the Governor of the
Bank of Canada has said, but I think that's pretty slim grounds pro-
cedurally to be able to move a motion like this without notice.

The Chair: Thank you, MP Blaikie.
We're going to suspend, and I'll confer with the clerk.

After conferring with the clerk and the analysts, in my opinion, it
does not pertain to the PBC.

We will continue with our meeting.

Mr. Philip Lawrence: Mr. Chair, I have a point of order. This
has happened a couple of times, and that's why I raise this.

We've had discussions and debates with respect to the adminis-
tration of this committee. Conservatives have raised an issue. We've
heard the other side, but we don't often get a chance at a rebuttal,
which I don't think.... I think it actually violates the principles of
natural justice.

The Chair: That's not a point of order. I've made my decision.
You can challenge my decision, MP Lawrence, but I've made my
decision.

Mr. Philip Lawrence: Mr. Chair, that was a point of order. It
was pertaining to the future operation, which is what a point of or-
der is. It's about the rules of the committee, and I was making a
valid point of order with respect to the operation, so it was a valid
point of order.

I just put it in your ear for going forward. It was meant to be in-
structive going forward, not with respect to this decision, and I am
aware that I can challenge your decision, as I have done before.

The Chair: MP Baker.

Mr. Yvan Baker: I'd like to raise a point of order on that very
topic of how we work going forward.

I think it's important that we respect the witnesses who are before
us and are here to present. Many of them have travelled here to
speak about pre-budget consultations, so I would suggest, as we

move forward as a committee, that we refrain from political grand-
standing and debates before the witnesses, and that we set aside
time for that if that's where the committee wants to spend its time.

The Chair: Thank you, MP Baker for that.

We do have a great group of witnesses here. We would like to re-
spect the witnesses, and we would like to get back to the questions
and answers.

Mr. Philip Lawrence: We would like to respectfully challenge
the chair, and this is why:

We believe that the motion directly talks about spending, and
pre-budget consultations are primarily about how the government is
spending the resources. We believe we're solidly within the topics
raised today and, in fact, that testimony was not only raised once
but multiple times at this committee prior to bringing the motion.
One of the things that of course Conservatives are keen on, and
that, in fact, we've heard from Mr. Asselin as well as numerous oth-
er witnesses, is that spending should be brought under control and
that monetary and fiscal policies should be brought together as op-
posed to operating separately.

As John Manley said, this government continues to hit the infla-
tionary gas pedal, and we need that to stop so that Canadians can
keep a roof over their heads.

® (1230)

The Chair: Thank you, MP Lawrence.

The question is whether the decision of the chair should be sus-
tained.

(Decision of the chair sustained: yeas 7; nays 4)

The Chair: The decision is sustained, so we'll get back to our
questions and answers.

MP Hallan you have a minute.

Mr. Jasraj Singh Hallan: Mr. Asselin, Phil Cross appeared be-
fore our committee recently and reiterated his concerns about
Canada's productivity. He noted productivity as low as it was in the
1930s—the Great Depression, literally.

Professor lan Lee, and the former governor of the Bank of
Canada, David Dodge, also warned about Canada's declining pro-
ductivity.

How concerned are you guys about the impact of these high in-
terest rates, low productivity and the lack of investment coming in-
to Canada? Is there a link between those?

Mr. Robert Asselin: Mr. Chair, absolutely.

Structurally, these things cannot continue, otherwise our living
standards will decline, unfortunately, as a country.
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I'm happy to see the wage increases for workers right now, but
they're not sustainable if we don't have the productivity that comes
with them. At some point, we're going to have to become more in-
novative and productive to sustain these wage increases. Otherwise,
they will be inflationary, and it will just make the Bank of Canada's
job more difficult, unfortunately.

The Chair: Thank you, MP Hallan.

Now we're going to MP Weiler, please.

Mr. Patrick Weiler (West Vancouver—Sunshine Coast—Sea
to Sky Country, Lib.): Thank you, Chair.

I appreciate getting back to the testimony from our esteemed wit-
nesses. | appreciate what they've already provided to our committee
today.

I would like to turn my questions to Mr. Smitherman and the
Cannabis Council of Canada.

It's really incredible to think that an economic sector that was
created out of nothing in just three years invested $45 billion into
the Canadian economy and 150,000 broadly distributed jobs across
Canada through the legalization of cannabis.

Given that cumulative taxes have reached the level you men-
tioned, it's not surprising that so few companies are at profitability
today. I understand that the structure and formula of the excise tax
has greatly contributed to the relative tax that's paid by producers
and that this formula may have been based on an assumption that
no longer holds true.

I was hoping you could explain this to the committee.

Mr. George Smitherman: Thank you so much for the question
and for your interest in our sector.

At the heart of it, when cannabis was first proposed for adult use
through recreational legalization, the premise that Finance ad-
vanced was that a $10 gram would have a $1 tax. We have the $1
tax—it never changes—but the gram is $3.50, so the ratio of the tax
is enormous. Actually, as our producers have reduced prices—anti-
inflationary—over the last number of years, the implication has
been that the ratio of the tax has even grown.

When you look at, say, a one ounce bag, 28 grams, which is a
pretty common purchase, upwards of 50¢ or frequently 60¢ on the
dollar is going to government in one form or another. This varies by
province because we have a lot of different models out there. It's
just not leaving enough for the regulated sector on either side—
that's the retailers, and the producers that I represent, who've been
involved in that $45-billion investment in those first three years—
which produced, by the way, out of that $45 billion alone, $15 bil-
lion in taxes for governments in all forms.

Mr. Patrick Weiler: What impact would returning the tax struc-
ture to the original intent of 10% have on the profitability of the
sector?

Mr. George Smitherman: I think that the impact would be that
we'd be doing a better job of fulfilling the obligations of legaliza-
tion, which included getting as many cannabis-consuming Canadi-
ans as possible to consume safer and tested products.

The impact on profitability would be very positive, and the im-
pact of that would be that cannabis companies would be able to pay
taxes across the range of taxes, rather than just seeking to pay their
excise.

Seventeen per cent of companies being profitable after five years
is a significant canary in the coal mine for those many companies
that are invested and are operating in communities, many of them
in small, rural and relatively remote communities. They're operat-
ing in very challenging constrained times, as there is no additional
capital available for the sector.

® (1235)

Mr. Patrick Weiler: Further to that, you also mentioned in your
opening statement that the sector is facing challenges accessing ba-
sic financial services or facing usurious rates if they do.

I was hoping you could please explain to the committee why that
is and what that looks like.

Mr. George Smitherman: It's a situation where the big banks
don't have any interest in participating in providing services to
small companies. I run an industry association that does not touch
cannabis. TD Bank, which is my historic banker, doesn't want to
touch our association. We're forced to go and get our services from
Alterna Savings. They charge our association, which doesn't touch
cannabis, an extra $4,000 a year and $100 a month just for the priv-
ilege of having operating accounts. Those independent retailers that
many of you will have in your ridings, depending on the province
you're from—understand that those retailers are burdened with the
lack of access to financial services and are frequently forced to pay
outrageous amounts just to get basic banking services.

Another point mentioned by Alex was that they are sometimes
proprietary, such as the big banks around the use of the Interac sys-
tem. One of the ironies is that our legitimate, legalized, regulated
sector does not have access to financial services, but the same
banks and their Interac system operate and provide lots of services
to the online illicit market. As well, Canada Post delivers those il-
licit products. There's a real stinging irony to that circumstance for
many in the legalized cannabis sector.

The Chair: Thank you, MP Weiler.

I'm just looking at the time. I want to get through another round.
This will be our third round. I will have to be pretty strict on the
time. I'll say [Inaudible—Editor] MP Ste-Marie for that.

We'll start with MP Chambers for five minutes.

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

Mr. Smitherman, welcome. It's always nice to see a neighbour
here at committee.

I want to stay with you for a minute on the excise tax. I under-
stand the principal basis for which we might request that the gov-
ernment review their position. If they're not inclined to do so,
there's also an issue or an opportunity with labelling, is there not, to
reduce the costs placed on producers that could save them signifi-
cant amounts of money?
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Mr. George Smitherman: Yes. The operation of the excise tax,
which includes this stamp, quite an onerous application on the wide
variety of products that we have, as well as the means of remitting
excise in its own right are two operational matters that could be ad-
dressed and significantly assist with bottom-line costs for cannabis
operators.

I could say also that we pay a regulatory fee. That is a priority
that we have advanced to the government that they might get at to
offer more urgent relief.

Mr. Adam Chambers: My understanding is that the overbur-
dened requirements for physical labelling create a lot of costs for
producers. If you moved to accepting a digital label or a scanned
QR code, you wouldn't even have to touch the excise tax. You
could strip out a lot of cost for industry, correct?

Mr. George Smitherman: Yes, it's true. In a certain sense, this
is what we might call a non-cost item for government—or for “gov-
ernments”, because obviously the provinces and territories are part-
ners in this matter. That would be an opportunity to significantly
abate operating costs.

For anyone who has purchased a cannabis product, and if you
haven't, go try one out—

Voices: Oh, oh!
Mr. George Smitherman: —we have a range of products.
Mr. Philip Lawrence: Did you bring samples?

Mr. George Smitherman: We can't bring samples, sadly. That's
not legal. But I was anticipating the question.

Voices: Oh, oh!

Mr. George Smitherman: For anybody who's witnessed it, we
have a stamp model where for every province and territory a pro-
ducer must apply that province or territory's stamp. They're really
tricky. It's pretty much a manual process. That makes it very expen-
sive.

The worst is the circumstance where you ship your product to
Saskatchewan, let's say, and it isn't moving. If you want to bring it
back and reapply it into Manitoba, the stamps have to be removed
by hand. They have to be stuck to a piece of paper. They have to be
resubmitted to CRA. For any one that you lose, you have a $30 fine
and six months to wait to get paid back, etc. This is an area of sig-
nificant opportunity for operational cost reduction without losing
anything, if you will, from the revenue side for governments.

® (1240)

Mr. Adam Chambers: How many times per year is a producer
audited by CRA?

Mr. George Smitherman: The producer is audited by CRA at
least quarterly, I think. The thing is that audits that were in place
before COVID fell off during COVID, which created quite a co-
nundrum for a lot of companies who got kind of out of sorts with
CRA. That is causing some very, very aggressive collection work at
the moment.

There's also a lot of duplicative auditing. We have a regulatory
system called CTLS that Health Canada runs. Very frequently the

audits that we're involved in with CRA are a duplication of the
same information that's already been shared in those systems.

Mr. Adam Chambers: Thank you. That's very helpful. If they
move the excise sticker to a digital one, it makes no difference, it
can save a lot of money and we can move on.

Mr. Asselin, the government has had a varying number of fiscal
anchors over eight years. A tweet from the Minister of Finance yes-
terday seems to indicate that the new fiscal anchor is that we have
the lowest debt in the G7 and we have the lowest debt-to-GDP in
the G7. In your mind, does that count as a fiscal anchor? If not, |
think you recommended one. Maybe you can explain why.

We have 30 seconds. I'll stay on time for the chair.

Mr. Robert Asselin: Thank you, Mr. Chair.

Yes, I think the debt anchor that the government has right now is
not one that we're going to be able to meet, frankly. The debt-to-
GDP ratio is going to go up this year and probably next year. Un-
fortunately for the government, it doesn't look like the fiscal anchor
will be respected.

We think debt servicing costs of 10% of revenues is reasonable.
We think that will prevent all the bad things that I explained earlier.

The Chair: Thank you, and thank you, MP Chambers.

Now we will go to MP Dzerowicz for five minutes, please.

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

Thanks to all the witnesses. I have 10 minutes of questions for
each one of you, so I don't have all the time I would like to have.

Mr. Smitherman, thank you for being here. You have a long his-
tory in politics. You have done an enormous service to Ontario and
to our country, so thank you so much. Thanks for taking on this
enormous role. You've been very clear in terms of your recommen-
dations around the adjustments to the excise tax, the elimination of
the health tax fee, and the regulated format for things like edibles,
etc. Thank you for being clear. Bem-vindo to your board director.
It's nice to have him here as well. I don't have any questions for
you. I just wanted to say that your recommendations were clear.

Mr. Asselin, you are not a stranger to this committee. You have
been here fairly frequently. We're always pleased to have you. Your
messages have also been very clear on keeping spending to 2%, a
comprehensive program review, a new fiscal anchor, the IAA clari-
ty, and certainty and predictability. The thing that I'm slightly disap-
pointed on—I'm going to shift over to Mr. Vronces, but I'm hoping
to come back to you if I have time—is that I would love to have
heard more suggestions from you on growing the economy.
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As you know, I have spoken many times to Mr. Hyder about in-
terprovincial trade barriers. This is a huge thing. If you think it's a
huge thing, then you're never going to be able to tackle it, but there
are ways to break it down and there are things that we can do. Hav-
ing suggestions that are productive from the Canadian business
council would actually be helpful to us.

The productivity levels in business investment—this is not a new
thing. It didn't just happen overnight. It didn't happen over the last
four years. Productivity is something we've been dealing with for
30 years. We have issues around the Competition Act. We know
this. We know that we have productivity issues. We know that we
have business investment issues. We know that our businesses are
not investing in machinery. They're not investing in training. It is a
problem.

It would be really helpful if you could actually come to us and
say, “Here is how you can get businesses on track. Here is how you
can provide some incentives to get more businesses to provide
those types of investments.” That would be helpful to us. If we
don't have time today, I'd be grateful if you could actually make
that submission to our—

® (1245)
Mr. Robert Asselin: We need to get it solved.

Thank you, Mr. Chairman.

With great respect to the member, I think I've written at least four
or five papers on industrial policy, innovation and productivity. We
have a lot of solutions for these problems.

Ms. Julie Dzerowicz: That's great, Mr. Asselin, but it would
have been great if you'd mentioned that today: Here's what you
need to do in terms of restraining your growth; here's where you
need to focus on; and if I had to give you one or two or three rec-
ommendations for federal budget 2024, this is where we'd like them
to go.

Mr. Robert Asselin: I did mention permitting. I did mention im-
plementing tax credits that the government announced last budget.

Ms. Julie Dzerowicz: Yes. Actually, that's the other thing I
wanted to mention. We did put quite bit of money into our clean en-
ergy federal tool kit. We'd love to hear feedback from you that, for
instance, it's great on these levels, but here are the things you need
to be adjusting. I say with all genuineness that we want to get it
right. It is fundamental that we get that right. So if you could pro-
vide that, that would be great.

I'm hoping to come back to you, Mr. Asselin, but right now I'm
going to Mr. Vronces.

Look, I'm a big supporter of open banking. I have been a big sup-
porter and am on record for that. There was testimony from Mr.
Sabia, the former deputy minister, at a Senate committee in May
2023, earlier this year. He indicated very clearly that the federal
government is actually seized with this. We are trying to make sure
we're moving as fast as possible. He said that right now there's a
complexity around how we can provide the stability that the system
needs while moving and shifting into open banking in a world that
is highly unpredictable right now.

I just want to let the record show that this is something that we
have indicated is a priority for our government, and imminently we
hope to be able to put that forward.

My question for you, in my remaining minute, is that I know
with Fintechs there are a number of different ways to pay, such as
4Pay, Pay Send, Stripe and Square. How do the Fintechs members
help build credit for the financially underserved in Canada? What
role do you see your membership playing in the future? Could you
respond to that, please?

Mr. Alex Vronces: One of the best examples I can think of that
has gotten plenty of attention anywhere that it's been talked about is
Borrowell's Rent Advantage program. They have a product that al-
lows Canadians who might not have a lengthy credit history or new
Canadians who don't have a credit history that's recognized by fi-
nancial institutions to use rent payments to build their credit score.
My understanding is that they were the first company in Canada to
do that. That kind of product is built on the back of what open
banking would enable.

Unfortunately, the problem now is that the only way that banks
give to Canadians to share their financial information is unreliable
and risky. Connections are often coming down, resulting in disrup-
tions to the service. It gets in the way of Canadians trying to meet
their financial objectives.

I also agree that any time you try to change financial sector poli-
cy there are going to be complexities and risks that need to be man-
aged, but the status quo is also fraught with risks, and those risks
need to be managed.

My understanding is that the department and our open banking
lead are ready to go. They have been ready to go for months. They
have been consulted on this for a long time. They've been consult-
ing on this for over five years. What we need now is attention from
the Minister of Finance to actually make a decision and give Cana-
dians a way to access a wider range of financial services without
compromising their financial security and their privacy.

Ms. Julie Dzerowicz: Thank you so much for that.

The Chair: Thank you.
Thank you, MP Dzerowicz.

Now we'll go to MP Ste-Marie, please, for two and a half min-
utes.

[Translation]
Mr. Gabriel Ste-Marie: Thank you, Chair.
My question is for the Oxfam-Québec representatives.

We are obviously all very concerned by the growing wealth dis-
parity. But the fight against the use of tax havens is the battle that
must be waged.

What other measures, or complementary measures, can make the
tax system fairer?
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[English]

Ms. Diana Sarosi: As I mentioned in my comments, a wealth
tax is definitely one fiscal leveller that a government can use. It's
very clear to everyone these days, just that exorbitant level of in-
equality in wealth; people on the streets talk about it now because
it's so extreme.

In polling that was recently conducted, 89% of Canadians were
in favour of a wealth tax. A wealth tax of 2% over $5 million, 3%
over $50 million and 5% over $1 billion of wealth could raise $30
billion in revenues in the first year. Again, this is one of the mea-
sures that could help in making sure there are no services cut in
terms of inflation and the debt issue.

® (1250)
[Translation]

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

Thank you, Chair.

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

Now we're going to MP Blaikie, please.

Mr. Daniel Blaikie: I certainly appreciate the extra time.
Voices: Oh, oh!

Mr. Daniel Blaikie: Professor Purdon, obviously the carbon tax
continues to go up. So do oil and gas company profits. Earlier, I
know, you were able to translate what increases in the carbon tax
meant at the pump for Canadians. Have you yourself or anyone
you're aware of done work to try to translate the increase in profits
for oil and gas companies into a cost at the pump for Canadians,
and how would that compare to the carbon price increase?

Mr. Mark Purdon: That's an interesting question. I haven't
looked at that, and I don't know anyone who has, but I think it
could be done. Maybe it's something that we could look at. I work
regularly with economists at UQAM and others across Canada. I'm
not an economist by training, but I try to speak the language.

Yes, that could be something that could be increasing.... I don't
want to speculate here, but I think that as colleagues at Oxfam were
also mentioning, there are still substantial subsidies to the oil and
gas sector that make it so that there's not really a level playing field.
We could probably get.... There are probably pretty clear numbers
on that in Canada although reducing the costs is going in another
direction for consumers and producers, but it's definitely a worth-
while issue to consider.

Mr. Daniel Blaikie: It seems to me that the increase in profits
that oil and gas companies have experienced far exceeds what rev-
enue is being generated by the carbon tax. I think it would be inter-
esting to do that comparison as an apples-to-apples exercise, be-
cause if you're a Canadian and you're looking at your household
budget and trying to figure out how to put food on the table, it
doesn't really matter whether an increase comes in the form of a tax
or whether it's an increase in order to pay higher dividends to oil
and gas shareholders. At the end of the day, it puts the same amount
of pressure on your budget.

It certainly seems like oil and gas companies have been getting a
pretty good ride through the pandemic period. I think that even
from 2019 to 2021 there are some examples of profit increases of
up to 1,000%, which sounds far more dramatic to me than the in-
crease in the carbon tax.

I thank you for that. Certainly, if you do find some of those num-
bers, if you could forward them on to the committee here, we
would be very appreciative of that information.

Thank you.

The Chair: Thank you, MP Blaikie.

MP Morantz, go ahead for five minutes.

Mr. Marty Morantz: Thank you, Chair.

Mr. Asselin, after eight long years of this Liberal government,
despite historically high deficits, this Liberal government has left
Canada with the lowest GDP per capita since the Great Depression.
Ms. Dzerowicz says she's disappointed and has asked that you ex-
plain all of the things you've written about over the years that her
government should have done over that time—

Ms. Julie Dzerowicz: On a point of order, Mr. Chair, let the
record show that I did not say that.

Mr. Marty Morantz: —to make the economy grow, so here is
your chance.

Ms. Julie Dzerowicz: On a point of order, I did not say that.

Mr. Marty Morantz: Oh, I'm sorry. You said you were disap-
pointed.

Ms. Julie Dzerowicz: I did not say that, Mr. Morantz.

Mr. Chair, point of order.

The Chair: It is a point of order. The member is just being clear
as to what was said on the record.

Go ahead, MP Morantz.

Mr. Marty Morantz: Okay. I appreciate that.

Do I have my time back on that point of order, Mr. Chair?
The Chair: MP Morantz, the time is yours.

Mr. Marty Morantz: | know you're always fair with time.

Mr. Asselin, here's your chance. Explain to Ms. Dzerowicz all
the things you've written on over the years that would have helped
her government make sure we have high growth instead of anemic
growth over all those years.
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Mr. Robert Asselin: I'll focus on one thing that's very close to
my heart, which is innovation. I think every country that takes in-
dustrial policy seriously has innovative capabilities. In this country
we have high-performing universities that do world-class research
and we have great companies, but what we haven't done is connect
the two together the way the Americans, the Germans and the
South Koreans have done with institutional capabilities such as
DARPA and NASA in the U.S. and Fraunhofer in Germany.

All this intellectual capital we're producing in Canada does not
translate into the economy because we have not created the incen-
tive for it to transfer into our private companies. As long as we
don't address this fundamental problem in our science and technol-
ogy architecture, I believe we're going to have weak performance in
productivity.

I've written many papers on this. If members are interested, they
can go onto the Business Council's website to get more on this.

® (1255)
Mr. Marty Morantz: Thank you very much.

I have a question for you, Ms. Bernard and Ms. Pellerin. It has to
do with Bill C-69, what we affectionately call the “no more
pipelines" bill. I wonder if your organization has a position on this.
We know that the Supreme Court recently opined that several sec-
tions of this bill are unconstitutional, and the government an-
nounced that it's going to have to retool it.

My understanding is that this legislation makes no mention of
UNDRIP and doesn't really address the idea of economic reconcili-
ation, which is one of the points you raised in your opening state-
ment. I'm wondering if you agree that this legislation is seriously
flawed and needs to be reworked.

Ms. Joanna Bernard: I apologize. I thought the question was
for Mark—

Mr. Marty Morantz: No.

Ms. Joanna Bernard: When I heard you explaining it, you were
saying the submission makes no reference to UNDRIP?

Mr. Marty Morantz: Yes, Bill C-69, what we call the “no more
pipelines” bill, creates administrative roadblocks not only to oil and
gas but also to things like mines, critical minerals and those types
of things. The Supreme Court of Canada just ruled that many of the
bill's sections are unconstitutional. I was wondering if your organi-
zation has any opinion on that piece of legislation, which does not
mention UNDRIP.

Ms. Joanna Bernard: I believe the court decision on that was
recent. Is that the one you're talking about, Bill C-69? Maybe you
could refer to it.

Ms. Julie Pellerin: With regard to AFN's position, we don't real-
ly have a position. We support and advocate for the first nations,
and the issue of pipelines is one that each individual first nation
will be addressing.

However, when it comes to references to UNDRIP and to the
UNDA, we are looking at all of the legislation that is put forward
by Canada. If Canada enacts the United Nations Declaration on the
Rights of Indigenous Peoples Act and its subsequent national action
plan, the AFN will be ensuring that all the legislation in Canada—

and Canada should also be doing this as their commitment—will
reflect their commitment to those documents—UNDRIP, UNDA
and the national action plan.

I know that doesn't necessarily specifically answer your question,
but it's not in my sector, so I'm not as able to elaborate on it as
much, but actually perhaps we can follow up and provide some in-
formation.

Mr. Marty Morantz: Sure. That would be great, if you have in-
formation on it.

The Chair: Thank you. If you could submit that to the commit-
tee, we'd appreciate it.

Thank you, MP Morantz.

MP Thompson, you're going to be our last questioner of these
fine witnesses today.

That is five minutes to you, please.

Ms. Joanne Thompson: Thank you.

Again, Mr. Asselin, I'm sorry there isn't more time to ask you
some questions.

Clearly we've just come through the worst summer in history for
forest fires in Canada, across all sectors. Companies are saying that
they are feeling the impact of climate change.

A KPMGQG study from last week stated that nearly six out of 10
Canadian small businesses have been affected by some type of ex-
treme weather event this year, more than 50% of businesses sur-
veyed have experienced a significant rise in their overall costs, and
44% are saying that it has directly hit their revenues.

Can you speak to climate impacts on businesses over the last
year?

® (1300)

Mr. Robert Asselin: Thank you, Mr. Chair.

I think the question is very relevant. Every company, big and
small—we represent larger firms, obviously—is dealing with this
thing. It's not going to go aways; it's just going to accelerate.

The Business Council has been supportive of carbon pricing for
the last 20 years. This is something we've been supportive of.
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For the government, I think it's a question of being proactive on
climate policy, but also on climate adaptation. I think this summer
has shown that the adaptation part was maybe underlooked by poli-
cy-makers, given the size of what's happening in the world. On cli-
mate change, I think we're all realizing that the adaptation side will
need to be a more important focus for policy-makers.

Ms. Joanne Thompson: I'm going to zero in on that for a mo-
ment. Do you believe that carbon pricing is an effective way—there
are many things that we have to do—in helping to address the cli-
mate crisis?

Mr. Robert Asselin: Yes. In general, I think carbon pricing is
something we've been supportive of.

What I think is worrisome is that when I look at the govern-
ment's intention, for example, to cap oil and gas production, I think
that would be overkill and would actually deconstruct the carbon
pricing mechanism that is agnostic of sectors. I would warn the
government to really be careful about this measure.

Ms. Joanne Thompson: Thank you.

How much time do I have?
The Chair: You have two and a bit minutes.
Ms. Joanne Thompson: Okay, good.

I'll stay with you, Mr. Asselin, and then I have one more question
for Mr. Purdon.

It's not just small businesses, as you referenced, that are being
impacted by the climate crisis. It's obviously larger businesses as
well. They're saying that the climate crisis will negatively impact
their organizations' prosperity over the next three years.

Has your organization surveyed members on this, and if so, are
you able to share that with this committee?

Mr. Robert Asselin: We have not.

What we've done is produce a policy document, “Innovate, com-
pete and win” recently, which I think addressed the climate chal-
lenge from an economic perspective and a competitiveness stand-
point. I encourage all members to read it.

Ms. Joanne Thompson: Thank you.
If I could switch to Professor Purdon for a quick question, do

you feel that Canada is on track to achieve its climate targets in
20307

Mr. Mark Purdon: That's a big question.

I think the ambition is there. There is not a consensus on this
among academics working on these issues in Canada, but my feel-
ing is that, as the cost of carbon pricing goes up, there is going to
be increasing political resentment to those costs. The amount
of $170 per tonne is about double what we're at right now.

For Quebec to meet its emission reduction targets, some of the
economic lobbying I've seen said that pricing could go up to $300 a
tonne to meet it, which is a bit more ambitious than Canada's target.

It seems that it could become politically salient.

I'm happy to talk more about the Quebec-California carbon mar-
ket, but carbon pricing isn't really politically salient in Quebec. We
have agreement of both parties, the CAQ and Liberals, and the oth-
ers....

There are debates on other issues of climate policy, and that is
maybe because the carbon price has been lower than in the rest of
Canada. That's one issue which, in the back of my mind, I think in-
ternational emissions trading could be explored as a sort of back-
stop on the backstop, if I can say that, in terms of carbon pricing,
and also as a way of fostering international co-operation and allow-
ing for other parts of the world where it's cheaper to reduce emis-
sions to accelerate their decarbonization efforts there.

The Chair: Thank you.
Thank you, MP Thompson. That is the time.

We want to thank our excellent, diverse group of witnesses we
have with us here today. You've done a tremendous job of inform-
ing us in this study of the pre-budget consultation in advance of
budget 2024.

We thank you on behalf of all the members, the clerks, the ana-
lysts and the interpreters, who have done a fine job, and everybody
in this room. Thank you very much. We appreciate your coming be-
fore us.

Members, we are adjourned.
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