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Finance minister Dwight Duncan this afternoon presented Ontario’s 2006 Budget − Building Opportunity, Duncan’s first Ontario Budget and the third annual spending plan tabled for the McGuinty government.  The following overall analysis has been prepared for clients of G.P. Murray Research and Global Public Affairs.

FOUR DEFICITS AND AN ELECTION − Duncan’s budget claims that the government has achieved results by tackling three deficits – in health care, education and skills and on the fiscal front.  In that last connection, the Finance minister claims to be on track to deliver a balanced budget in 2007, provided the reserve fund is not otherwise allocated.  The government previously targeted the deficit for elimination in 2008, but it is universally anticipated that the fiscal deficit will be expunged in time for the October 2007 election.  (The one-time provincial vault sits empty in the Queen’s Park office now occupied by former Finance minister Greg Sorbara; perhaps his successor could stash some of the expected boodle in that space.)

A fourth deficit is given pride of place in Duncan’s budget.  He claims to be taking care of the mortgage but says we must “make sure the foundation is fixed” – to which end he has allocated six-tenths of additional revenue “to begin paying down the infrastructure deficit” with priority going to transportation under the $1.2B “Move Ontario” program.  This details a series of transit and road expenditures, heavily focused in the 905/GTA, which also includes the obligatory nod to northern and rural bridges and roads and to the TTC.  The subway extension into York Region, as reported last week by the Toronto Star, is included – which will ensure opposition fussing over a “budget leak”.

NOTHING MUCH NEW − The Budget briefly refers to electricity, with former Energy minister Duncan promising that “The McGuinty Government will keep the lights on”.  The two pages on health include no new initiatives except for partial funding of insulin pumps for children with Type 1 diabetes.  Similarly, the section on education includes an array of previously announced measures.  The social spending section, however, does include a retroactive end to the clawback of the federal child benefit, which the LIBs pledged to implement in their 2003 election platform, as well as a further 2% hike in social assistance payments.

On the economic side, sundry current measures are combined into a “Jobs and Skills Renewal Strategy” costed at $2.1B, and a number of new initiatives are grouped under the rubric of the Ministry of Research & Innovation.

No taxes are increased – but the phase-out of capital tax will be accelerated.  Entertainment taxation is eased, with film production tax credits extended and digital media credits being hiked.  In addition, a $7.5M partnerships fund will foster skills development, product development and marketing within the entertainment and creative ‘cluster’.

Manufacturing challenges are addressed by a single, specifically targeted initiative: doubling of sales tax rebates on hybrid electric vehicles, to $2,000.  Action on infrastructure, innovation and capital tax is claimed to contribute to this sector.  Agriculture attracts no overall support beyond the recent $125M allocation.  Several existing programs are cited in regard to municipalities.  Similarly, the references to northern Ontario include only two new measures: $4M for bio-energy research at the coal-fired Atikokan GS, scheduled for closure, and $10M for Sudbury’s mining innovation centre, Aboriginals receive increased library funding and support for the Lieutenant Governor’s literacy summer camp project.

BUDGET BY THE NUMBERS – Duncan reports the 2005-06 deficit at $1.4B, nearly $200M better than projected, and he expects the 2006-07 deficit to be $2.4B, or $1.4B if the reserve fund of $1B is not disbursed.

Reflecting continued strong economic performance, Ontario’s 2005-06 budgetary revenue was $83.9B and is projected to climb modestly to $87.1B, including a reserve fund of $1B.  That is an increase of $1.8B (2.1%).

The accumulated deficit for 2005-06 is reported as $113.1B, down substantially, by $14.1B (12.5%), from $127.2B in 2004-05.  Public debt interest charges for 2005-06 were $9.1B, down from the previous year’s $9.6B (5.1%).  As a percentage of GDP, net provincial debt in 2005-06 were $9.1B, down from the previous year’s $9.6B (5.1%).  As a percentage of GDP, net provincial debt in 2005-06 was 26.2%, down from 27.1% in 2004-05 (0.9%).
Economic indicators are somewhat mixed.  Although real provincial growth increased in calendar 2005 by 2.7%, it is projected this calendar year to be at 2.3% and in 2007 to be 2.5%.  The provincial unemployment rate is projected to be 6.3% in calendar 2006, forecast to fall marginally in 2007 to 6.2%.  Real consumer spending increased by 3.4% in 2005, and is expected to rise by 2.8% in 2006.  Housing starts reached 78,800 in 2005, but are expected to drop to 73,500 in 2006.  Last year’s CPI rate was 2.2%, and is forecast to be marginally lower, at 2.1%, in 2006.

The Budget, plus news releases and backgrounder, can be accessed at: www.ontariobudget.ca
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