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Ontario Minister of Finance Rod Phillips
has released the 2020 Ontario Budget,
Ontario’s Action Plan: Protect, Support,
Recover – the first budget during his
tenure as Minister of Finance, and the
second budget of the Ford government.
Unlike just over a year ago, today
Premier Doug Ford enjoys high personal
approval ratings, balancing the budget
has given way to the need for new
program spending to support Ontario
families and businesses through the
COVID-19 pandemic, and there is a new
Minister of Finance at the helm. The
circumstances surrounding Budget 2020
stand in stark contrast to last year’s fiscal
plan.
With new policy initiatives and
commitments such as a seniors home
safety tax credit, increased levels of care
for long-term care (LTC) residents, and
new tax supports for struggling
businesses, it is clear the government’s
focus remains first and foremost on
protecting and supporting Ontario people,
families and businesses over the course
of the COVID-19 pandemic.
Budget 2020 builds on this summer's
revision to the Province's last major fiscal
update, Ontario's Action Plan: Responding

to COVID-19. The plan – previously
touting $30 billion of direct and indirect
support to Ontario individuals,
families, and business – now totals $45
billion, with:
$15.2 billion earmarked to protect the
health of Ontarians;
$13.5 billion to support people and
businesses;
$4.8 billion to lay the foundation for
the Province’s economic recovery;
and,
the continuation of the previous $11.3
billion in indirect cashflow support to
people and businesses.
Building on the existing pandemic
response of the government does come at
a cost. The projected deficit for 2020-2021
stands at $38.5 billion, and Ontario’s net
debt is projected to surpass $400 billion
next year.
Both Premier Ford and Minister Phillips
have made clear that they will continue to
make the necessary resources available
to respond to the pandemic.

In its fiscal plan, the government has
continued its recent practice of
maintaining historic levels of reserve and
contingency funds. Budget 2020 maintains
separate contingencies for health care –
$4 billion next year and $2 billion the year
following – as well as contingencies for
direct support for people and businesses –
$1 billion in 2021-2022 and $800 million
2022-23. The government is also
maintaining its reserve of $2.5 billion this
year and $2 billion over the next two
years, giving the government the flexibility
to introduce new program spending in
response to the changing needs of people
and businesses over the course of the
pandemic.

hOW DID WE GET HERE?

Releasing a budget in November is
unusual. The government’s own fiscal
accountability legislation requires a multiyear budget to be introduced on or before
March 31 each year. The Ford
government planned to release Budget
2020 on March 25th, but these plans were
put on hold when the Province declared a
state of emergency on March 17th. With
schools closed, businesses shut down,
and 2.2 million Ontarians about to lose
their jobs or see their working hours
significantly reduced, the Province faced
too much economic uncertainty and chose
to delay the budget until November. Like
everything else in 2020, this budget looks
a great deal different than what the
government was likely to present before
the world turned upside down in March.

FISCAL AND ECONOMIC
OUTLOOKS AND RISKS

Before the pandemic, the government was
on track to balance the budget by 2023.
Premier Ford recently made it clear that
balancing the budget would no longer be a
priority and Budget 2020 confirms this.
The projected deficit for 2020-2021 stands
FIGURE 1
at $38.5 billion, with subsequent deficits of
$33.1 billion in 2021-2022 and $28.2
billion in 2022-2023.
Continued economic uncertainty makes
charting a new path to balance difficult,
which is why the government has outlined
three short-term economic scenarios in
place of setting a new balance date.
These scenarios for recovery set out three
different economic projections: “faster”,
“planned”, and “slower” growth. The table
on the next page outlines these scenarios.
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The variance in these scenarios is
significant. Although COVID-19 may get
under control, the economic impacts on
people, families, and businesses will be
felt well into the future, which makes it
unlikely that the government will return to
its previous approach to balancing the
books. Therefore, the path to balance will
be determined by the pace of economic
growth, making the government’s plans for
economic recovery beyond Budget 2020
all the more important.
RISKS TO THE FISCAL PLAN

In our analysis, there are a number of
risks worth noting to the fiscal plan laid in
Budget 2020. First, the government still
leaves itself vulnerable with the state of its
revenue projections:
The government still expects to
recover the full amount of personal
PLACEHOLDER
FOR
and corporate
income tax
it deferred in
ADDITIONAL
TEXT
March of 2020. That scenario is highly
unlikely as bankruptcies and layoffs
continue to drag on.

Though the government is projecting
decreases in its primary tax collection
measures like personal and corporate
income taxes, many of those
measures are less than they would
have been because of the Federal
government indicating that the
Canada Emergency Response Benefit
payments are taxable. Many
Ontarians may find themselves unable
to pay tax on these amounts.
Other indicators, like housing starts
and home resale prices, seem
surprisingly stable meaning case
surges have not been priced into the
government’s projections beyond the
enhanced contingency funds.
Second, the province’s GDP projections
also leave cause for concern. Though they
appear prudent with a 6.5% contraction
this year followed by 4.9%, 3.5%, and 2%
growth in each of the next three years,
there is still considerable risk to future
fiscal planning based on economic
projections.
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An example of this risk and uncertainty
lies with the United States GDP
projections contained within the budget.
These projections feature a smaller
contraction of the economy this year (4%)
and a slower recovery over the next three
years (3.9%, 2.9%, and 2.3%), essentially
even more prudent than Ontario has
forecasted. Of course, the Ontario
government deserves some slack here,
with the widest variation in private sector
growth forecasts in recent memory.
Uncertainty abounds as, in the March
fiscal update, the Ontario government
projected a 0% GDP growth rate and just
eight months later that number has been
revised to a contraction of 6.5% in real
GDP.

KEY BUDGET MEASURES
PROTECT - HEALTH CARE

Budget 2020 is divided into three
key pillars. The first, Protect, provides
$7.5 billion in new funding for health care
in response to COVID-19, bringing total
health care supports in Ontario’s Action
Plan to $15.2 billion. Key areas of focus
include:
Increased Direct Care for LTC
Residents: the government is increasing
the minimum standard of direct care for
residents of long-term care homes to an
average of four hours per day. This action
stems from early recommendations of
Ontario’s Long-Term Care COVID-19
Commission, launched as a result of the
pandemic’s devastating impacts on the
Province’s long-term care homes. The
new standard is planned to be met by

2024-2025 and will require significant
effort to educate and recruit personnel,
addressing long-standing staffing
shortages in the sector.
Further Hospital Funding: Budget
2020 invests an additional $572 million in
hospitals, bringing total direct operational
support to Ontario’s hospitals to $2.5
billion above last year’s investment. At the
start of the pandemic, the government
made increasing hospital capacity a top
priority in order to treat COVID-19
patients. While this capacity continues to
be important, the government is also
investing $283.7 million to tackle the
backlog of over 60,000 surgeries,
supporting hospitals and Independent
Health Facilities to address long wait
times.
SUPPORT - FAMILIES AND BUSINESSES

The second pillar of Budget 2020,
Support, includes $2.4 billion in new
funding, bringing total direct support for
families and businesses to $13.5 billion
this year. Key areas of focus include:
Property Tax and Energy Costs Rebate
Programs: in response to reintroducing
Stage 2 lockdown measures in Ontario’s
major urban centres, the government
announced $300 million to support
impacted businesses. Budget 2020 details
that this fund will be used to cover
property tax and energy costs over the
period of time that businesses are
temporarily closed or see a reduction in
service as a result of renewed lockdown
measures. Eligible businesses will be able
to apply for a rebate through an online
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application portal starting on November
16, 2020. The government has said this
rebate will be combined with the new
Canada Emergency Rent Subsidy,
therefore covering 100% of a business’s
property tax and energy costs for the
applicable period.
New Seniors’ Home Safety Tax
Credit: for the 2021 taxation year, the
new measure would provide a 25% credit
(up to $10,00) to allow seniors to
undertake renovations that make homes
safer and more accessible to age in place.
All seniors would be eligible for the
credit as well as family members who live
with seniors and support them.

A Plan to Address Commercial
and Industrial Electricity Prices: the
government plans to save industrial
and commercial ratepayers an average of
14% to 16% on their electricity bills by
directly funding continued costs of existing
energy contracts. At a cost of $1.3 billion
over three years, the government is
prioritizing lower electricity rates as a key
competitive factor in the Province’s
economic recovery.

RECOVER - ECONOMIC GROWTH

Accelerated Training through Microcredentials: the government is investing
$59.5 million in a micro-credentials
strategy, committing to develop a set
definition of micro-credentials and
establish a quality assurance framework
that will allow these programs to be
approved after launch, allowing them to be
offered to students immediately without
having to wait for lengthy approvals. For
the first time, OSAP funding will also be
made available for students who enroll in
micro-credential programs. This reflects
the governments continued focus on its
skilled trades agenda, while giving
consideration to the demand for retraining
as 2.2 million Ontarians feel the impact of
COVID-19 through either job loss or
significantly reduced hours.

The third pillar, Recover, provides the first
look at the government’s plans for
economic recovery. While uncertainty
surrounding the future of the pandemic
remains, early government action on the
following priorities are designed to lay the
groundwork for the long-term recovery:

Permanent exemption to the Employer
Health Tax: when the pandemic
began, the government increased the
exemption from the Employer Health Tax
to $1 million – meaning businesses would
temporarily no longer have to pay EHT

Extended Support for Learners
Initiative: the government is providing
$380 million to parents through another
round of payments through the Support for
Learners initiative, following the initial
$378 million of funding provided in March.
The government will once again
provide parents with one-time payments of
$200 per child aged 0 to 12, and $250
for children and youth 21 years old or
younger with special needs.
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on the first million dollars of their payroll.
Budget 2020 makes this exemption
permanent, which exempts about 90% of
Ontario businesses from paying EHT.
Making 2021 the year of the Ontario
Staycation: the government is investing
$150 million to provide Ontario residents
with support of up to 20% for eligible
Ontario tourism expenses in 2021 to
encourage in-province safe, travel. This
measure will help the Ontario tourism
sector recover from the economic impacts
of COVID-19.

a scenario where GDP growth and deficit
projections fall outside of the threescenario window. From a political
perspective, the enhanced contingencies
built into the fiscal plan gives the
government significant spending room for
needed expenses and political promises
leading up to 2022.

Budget 2020 is in every way a unique
document. Not only was it delayed more
than half a year, the government
continues to tackle the difficult challenge
of a pandemic that no one can accurately
predict. Though the government remains
gripped with its need to tackle the
pandemic in the short-term, the fiscal
update provides some clarity on the
government’s plan to approach future
challenges presented by COVID-19 and
its impacts.

When it comes to new policy initiatives in
Budget 2020, the Ontario government has
done an admirable job of walking the line
between popular policy initiatives and
needed COVID-19 related investments.
For example, an additional $680 million in
broadband infrastructure both helps rural
and Northern ridings the PC party needs
to hold for re-election and attacks a critical
connectivity issue for people being
forced to work from home. A seniors’
property tax credit provides direct financial
supports to the most likely to vote
population while alleviating the burden on
long-term care and encouraging smart
growth policies like aging-in-place. For
stakeholders seeking government
endorsement of a policy ask, any ask
must walk this careful line of addressing a
COVID-19 related impact and being
politically salient.

The government wisely and prudently
included multiple different growth
scenarios for the next three years. Expect
this scenario-based budgeting to become
a hallmark of the Ford government’s fiscal
documents moving forward. From a
planning perspective, the government can
maintain a reputation as good fiscal
managers as it is tough to imagine a

However, with all of the above said, the
sobering reality is that without a viable
vaccine or treatment for COVID-19, there
are limits to the policy impacts of any one
government budget. Ontario will continue
to see positive case counts well into
the future. Businesses will continue to
struggle balancing necessary health and
safety requirements with operating

SO, what does it all
mean?
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pressures in order to stay afloat.
Employment will remain precarious for
many. Parents will keep working from
home, while some children attend class
and others learn online. Colleges and
universities will continue to adjust their
program delivery to meet the needs of
students while protecting their health. And
the healthcare system will brace itself for
the unknown future impacts of the
pandemic.

Moving forward, consider this statement
from the budget on electricity: “It took a
generation to create this problem.
Unfortunately, it will take a generation to
fix it.” That adage, though directed at
electricity policy only, is a key takeaway
for the whole of Budget 2020. It did not
take a generation to create this problem,
but it will take a generation to fix it.

All of this means that the budget will
continue to be distorted beyond
recognizable projections and debt will rise.
The net debt will eclipse $400 billion
before the end of this government’s
mandate and will eclipse a half trillion
early in the next one.
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