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Minimum
wage hikes
called costly
‘Devastating’
impact seen across
restaurant sector
CHRIS SORENSEN,
SHARDA PRASHAD
AND DANA FLAVELLE
BUSINESS REPORTERS

Ontario’s plan to gradually hike
the minimum wage to $10.25 by
2010 is being sharply criticized
by the province’s business community — particularly the restaurant sector — which says it
will be forced to reduce employee hours or eliminate jobs.
While promising to raise the
province’s minimum wage, now
set at $8 an hour, might make
political sense in an election
year amid rising pressure from
the NDP and poverty activists,
those who represent industries
employing large numbers of
minimum wage workers say the
budget move is short-sighted,
even counter-productive.
“It’s going to have a devastating impact on our industry,” said
Stephanie Jones, the vice-president of Ontario for the Canadian Restaurant and Foodservices
Association. Jones estimated
the proposed minimum wage
increases will cost the Ontario

restaurant industry $765 million over the three-year period,
forcing some operators to shed
jobs or even close their doors.
Roughly one-third of all restaurant and food service employees
are minimum-wage workers,
Jones said.
The association says most restaurants generally run on razorthin margins, generating sales
of about $14,590 a week on average. Of that, payroll costs eat up
about 31 per cent, while another
60 per cent goes to food and other operating costs. That leaves a
pre-tax profit margin of just 2.8
per cent, or $408 a week, according to the CRFA.
The threat of escalating labour
costs comes at a time when the
province’s $6.3 billion tourism
industry, a sector heavily dependent on minimum-wage workers, is facing declining numbers
of U.S. visitors.
Business groups said a phasedin approach to the hike would
help employers better absorb
the change.
And the spectre of heavy job
losses is one of the reasons Premier Dalton McGuinty’s government is proposing a graduated hike of the minimum wage. A
study prepared for the Ministry
of Finance by Morley Gunder-

Businesses laud
plan to cut taxes
CHRIS SORENSEN
AND SHARDA PRASHAD
BUSINESS REPORTERS

Despite a focus on the working
class during an election year, the
Ontario government’s budget
managed to appease the business community by speeding up
previous tax-cuts and announcing new ones.
“Some people have called this a
poverty budget,” said Len Crispino, chief executive of the Ontario Chamber of Commerce.
“But from our standpoint,
things like having a balanced
budget is very positive.”
It’s a “major win for businesses
in Ontario that will lead to increased productivity, job creation and output.”
Among the highlights were a
pledge to move quicker on phasing out Ontario’s capital tax and
a government promise — lauded
by Crispino — to overhaul the
Business Education Tax rates by
slashing $540 million over the
next seven years.
The move is estimated to benefit more than half a million businesses in 321 municipalities
across the province.
At present, the nine-year-old
education tax for businesses
contributes $3.5 billion in funding for elementary and secondary education in Ontario – money that will now come from provincial transfer payments. The
government said the tax accounts for nearly half of all
property taxes levied on businesses.
“This is vital to the small business sector,” said Judith Andrew, vice-president Canadian
Federation of Independent
Business. “If you can’t pay your
property taxes, your business
can’t get off the ground.”
But many retailers won’t see
the benefit, because landlords
aren’t likely to pass it on in the
form of lower rents, said Ashley

McClinton, director of government relations (Ontario) for the
Retail Council of Canada.
Banks and other financial services in Toronto yesterday welcomed the budget.
The capital tax was “widely understood to scare off investment,” Janet Ecker, president of
the Toronto Financial Services
Alliance said. “We also welcome
the move to reduce business education taxes.”
The capital tax, which raises
about $1.3 billion a year, now
will be phased out 18 months
earlier than previously announced.
“This is just not an efficient
way to tax,” commented Doug
Porter, deputy chief economist
at BMO Nesbitt Burns.
“Capital taxes hit companies
that aren’t even profitable.”
The government legislated a
schedule three years ago that
would have seen the tax phased
out by 2012, but yesterday’s
budget proposed bumping up
that date to July 1, 2010, in a bid
to allow businesses to re-invest
more in their operations, hopefully creating new jobs. There
was little relief for the province’s ailing manufacturing sector,
which has suffered a rising Canadian dollar — making their
products more costly to foreign
customers — and competition
from emerging economies, like
China and India.
The government said it would
create a new Ontario Manufacturing Council to provide regular updates on the sector.
“This is insulting windowdressing,” said Wayne Fraser,
Ontario/Atlantic director for
the United Steelworkers union.
Northern communities are becoming ghost towns, he said.
“Dalton McGuinty and his Toronto-based finance minister
don’t get it.”

‰

son, a professor at the University of Toronto, warns that an immediate 25 per cent hike in the
minimum wage in Ontario
could lead to the shedding of as
many as 90,000 to 180,000 jobs,
primarily in the form of slower
employment growth.
However, the study also notes
that pre-announced and regularly scheduled minimum wage
increases, such as the Ontario
government is proposing, would
ease the impact.
“It may hurt the very people
they’re trying to help,” said Judith Andrew, provincial spokesperson for the Canadian Federation of Independent Business,
106,000-member advocacy
group for small and mediumsized business.
A bigger problem for business
is the growing shortage of labour, said Andrew, noting a federation survey released last
week estimates that 70,000 jobs
have been vacant for at least
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WITH FILES FROM DANA FLAVELLE

poverty amongst the working
poor.”
This is because many poor do
not work, or work only a few
hours, and because many minimum-wage jobs are held by
youths in non-poor families
who use the jobs as a stepping
stone to better paying ones, the
study argues.
Although he notes the “political appeal” of minimum wages,
Gunderson recommends an
“arsenal of weapons” be used to
combat poverty, including wage
subsidies.
In that context, the study says,
“moderate increases in minimum wages are not likely to
have disastrous consequences.”
That was small comfort to
some observers.
“Conceivably, business could
employ fewer people at the
higher cost,” said Dan Ondrack,
professor of management at
U of T’s Rotman School of Management.

Federal tax credits
not being matched
‰
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three months or more in Ontario. Many of those jobs are in the
skilled trades, she said.
Small and medium-sized business would prefer to see the
province do more to help lowskilled workers and new immigrants upgrade their qualifications so that they can fill that
void, she said.
Derek Burleton, a senior economist with TD Bank Financial
Group, said the impact of a minimum wage hike could be partially offset by cuts to business
education property taxes.
Still, it’s not clear whether the
benefits of raising the minimum
wage are worth the potential
price.
Notably, the Gunderson study
argues that minimum wages are
“at best, an exceedingly blunt
instrument for curbing poverty
and the evidence suggests they
essentially have no effect on reducing overall poverty and only
a very small effect on reducing

Daw From F1

Enhanced property and sales
tax credits will save some seniors a total of $6 million.
And, for all homeowners, if
their property taxes were slated
to go up in 2009 after the next
reassessment of market values,
the increase would be phased in
over four years.
But that’s it for individuals.
“It’s amazing,” said Paul Hickey, a tax accountant with KPMG
LLP. “There is nothing there at
all for investors (or most others).”
Often in the past, he said, provinces would match improvements in federal tax credits,
such as the new $2,000 child tax
credit and higher spousal credit
announced in the federal budget on Monday.
Not this time in Ontario.
Opposition leaders pointed
out in press briefings that government revenues will be about
$20 billion higher this year than
when the Liberals came to power. But that came as a result of
rising incomes and profit rather
than any increase in tax rates.
Interest payments on the public
debt have fallen, even though total debt continues to rise.
Government spending as a
share of the economy was 16.1
per cent in the past year, the
highest level since before the
Liberals came to power.
Despite the lack of tax relief in
the budget, certain individuals
will benefit financially.
If the Liberal government survives the fall election, a quarter
of a million workers now earning only $8 an hour could see a
$2.25 increase in the minimum
wage by 2010. The first of three
75-cent increases would come
next January.
Closer on the horizon, about
460,000 eligible low-income
families will receive a payment
of up to $250 per child in July, a

down payment for a new
monthly child benefit that is to
start in January and be paid to
parents whether they receive
social assistance or employment income.
The province and municipalities will also increase social
welfare payments by 2 per cent
in November.
Benefits for injured workers
who receive a partial pension
from the Workplace Safety and
Insurance Board will get a 2.5
per cent increase starting in July 1, and in each of the next two
years.
Injured workers who receive a
partial lifetime pension have
had an increase of only 1.8 per
cent since 1998, in which time
consumer prices have gone up
by 21.5 per cent. Full disability
pensions from the WSIB are fully indexed to inflation.
Other individuals will save tax
if they happen to own a business
in Toronto or another municipality where education taxes
paid by businesses are to be cut
over the next seven years.
The budget also proposes to
give seniors more control over
money transferred to a lockedin account from a private pension plan.
A new life income fund (LIF)
will allow holders a one-time
withdrawal of up to 25 per cent
of their funds once they reach
the earliest retirement age permitted under their former pension plan, usually age 55.
Those who take advantage of
this new option will, of course,
pay taxes on the money they
withdraw. So, in some cases, Ottawa and the province will collect more tax sooner than if the
LIF holders spread out their
withdrawals over several years.
Ontario will also allow large
annual withdrawals based on investment returns the previous
year and a final withdrawal at
age 90.

Stage set for ‘sustainable’ surplus, Sorbara says
‰

Budget From F1

The Liberal government anticipates it will run a surplus until
2010, at least.
Sorbara said the stage has been
set for a “sustainable surplus.”
“My initial reaction is to say
this will have a stimulative impact,” said Mary Webb, senior
economist at Scotiabank.

The government projects real
GDP growth of 1.6 per cent in
2007, 2.8 per cent in 2008 and
3.1 per cent in 2009.
Economists from both TD and
Scotiabank said the government’s projections are in line
with their own.
The government prudently
recognized the jump in personal
and corporate taxes collected

was not sustainable, the economists said.
The ratio of debt to the province’s gross domestic product is
also expected to drop. The ratio
is expected to fall from 19.7 per
cent this year to 17.4 per cent in
2010.
Next year, the debt-to-GDP ratio will be at its lowest level in 13
years.

Ontario has been out of step
with the other provinces by running a deficit, Webb said.
Although the budget’s focus on
the working poor will help the
economy, more could be done
for the province’s business community, she said.
“With (productivity) growth
lagging, we need to address how
attractive it is for new business

to enter the province,” Webb
added.
The other economists agreed,
but said the federal budget presented on Monday — particularly the temporary measure to accelerate the capital cost allowance over the next two years —
will help fuel growth and investment in Ontario’s lagging manufacturing sector.

Fraud From F1

Mitton was also ordered to pay
back $2.6 million to HSBC Securities, its loss in the scam.
Aneillo (Neil) Peluso and Michael Ciavarella, the two other
co-accused facing charges in
connection with the fraud, are
scheduled to appear in court
next week.
Prosecutor Randy Schwartz
told the judge that Mitton was
involved in a “sophisticated,
large-scale fraud,” and had it
been successful it would have
“undermined confidence in the
public markets.”
Schwartz went on to tell the
court that despite Mitton’s long
criminal record he still deserved
credit for acknowledging his
guilt, adding that Mitton had
“made concessions” that would
“enable the ongoing prosecution” in the case.
Mitton’s lawyer, Frank Addario, told Then that Mitton had a
supportive family, who wanted
him back once he got out of jail
and would like to “have him on
the right side of the law” after he
was “coaxed out of retirement.”
The person or persons who
tempted Mitton to return to his
old ways weren’t identified in
court.
But one man, a police informant in the case, is so terrified
for his life that he is trying to
have his identity sealed by the
court in an on-going hearing.
Addario said that hearing
would resume within the next
month.
Mitton stood to make about
$580,000 (Canadian) from his
end of the scam, which Addario
described as “small” in relation
to what it could have netted.
In an agreed statement of facts
presented to the court by
Schwartz and Addario, Mitton
admitted he was the “architect”
of the scheme which involved
the accumulation of most of
Pender’s free shares and then
ratcheting up the price in trading between related brokerage
accounts.
“He was the co-conspirator
with sufficient expertise in the
capital markets to orchestrate
the manipulation,” the statement said.
Mitton also settled trades by
cheque rather than transferring
funds, which delayed settlements and gave him time to re-

Mitton stood to make
about $580,000 from
his end of the scam
cycle money to finance more
trading.
In one case, HSBC Securities
held an outstanding debit of
about $2.6 million (U.S.) on the
purchase of Pender shares in an
account that had not been settled. Mitton and Ciavarella exercised control over the account.
HSBC ended up with the loss
after concluding the Pender
shares were being manipulated,
but the brokerage refused to sell
the stock because of that knowledge.
The statement of facts revealed that when brokerages
started to freeze accounts by
parties trading in Pender in December 2004, Ciavarella emptied some of them of about
$250,000 before they closed.
Despite a regulatory freeze on
the accounts and orders directing Mitton to stop trading in
Pender stock and any securities
that month, he started again a
few weeks later.
It included trading in Pender
shares.
To fuel interest in Pender and
jack up the stock price, Mitton
also acknowledged in the statement that he wrote numerous
news releases containing false
or misleading information between July 2004 and April
2005.
Mitton also used aliases such
as “Michael Milton,” “Michael
Hennessey” and “Michael
Douglas” to hide his identity.
“Given that Mr. Mitton’s true
name is notorious within the securities industry, his successful
use of aliases was integral to his
ability to orchestrate and carry
out the fraud in this case,” the
statement said.
The statement said Mitton and
his wife received some proceeds
from Pender share sales; the use
of credit cards and payments for
hotel stays, home and auto leases totalling at least $580,000
(Canadian).

