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Navigating toward
prosperity

Our challenge is to steer
through the currents of
turbulence, avoiding the
temptation and traps of
DOOr economic policy
and striving to keep us
on track to achieve our
orosperity potential.

AS WE ENDURE THE RECESSION, realizing our prosperity potential is not something that
most Ontarians are thinking about. But with the recovery, we need to ensure that we
thrive, not just survive. We encourage stakeholders in Ontario’s prosperity to keep
the imperative for the sustainable productivity growth at the forefront of our debate
and discourse. That growth comes from innovation and upgrading — creating unique
products, services, and processes that truly add value to people’s lives. Higher
productivity is our main opportunity for realizing our prosperity potential.
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Attitudes

Encourage innovation
and competition to win
in the current global
economic turmoil

Investments

Invest in the human and
physical capital critical
for recovery
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We need to remain determined to close the prosperity gap. \We Ontarians

do not have an attitude deficit in our will to win, our desire for innovation, and

our recognition of the benefits of risk taking. Our real challenge is to master the
conditions and context in which we compete globally. Public policy, effected through
our regulatory environment and our openness to international trade and investment,
needs to encourage innovation and competition. The stakes are high, for the
protectionist sentiment in some corners could derail the fragile recovery and take

us down the path toward economic depression.

Instead, we need to be a global leader in creating the climate for increased trade.
Then we need to pursue opportunities in that global market.

Continue investing in people for Ontario’s competitiveness. Our governments
face a critical balancing act. Current deficits are unsustainable, and spending has

to be reined in. As the provincial government considers its spending priorities, we
urge that it continues to place post secondary education high on the list. With the
five-year plan, Reaching Higher, coming to a close, new multi-year funding ought

to focus on three priorities: increasing the number of masters degrees attained;
expanding access to our universities, especially for youth from demographic groups
who tend less than others to participate in post secondary education; and improving
the student experience in our universities.

We have to avoid the mistakes we made in the mid-1990s when we faced similar
pressures to control spending. Back then, the government curtailed spending

on both health care and education. But in the ensuing recovery, when deficits
disappeared, health care spending was put back on track, while education spending
flat lined.

If Ontario is to be an economy that is competing on creativity and innovation, our
workers and managers need the skills and knowledge to thrive and many of these
come from robust educational opportunities.

Increase business investment in information and communication technology.
Our businesses need to navigate through the recovery by taking full advantage of the
improvements that technology can make to their top and bottom lines. We challenge
business leaders to invest in technology from Canada and around the world. The
stronger Canadian dollar has helped close our technology gap with our US peers;
the improved tax structure will also help.



Motivations

Ensure announced tax
changes become a reality

Structures

Drive innovation through
strengthened commitment
to trade
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Implement announced changes in Ontario’s sales and corporate tax structures.
The provincial government took a major step forward for Ontario’s prosperity in
improving our tax regime. By converting our provincial sale tax into a value added
tax and harmonizing it with the federal goods and services tax and by reducing our
corporate tax rates, the government has improved the motivations for investing in
innovation and productivity.

We have been urging this kind of reform since our First Annual Report, and we
understand the courage required by the government to introduce these changes.
To compete globally and create high paying jobs, Ontario needs a tax system that
encourages business investments.

Ensure special tax treatment for Labour Sponsored Investment Funds

is ended. The government should continue on its plan to end special tax incentives
for Labour Sponsored Investment Funds. The government revenue lost as a result
of these incentives stands in the way of deficit reductions. Currently, the special

tax treatment is scheduled to end after the 2011 tax year. The government should
consider ending it sooner.

Continue to encourage federal efforts to expand international free trade
agreements, lead national discussions on changing regulations in financial
services, and investigate the benefits of more interprovincial trade. Along with
Quebec, Ontario has been a leader in calling for trade negotiations between Canada
and the European Union. The Union is already one of our important trade partners,
and negotiations should be aimed at expanding this relationship further. We need to
recognize that more trade benefits not only our exporters through access to larger
markets, but also our consumers and all our businesses, who must rise to the
challenge from the added pressure of stiffer competition.

Step up our efforts to increase trade with China, our next largest trading
partner after the United States and the European Union. Our trade has been
growing rapidly with China, but this expanding market offers more opportunities for
us than we are currently realizing.

Keep the friendly pressure on our US neighbours to resist protectionist
impulses and, in fact, look for even more opportunities to expand our trade.
Federal and provincial governments need to be in constant contact with their

US counterparts. Our business and labour leaders have excellent contacts with
US leaders through ownership and affiliation. It is in their interest to persuade their
counterparts that protectionism is unhealthy on both sides of the border.
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