





 COMMISSION

ON THE

REFORM

ONTARIO'S

PUBLIC
- SERVICES |

_________________________________________________

PUbIIC SERVICES foR onTARIANS: A PATH TO SUSTAINABILITY AND EXCELLENCE

EXECUTIVE SUMMARY



For electronic copies of this document, visit our website at
www.fin.gov.on.ca/en/reformcommission/

© Queen’s Printer for Ontario, 2012
ISBN 978-1-4435-8903-1 (Print)
ISBN 978-1-4435-8904-8 (HTML)
ISBN 978-1-4435-8905-5 (PDF)

Ce document est disponible en frangais sous le titre :
Commission de réforme des services publics de I'Ontario — Résumé

































Executive Summary

Executive Summary

Ontarians want excellent public services from their government. The Commission on the
Reform of Ontario’s Public Services understands and supports this desire. We see no reason
why Ontario cannot have the best public services in the world — with the proviso that they
must come at a cost Ontarians can afford. With such a goal, we face three overarching tasks.
First, we must understand Ontario’s economic challenges and address them directly. Second,
we must firmly establish a balanced fiscal position that can be sustained over the long term.
And third, we must sharpen the efficiency of literally everything the government does so
Ontarians get the greatest value for money from the taxes they pay. This report addresses
these issues and offers a road map to a day when Ontarians can count on public services
that are both excellent and affordable — the public services Ontarians want and deserve.

The Need for Strong Fiscal Action

Ontario faces more severe economic and fiscal challenges than most Ontarians realize.

We can no longer assume a resumption of Ontario’s traditional strong economic growth

and the continued prosperity on which the province has built its public services. Nor can

we count on steady, dependable revenue growth to finance government programs. Unless
policy-makers act swiftly and boldly to prevent such an outcome, Ontario faces a series of
deficits that would undermine the province’s economic and social future. Much of this task
can be accomplished through reforms to the delivery of public services that not only contribute
to deficit elimination, but are also desirable in their own right. Affordability and excellence are
not incompatible; they can be reconciled by greater efficiency, which serves both the fiscal
imperative and Ontarians’ desire for better-run programs. Balancing the budget, however,
will also require tough decisions that will entail reduced benefits for some. Given that many
of these benefit programs are not sustainable in their current form, the government will need
to decide how best to target benefits to those who need them most. The treatment may be
difficult, but it is worth the effort.

Ontario’s $14 billion deficit in 2010-11 was equivalent to 2.3 per cent of gross domestic
product (GDP), the largest deficit relative to GDP of any province. Net debt came to

$214.5 billion, 35 per cent of GDP. The 2011 Ontario Budget set 2017—18 as the target year
to balance the books — at least three years behind any other province. The government
asked this Commission to help meet and, if possible, accelerate the deficit-elimination plan.




First, we assessed the 2011 Budget Scenario for the next seven years; while the government
maintained that it was committed to balancing the budget by 2017-18, we concluded, as did
the Auditor General, that the 2011 Budget measures alone would not likely lead to balance.

If there are now plans under development within government to secure all of the fiscal
restraint, they have not been provided to the Commission.

Next, we developed a Status Quo Scenario, our own view of how Ontario’s finances would
unfold if no changes were made to government policies, programs or practices. We used
assumptions for both economic and revenue growth that were more cautious than those in
the 2011 Budget, largely because the economic outlook had deteriorated since March 2011.
We also assumed that the growth of programs would continue to be driven by inflation,
population growth, aging, school enrolments and so on.

The resulting projection indicated that the deficit would more than double to $30.2 billion in
2017-18 and net public debt would reach $411.4 billion, equivalent to just under 51 per cent
of the province’s GDP. To avoid that outcome, we devised a Preferred Scenario for the
budget path that would balance the budget in 2017-18. It incorporates a revenue projection
that is substantially lower than that of the 2011 Budget and a much reduced track for
program spending.

Meeting the target will be difficult, but we believe our recommendations will accomplish the
job. Although our mandate expressly forbids us from proposing new or increased taxes, there
are ways the government can raise some additional revenues. Still, most of the burden of
eliminating the $30.2 billion shortfall in 2017—-18 must fall on spending. To balance the budget,
the province must target a spending level in 2017-18 that is 17 per cent lower than the sum
found in the Status Quo Scenario — a wrenching reduction from the path that spending is now
on. Itis, however, necessary if Ontario is to escape its recent history of rising public debt that
forces the government to spend more than it should in interest payments — money that could
otherwise be used to finance programs. Our Preferred Scenario would hold down the growth
of net public debt, leaving it at 37 per cent of GDP in 2017-18.

Slowing, and eventually halting, further growth of the debt burden is critical. In the past two
decades, Ontario’s fiscal record has been one of large deficits that were only partially offset by
sporadic episodes of small surpluses. Since the late 1980s, Ontario’s debt ratio has more than
doubled to 35 per cent from 14 per cent as recessions quickly created more debt, but good
economic times only reduced it slowly. Debt is costly, since interest must be paid on the
province’s outstanding bonds and other obligations. Unusually low interest rates in recent
years have allowed Ontario to borrow cheaply, but as interest rates rise to more normal levels,
so will the cost of servicing the growing debt, and that will divert dollars away from

public programs.
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Until recently, Ontario’s debt record was similar to that of other Canadian provinces.

In the past decade, however, a commodities boom has allowed provinces such as Alberta,
British Columbia, Newfoundland and Labrador, and Saskatchewan to reduce their debt
burden, leaving Ontario in the company of the three Maritime provinces, with their roughly
35 per cent debt ratios. Canada'’s highest provincial debt ratio, at about 50 per cent, belongs
to Quebec; that is where Ontario is headed in our Status Quo Scenario.

By current international standards, Ontario’s debt is still relatively small. We are a very long
way from the dreadful fiscal condition of countries that have dominated the news in the past
two years. So, however, were many of the headline countries at one time — in some cases,
surprisingly recently. Still, among bond investors, Ontario is seen as a well-governed province
in a well-governed country. We do not mean to be alarmist, only to point out that government
debt can rise quickly if not headed off early. Should the global economy turn nasty once again,
any deterioration in investor confidence could be remarkably swift. The recent decision by
Moody’s Investors Service to revise its outlook on Ontario’s bonds from stable to negative is
a danger sign. With the global recession hitting Ontario particularly hard, Ontario’s recent
deficit record is poor; relative to GDP, it ran the biggest provincial deficits in the country for
three consecutive years beginning in 2008-09; the current 2011-12 fiscal year is likely to

add a fourth.

Our message will strike many as profoundly gloomy. It is one that Ontarians have not heard,
certainly not in the recent election campaign, but one this Commission believes it must deliver.
If Ontarians and their government are going to come to grips with the fiscal challenges that lie
ahead, they must understand the depth of the problem and its causes. Ontario must act soon
to put its finances on a sustainable path and must be prepared for tough action — not just for
a few years, but at least until 2018. We believe Ontarians can make — and implement —

the kind of thoughtful decisions needed to resolve the province’s fiscal dilemma while
protecting, to the greatest degree possible, the public programs on which Ontarians rely,
many of which are a source of justifiable pride.

The rewards of such action will be considerable and tangible. High-debt governments are
always vulnerable to the whims and demands of the financial markets from which they have
borrowed; governments in this position can be forced to take draconian measures to keep
their lenders happy (Greece and Italy are recent vivid examples). Low-debt governments
have much more flexibility to set their own priorities — ones that meet the needs of their
citizens and the good of their jurisdictions as a whole.




How did we get to this point? For most of the past decade, Ontario’s economic growth has
lagged that of the rest of Canada, as changing economic conditions hit Ontario harder than
other provinces. A strong dollar made Ontario’s exports more expensive for foreigners to buy
while making imports cheaper; as a result, foreign trade, once a net contributor to GDP
growth, is now a net drag. In the recent recession, Ontario lost 5.0 per cent of its GDP from
peak to trough, while the rest of the country lost only 3.7 per cent. The human cost of this
lacklustre performance is apparent in jobs and incomes: Ontario’s unemployment rate has
been above the national rate for over five years now; average personal income in Ontario,
more than 20 per cent higher than the average in the rest of Canada in the second half of
the 1980s, was 0.5 per cent lower than this average in the third quarter of 2011.

Ontario’s future growth will almost certainly be slower than it was in the past. Not only will
the global recovery be slower than normal, but Ontario also faces further structural changes.
As in most of the developed world, manufacturing has been dwindling as a share of the
province’s output and employment base. This trend will continue. Moreover, the growth in
Ontario’s working-age population and labour force will come mostly from immigration, but
the incomes of recent immigrants have been well below those of workers who were born

in Canada or arrived earlier.

In short, we cannot count on robust economic growth to resolve our fiscal challenge. Out to
2014, we accept the projection in the government’s 2011 Ontario Economic Outlook and
Fiscal Review that real GDP will grow by an average of 2.2 per cent per year. Beyond that,
we take a cautious approach, based on our view that labour-force growth will slow and
productivity growth will remain modest. From 2015 through 2018, we expect average real
GDP growth of only two per cent per year. Growth in nominal GDP, which includes the impact
of inflation, is even more critical for fiscal planning because it constitutes the tax base —

the economic activity on which the provincial government levies its taxes on income, sales
and corporate profits. We assume nominal GDP growth of 4.2 per cent to 2014 and

3.9 per cent from 2015 through 2018.

Our growth assumption directly affects our projections of the government’s revenue growth.
We continue to be more cautious on the revenue projections to 2013-14 than those
contained in the 2011 Ontario Economic Outlook and Fiscal Review. We see some room

for additional revenue growth without raising taxes (these would involve contraband tobacco,
the underground economy, collections issues, tax expenditures and additional revenues from
Crown agencies), but our projections for 2017-18 point to total revenues of $134.7 billion,
$7.5 billion less than the Budget Scenario’s $142.2 billion. While we can hope for better, we
cannot make firm budget plans on the basis of hope. Our caution also leads us to build in a
larger reserve in case revenues fall short of the forecast.
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The 2011 Budget set out a track to 2017-18 for spending on programs (everything, that is,
except interest on the debt) that involved growth of 1.0 per cent annually from 2010-11 to
2013-14 and 1.7 per cent per year from then until 2017-18. But if we assume that government
programs continue as they are now delivered, then spending is actually on course to grow
much faster — 3.5 per cent per year on average over the seven-year period. This is about half
the pace of the past decade, so significant action has been taken. Our Status Quo Scenario
for program spending incorporates increases that are likely to occur if current programs retain
their present form, if no new programs are introduced and if nothing further is done to restrain
spending. It is based on drivers of spending growth such as inflation, population growth, aging,
new drugs, enrolment growth and welfare caseloads.

Yet spending is neither out of control nor wildly excessive. Ontario runs one of the lowest-cost
provincial governments in Canada relative to its GDP and has done so for decades. And we
must recognize that some important steps have been taken in the past few years to help
manage costs, improve our prospects for future economic growth and enhance services to
the public.

To prevent the $30.2 billion deficit that we project in our Status Quo Scenario for 2017-18,

the government can raise taxes, cut the rate of spending growth, or do some of both. While
our mandate precludes us from recommending new or increased taxes, we believe that the
revenue measures mentioned earlier could raise almost $2 billion by then; the government
should proceed with these measures. Steadily reducing the deficit to zero in 2017-18 would
save $4.3 hillion in interest costs. To balance the budget, we need to shave about $23.9 billion
off our projection for program spending in that year.

Such an outcome allows for an increase in total spending on programs of only 5.6 per cent
over seven years, or 0.8 per cent per year. If we factor in both population growth and inflation,
we find that real program spending for every man, woman and child in Ontario must fall by
16.2 per cent, an average annual decline of 2.5 per cent from 2010-11 through 2017-18,

a drop that is almost certainly unprecedented.




TABLE1. Three Views of the Outlook for 2017-18

2010-11 | 2017-18 2010-11 to 2017-18 2010-11 2017-18 2010-11 to 2017-18 2010-11 2017-18 2010-11 to 2017-18
Billions | Billions | Per Cent CAGR* Per Per | PerCent CAGR* Per Per | PerCent CAGR*
9) ($) | Change (Per | Capitain | Capitain [ Change (Per | Capitain | Capitain | Change (Per
Cent) current current Cent) 2010 2010 Cent)
dollars dollars dollars dollars
Fkk Fkk
Budget Scenario*
Revenue | 1062 | 142.2 339 | 43 8,027 | 9,898 233 | 3.0 8027 | 8527 6.2 | 0.9
Expense
Program 1133 124.9 10.2 14 8,569 8,697 15 0.2 8,569 7,492 (12.6) (1.9)
Spending
Interest on 9.5 16.3 70.7 7.9 720 1,132 572 6.7 720 975 354 4.4
Debt
Total 1229 1412 14.9 20 9,289 9,829 5.8 0.8 9,289 8,467 (8.8) (1.3)
Expense
Contingency - 1.0 - - - 70 - - - 60 - -
Reserve
Surplus/ (16.7) - - - (1,261) - - - (1,261) - - -
(Deficit)
Net Debt 217.3 322.5 48.4 5.8 16,431 22,450 36.6 4.6 16,431 19,340 17.7 2.4
Net Debt/ 35.5% 39.7% - - - - - - - - - -
GDP
Status Quo*
Revenue | 1067 | 1327 | 245 | 3.2 8,063 | 9,241 | 146 | 2.0 8,063 7,960 | (1.3) (0.2)
Expense
Program 111.2 141.4 27.2 35 8,406 9,842 171 2.3 8,406 8,479 0.9 01
Spending
Interest on 95 19.7 107.5 11.0 717 1,369 911 9.7 717 1,180 64.6 74
Debt
Total 120.7 161.1 335 42 9,122 11,212 22.9% 3.0% 9,122 9,658 59 0.8
Expense
Contingency - 19 - - - 132 - - - 114 - -
Reserve
Surplus/ (14.0) (30.2) - - (1,059) (2,103) - - (1,059) (1,812) - -
(Deficit)
Net Debt 2145 4114 91.8 9.8 16,216 28,641 76.6 8.5 16,216 24,672 52.1 6.2
Net Debt/ 35.0% 50.7% - - - - - - - - - -
GDP
Preferred Scenario*
Revenue 106.7 134.7 26.3 3.4 8,063 9,377 16.3 2.2 8,063 8,077 0.2 0.0
Expense
Program 111.2 117.5 56 08 8,406 8,176 2.7) (0.4) 8,406 7,043 (16.2) (2.5)
Spending
Interest on 9.5 15.3 61.8 71 717 1,068 49.0 5.9 717 920 28.4 36
Debt
Total 120.7 132.8 10.0 14 9,122 9,244 13 0.2 9,122 7,963 (12.7) (1.9)
Expense
Contingency - 1.9 - - - 132 - - - 114 - -
Reserve
Surplus/ (14.0) 0.0 - - (1,059) 0.0 - - (1,059) 0.0 - -
(Deficit)
Net Debt 2145 300.1 39.9 4.9 16,216 20,888 28.8 37 16,216 17,994 11.0 15
Net Debt/ 35.0% 37.0% - - - - - - - - - -
GDP

* Certain figures may not add due to rounding.
** CAGR = Compound Annual Growth Rate.
*** Deflated by the CPI.
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Not every program should grow at the 0.8 per cent rate that is our limit. But if some programs
grow faster, other programs will have to grow more slowly or even shrink. For example, if
health care continues to grow by 6.3 per cent per year — its track record over the previous five
years — then all programs other than health would have to contract by 4.1 per cent annually to
meet our target. Health care would run roughshod over every other priority; it would gut every
other government service that Ontarians rely on for their education, social welfare, justice
system, infrastructure needs and a host of other programs that matter to the people of this
province. This cannot be our future.

Another choice Ontarians must face in the months ahead involves labour compensation.
Since the total bill for wages, salaries and benefits accounts for about half of all Ontario
government program spending, it is difficult to believe that program spending can be held
to annual growth of 0.8 per cent if labour costs rise appreciably.

Having developed a number of scenarios for program spending, we have opted to recommend
one that counts on very restrained growth in health care outlays to leave room for spending
growth in some other programs. We believe there is ample scope in the health care system for
efficiencies that will allow health care providers to deliver the services Ontarians need without
getting annual increases of the kind seen in recent years.

Accordingly, we recommend the following annual changes in program spending out to
2017-18:

Health care — plus 2.5 per cent;

Education — plus 1.0 per cent;

Post-secondary education (excluding training) — plus 1.5 per cent;
Social programs — plus 0.5 per cent; and

All other programs — minus 2.4 per cent.




This permits post-secondary education grants to almost keep pace with enrolment and
provides a realistic path for non-health, non-education, non-social services spending. For the
latter programs, it represents a very significant degree of restraint: a cumulative decline in the
level of spending of 15.6 per cent over seven years. But a significant portion of this “everything
else” category is either fully committed by historical arrangements such as amortization and
pension contributions, or simply unwise to cut, such as existing shared-cost agreements,
where the province would be giving up federal dollars. For everything other than these fixed
items, the cumulative decline would come to about 27 per cent. If we attach dollar signs to
these changes, we find that in 2017-18, total program spending will be up $6.3 billion from
2010-11. Health will have $8.4 billion more; education (elementary and secondary),

$1.6 billion more; post-secondary education, $0.7 billion more; and social services, $0.5 billion
more. All other programs will have $4.0 billion less, while changes to reserves and year-end
savings will make up the difference.

Ontario’s finances do not yet constitute a crisis, and with early strong action a crisis can be
averted. Crises almost inevitably bring forth bad public policy decisions born of desperation.
The lessons of history and of what is happening elsewhere today are clear: the government
must take daring fiscal action early, before today’s challenges are transformed into tomorrow’s
crisis. Unlike a crisis, a challenge can be met with well-considered, firm, steady and even
imaginative action that deals with the problems methodically and phases in the needed
changes over a period of years, giving people a chance to adjust. The government's decision
to create the Commission and give it a broad mandate to address near- and long-term fiscal
issues signals its intent to address these challenges and head off any crisis. Our goal in this
report is to set out the kind of measures that will meet the task.

The Fiscal Challenge

Closing the budget gap by 2017-18 will not be easy. However, many Canadian governments
have successfully faced deep fiscal problems in the past two decades and in the process have
strengthened their capacity to deal with fresh challenges as they came along. Most of those
episodes occurred in the 1990s, when a sharp recession was followed by a recovery that was
halting at first before gathering enough momentum to generate a solid expansion. Economic
growth helped governments back to fiscal health, but many restrained spending significantly
and some raised taxes. This time, economic growth may not even be strong enough to lend
much of a hand.
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The federal government’s elimination of the deficit between 1995 and 1998 is the best-known
example. Departmental operating budgets, as well as grants and contributions, were reduced
by 15 per cent to 25 per cent, while transfers to the provinces were cut by more than

21 per cent over two years. Seven of every eight dollars needed to eliminate the deficit came
from spending restraint rather than revenue-generating measures. Program spending fell by
almost 10 per cent in the first two years of the restraint period and remained below the
pre-restraint peak for five years.

Four provinces that carried out vigorous and successful deficit-cutting exercises — Alberta,
Saskatchewan, New Brunswick and Ontario — all relied on spending restraint or outright cuts
to a much greater extent than tax increases. In Alberta, total spending on programs fell by
almost 22 per cent in three years and remained below its peak for six years. Saskatchewan,
which had come close to defaulting on its debt, used a mix of spending cuts and tax increases.
Program spending was cut by 10 per cent from the peak, but the restraint period lasted a full
seven years. New Brunswick’s two episodes of restraint in the 1980s and 1990s produced a
mixed record. The first relied mainly on revenue increases. The second was tackled with a
combination of tight expenditure curbs and revenue-raising measures, but government
spending fell in only one of the restraint years.

In Ontario, a deep recession and five years of deficits raised the debt ratio from 12.7 per cent
in 1989-90 to 29.2 per cent in 1994-95. After the 1995 election, the Harris government
substantially reined in spending, with the exception of health care; the two most dramatic
moves were a 22 per cent cut in social assistance rates and a downloading of program
responsibilities to municipal governments, with a partial fiscal offset from other changes

in Ontario—municipal relations and the induced reductions in overall welfare expenditures.
Strong economic and revenue growth after 1995 helped the province balance its budget

by 1999-2000, by which time spending had begun to rise again.

Despite the lasting reputation of the Harris government, program spending fell by only
3.9 per cent from its 1995-96 peak and stayed below the peak for only three years, a
period of restraint that was both milder and much shorter in comparison with Alberta and
Saskatchewan. Even Quebec cut program spending by more than Ontario during this
period — 4.6 per cent over two years.




How does our scenario for the period from 2010-11 through 2017-18 compare with the
1990s?* Our Preferred Scenario projects that revenue will grow by 3.4 per cent annually from
2010-11 to 2017-18. Between 1993-94 and 1999-2000, the recovery period from deficit in
the 1990s, revenue grew by a robust 4.7 per cent per year, even though taxes were cut after
1995. The 2011 Budget clearly signalled the government’s intention to restrain spending in
the seven years to 2017-18. Remarkably, the implications of the spending goal went almost
entirely unremarked by the public in the months since the Budget was released. In setting
out a target for program spending in 2017-18, the government’s Budget Scenario was pointing
to a steady decline in real program spending per capita, averaging 1.9 per cent per year.
Startlingly, this compares with a real per capita decline in program spending averaging

2.0 per cent per year between 1993-94 and 1999-2000. Ontarians did not notice that the
2011 Budget was projecting seven years of real per capita spending cuts that looked very
much like the 1990s.

Unfortunately, the Commission believes that will not be enough. Given our greater caution in
projecting revenue growth, our Preferred Scenario suggested that program spending — again
on a real per capita basis — will have to fall by 2.5 per cent per year.

The 1990s cuts probably appear smaller than the figures many Ontarians remember. But in
1999-2000, as the budget approached balance, program spending increased by 3.0 per cent
as the government loosened the purse strings to deal with the pressures that had
accumulated; health spending alone increased by 11.4 per cent.

The lesson here is that governments can hold the lid on spending for a while by taking
extraordinary measures to contain compensation costs, postpone capital projects and scrimp
on infrastructure maintenance. But unless fundamental spending reforms are implemented,
the old pressures reassert themselves and governments with newly balanced budgets have
a hard time resisting them.

Ontario is neither a high-tax nor high-spend province. It does not enjoy the easy pickings of
natural resource revenue, nor is it a major recipient of federal transfers in comparison with the
rest of Canada. To meet its own goal of a balanced budget in seven years, the government will
have to cut program spending more deeply on a real per capita basis, and over a much longer
period of time, than the Harris government did in the 1990s. Moreover, it does not have the
option of an immediate deep cut in social assistance rates, which have not greatly recovered
from a 22 per cent cut in 1995. It will have to maintain restraint for as long as Alberta’s Klein
government and Saskatchewan’s Romanow government in the 1990s, recognizing that Alberta
also made deep cuts to social assistance payments, while Saskatchewan raised taxes to help
meet its goal.

1 Accounting changes have forced us to use a six-year period in the 1990s.
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The ultimate challenge in the years ahead will be to find ways to make government work
better and preserve as much as possible the programs Ontarians cherish most.

Mandate and Approach

There are five parts to our mandate:

1. Advise on how to balance the budget earlier than 2017-18.

Given the deterioration in the economic outlook since the 2011 Budget, we believe an earlier
target for balance is neither practical nor desirable.

2. Once the budget is balanced, ensure a sustainable fiscal environment.

Our proposals aim to keep the budget roughly in balance after 2017-18. We attach great
importance to this goal.

3. Ensure that the government is getting value for money in all its activities.

We see this as a requirement to recommend ways of ensuring that all programs and services
achieve the best possible outcomes within available resources.

4. Do not recommend privatization of health care or education.

We interpret this to mean that health care must be kept within the public payer model. We do
not interpret it as denying opportunities for private-sector delivery of services, if that is more
efficient. We interpret our education mandate to mean that we will not advocate any shift to
educational institutions that are predominantly financed from private revenue.

5. Do not recommend tax increases.

Although our mandate precludes us from recommending higher taxes, we do recommend
ways to raise more revenue without adjusting tax rates.

We have developed a number of broad guidelines for our recommended actions. Government
ministries and agencies should always strive for efficiency gains, not only when driven by
overall budget restraint or in response to problems unearthed by the Auditor General or
exposed by a spending scandal. We have also drawn lessons from both public- and private-
sector restructurings, a series of “dos and don’ts” that we will set out in reverse order.

11



The “don’ts” are proposals that sound useful, but are often harmful:

Do not simply cut costs. The imperative to restrain spending should instead be an
opportunity to reform programs and service delivery;

Avoid across-the-board cuts. They represent an abdication of the government’s
responsibility to make real, and often difficult, decisions;

Avoid setting targets for the size of the civil service. A leaner civil service will be an
inevitable result of lower-cost programs and achieving greater value for money;

Do not rely unduly on hiring freezes and attrition to reduce the size of the civil service;
Do not hang onto public assets or public service delivery when better options exist; and

Do not resort to traditional short-term fixes.
The “dos” apply across the entire public sector:

The government should issue a road map setting out its vision. Such a document would
both inform the public about the changes that lie ahead and also serve as a script for all
bureaucrats;

Higher priority should be given to programs and activities that invest in the future rather
than serve the status quo;

Policy development should be more evidence-based — with clear objectives set
based on sound research and evidence — and relevant data collected and used to
evaluate programs;

Governments must minimize the cost of operations, but they also need rules to ensure
that taxpayers’ money is not abused. The pendulum has now swung too far towards
excessive rules, with too many layers of watchers at the expense of people who actually
get things done. The Ontario government must find a new middle ground;

Within their operations, public-sector service providers should assign people to jobs where
they are most effective, efficient and affordable;

Seek common themes across the reforms to achieve economies of scale and to simplify
communications; and

Reform must be pervasive and speedy. Broader action favours a public perception that the
reforms are fair, as opposed to a view that a few programs were unfairly targeted. Change
is disruptive, but the medicine does not go down more easily if it is dragged out over a
long period.

12
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We can perhaps shoot for a grander goal — a province that provides the best public services,
delivered in the most efficient manner, in the world. If this sounds impossibly ambitious, put the
guestion another way: Why not? We goad our business sector to win new customers globally
in the face of stiff competition. Why not apply the same standards to our government? Why not
give our public servants an objective that can turn the task of transformation — which will at
times be a very tough slog — into a project that becomes a source of real pride?

What does being the best at public policy and services look like?

Public service would be an honourable calling that would draw the province’s best and
brightest people into government. The best public service would set clear objectives, use
proper metrics to measure progress and provide clear accountability for those expected to
meet the objectives. It would benchmark itself against the best in the world. It would constantly
evaluate priorities; if a new priority is identified, others would move down a spot and some,
now outdated, would be discarded. It would drive relentlessly towards effectiveness and
efficiency. It would focus on outcomes, not inputs, and give managers the flexibility to do

the job best within their budget. It would approach risk from a scientific basis.

The task ahead need not be dreary. Many will scoff that the very idea of creating an
organization that delivers the world’s best public services is hopelessly naive, and that we
should not even think of such lofty goals. But high ambition should never be sneered at.
Such an objective could instil in our politicians, our public servants and all Ontarians a sense
of purpose that would help see us all through this monumental mission.

Why not?

Making Transformation Work: Process and Structures

Ontarians are not prepared for the severity of the restraint needed to balance the budget
by 2017-18. Raising public awareness of the challenge must be done early, clearly and
consistently. The 2012 Budget should set out as much detail of the restraint as feasible.

In any organization, a major transformation can succeed only if it is clearly led from the top.
Once the Budget is crafted, the task of ensuring that the spending targets turn into firm action
falls to the Premier’s Office and the Cabinet Office. It must be clear to all that the Premier’s
Office is giving full moral and organizational support to the effort.

The budget process itself needs some reforms. The annual budget can be a powerful
educational tool both for Ontarians in general and for public-sector officials. Transparency,
clarity, the use of reserves and a long-term perspective are all virtues in budget-making;
there is now too little of all four.

13
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