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Dear Delegates, 

On behalf of the Model City Hall Executive Team, welcome to the 2018 Model City Hall Economics 
Committee. Our names are Neelesh Thakur and Andy Jin, and we have both been a part of MCH for 
quite some time. We both have a passion and deep interest in economics and its effects at the 
societal and the individual levels.   

Fiscal policy plays a fundamental role in developing and shaping the future of the city. Being one of 
Model City Hall’s larger committees, this year’s economics committee looking at the most 
controversial economic questions that are currently relevant to Toronto.  

As the provincial government moves towards mandating a minimum wage, how will the City of 
Toronto handle the implementation? How can we, as a city, combat the growing inequality we see 
manifesting right before our eyes? Are current tax rates too high or too low for residential and 
commercial units? There are no simple answers to any of these questions; however, you have the 
opportunity to voice your opinions on all of these issues. As committee chairs, we understand the 
complexities of these problems and their solutions.  

Our goal for this conference is to create an accessible platform for youth to express their opinions, 
hear from others in their community, and learn more about municipal politics. We believe that 
ultimately it is through open and respectful discussions like these that we are able to affect change in 
our communities. Above all else, we hope that this is a positive and fun learning experience for all. We 
would like to thank you for your active participation and we hope you all enjoy Model City Hall 2018! 

 

Best regards, 

 

Neelesh Thakur and Andy Jin, 

Chairs of the Economics Committee 
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TOPIC 1: Minimum Wage Increase 

Recently, the Ontario government passed legislation that mandates a $15 minimum wage be 
implemented by 2019, representing a 32 percent increase over 18 months. There has been 
widespread support for this implementation with proponents arguing that such an increase would 
assist with increasingly unaffordable costs of living in the province—a problem felt most acutely in 
Toronto, particularly among youth and new immigrants. Supporters of the wage increase argue that 
such policy is a long-overdue measure that has the effect of paying Ontarians a livable wage and 
reducing poverty in the province. That said, in Toronto, where the cost of living is substantially higher 
than the rest of the province, arguably an even higher minimum wage may be necessary. 
Additionally, it has been argued that such an increase in the minimum wage would have the benefit 
of stimulating the economy by putting money directly into the pockets of consumers. As workers 
spend their increased wages on goods and services, this money would find its way back into the local 
economy, leading to economic growth. Therefore, there may arguably exist numerous possible 
economic benefits to the city of Toronto as a result of the minimum wage increase. 

 

While the province’s legislation has generally been met with support, some experts argue that such a 
rapid and significant increase could have economic consequences: notably adverse effects for small 
businesses, and decreases in demand for low-skill workers, the very individuals this plan aims to 
target. In fact, the province’s Financial Accountability Office has estimated more than 50,000 people 
could lose their jobs due to the minimum wage increase, concentrated among teens and young 
adults. Historically, the province has seen steady but small increases in the minimum wage; such a 
significant and rapid increase in the minimum wage would mean an increased financial burden on 
businesses. Opponents argue that small businesses and start-ups, businesses with high costs and 
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already low profit margins, will feel the negative effects of the wage increases the most. Consequently, 
these businesses are significantly more likely to take measures to cut costs as a result of the greater 
financial burden placed upon them to pay salaries; some economists argue that this may result in 
decreases in employment, particularly among low-skilled workers. 

Delegates must consider and evaluate the effects of the minimum wage increase on the city 
of Toronto and its residents. Possible resolutions delegates may propose include increasing the 
minimum wage in the Greater Toronto Area to better reflect the uniquely high cost of living in the city 
compared to the rest of the province. The possibility of a guaranteed annual income may also be 
considered. Alternatively, delegates may discuss the possibility of passing a motion to urge the 
provincial government to reconsider the minimum wage increase as it affects small businesses and 
industries in Toronto. Furthermore, delegates may explore possible opportunities for the city to invest 
in businesses or start-ups to offset the limitations on growth that such a minimum wage may impose. 

Discussion questions: 

 What role, if any, should the city play to ensure its residents are being paid a living wage that 
reflects the cost of living in Toronto? 

 Should the municipal government take into account the interests of businesses when making 
economic decisions that impact the lives of residents? 

 

TOPIC 2: Income Inequality 

In recent decades, Toronto has grown to become a divided city. Neighbourhoods are becoming 
divided along income lines, with high-income neighbourhoods attracting the ultra-wealthy both 
domestic and foreign, and poorer areas of the city becoming increasingly so. With housing prices 
across the city skyrocketing at record rates in recent years, it is becoming increasingly difficult for 
prospective homeowners to live affordably. As a result, they are forced further out of the city and into 
low-income neighbourhoods, and consequently middle-income neighbourhoods are vanishing.  In a 
report published by the University of Toronto in 2016, the city ranked 4th in North America and 19th 
in the world among the most economically unequal cities—and the problem is only worsening. 

Without intervention, Toronto is on the path to becoming a city where a privileged few can 
afford to live in multimillion-dollar condominiums on the subway line in crime-free neighbourhoods 
and to send their children to elite private schools, and a city where a great many more are struggling 
to make ends meet and to pay for housing and the rising costs of food. Such economic inequality has 
a real effect on the affected communities including higher levels of violence, imprisonment, addiction, 
obesity, and, according to the OECD, an “invariably negative” impact on GDP growth. In fact, 
according to the Toronto Police Service, neighbourhoods with the highest incidences of crime 
including assault, theft, break and entering, and homicide as of 2016 rank consistently among the 
lowest in terms of average annual income.  
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The city of Toronto focuses on issues regarding poverty in the city by implementing social assistance 
programmes that target at-risk populations, and by taxing its residents equitably to ensure public 
services can be provided to all. Delegates will need to evaluate the consequences of such a divide in 
wealth between city residents, examine the necessity for government intervention, and formulate an 
appropriate solution. 

 

Possible solutions delegates may consider include changing the city’s property taxation policy. Some 
alternatives to the current model would be creating a more progressive taxation system that not only 
takes into account the value of the property but also the income of its residents. Furthermore, 
delegates may propose tax rates that differ by wards to further equalise the growing issue of wealth 
division. Another possible tax policy would be an introduction of a road toll on the Don Valley 
Parkway and the Gardiner Expressway in an effort to target high-income residents, with the collected 
wealth being redistributed toward development projects in poorer neighbourhoods. Also, delegates 
may consider offering tax breaks to businesses that operate or employ workers in certain areas of the 
city. Additionally, delegates may consider increasing spending or funding initiatives that help generate 
economic growth in neighbourhoods where wealth is comparatively lower.   

Discussion questions: 

 To what extent are measures that aim ensure wealth equality in the best interest of all 
residents of the city? 

 What is a fair solution to wealth inequality? 
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TOPIC 3: Residential and Small Business Property Tax Rates 

On the issue of property taxes, no matter what way you look at it, Toronto has one of the lowest 
residential property tax rates in Southern Ontario. In fact, in the GTA, Toronto has the lowest 
residential property tax rate at 0.66% for residential units (meaning the owner of a house is taxed 
0.66% on their total property value), 2.34% for commercial units, and 1.46% for multi-residential units.   

That being said, Toronto does have relatively higher commercial tax rates compared to other 
cities in Ontario. Neighbouring cities such as Mississauga have higher residential rates at 0.85%, but 
lower commercial rates at 2.02%.  

 

The notion is that Toronto shifts the tax burden from its residences towards the businesses that have 
set up shop in the city. However, this is generating resentment from many small business owners as 
they they are paying rates twice as high as residential units. According to the Toronto Association of 
Business Improvement Areas, property taxes in Toronto are the most frequently referred-to cost that 
a business incurs that is a challenge to them. On top of this, the association also argues that the high 
commercial tax rate in Toronto creates a larger barrier of entry for entrepreneurs to set up their own 
respective businesses.  

As Toronto grows as a city, property values will rise the closer a business or residential area is 
to the downtown core. This is a serious problem for many small businesses which have been forced to 
close in the 2017 fiscal year alone. According to the Municipal Property Assessment Corporation 
(MPAC), average valuations for property values in Toronto have increased by 12.5% since 2012, and 
are continuing to rise. Under MPAC’s current property valuation model, small businesses in places 
such as Yonge Street pay similar commercial property taxes as if they were to develop a high rise 
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condo because MPAC valuates potential use instead of actual use. This has caused some business 
owners to pay double and even triple their original tax payments, forcing them to close down. MPAC 
have stated their awareness of the concerns that many small business owners have brought up but 
have not made any substantial steps on altering valuation methods.  

On top of all this, in a 2016 report by financial services firm KPMG found Toronto’s valuation 
method to be very unusual for a North American city, and potentially detrimental for the 
competitiveness of small business.  

Possible situations to look into are lowering the tax rate for commercial units in Toronto while 
rising residential rates or creating a separate tax rate for small businesses all together.  

 

TOPIC 4: Potential New Revenue Streams and New Taxes 

In 2016, one of the world’s largest financial services firms, KPMG LLP, published a report regarding the 
City of Toronto’s revenue streams. From the report, it was evident that Toronto had to re-examine its 
current revenue tools as Toronto finds itself too reliant on revenue from property taxes. The report 
suggested several new tools such as a Motor Vehicle Registration Tax that could potentially bring in 
$18M-$94M in annual revenues, to a Municipal Sales Tax that could reap in up to $515M in additional 
revenue annually.  

The problem with some of these potential revenue streams is that they are not officially 
permitted under the City of Toronto Act of 2006 (COTA) as COTA strictly outlines what the city can 
and cannot do in regards to matters related to taxation. However, COTA also allows the City of 
Toronto to form its own council and repeal certain clauses and regulations. Additionally, KPMG also 
points out that the more overall taxes introduced to an economy leads to more general avoidance of 
either paying or participating in a taxed activity.  

That being said, it is abundantly clear 
that in order for Toronto to keep up with its 
current economic growth, it needs a greater 
inflow of revenue to fund its expansive projects. 
This could mean reviewing current COTA 
regulations such as making it so that the City of 
Toronto can decide whether or not to introduce 
a municipal sales tax. Other potential revenue 
options to look at include a Local Hotel Tax 
(potentially bringing in to $126M in annual tax 
revenues) or Parking Sales Tax (potentially 
bringing in to $121M in annual tax revenues). 
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