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Mr. Minister, first I would like to thank you for the opportunity to attend your 2005

budget consultation.  Hopefully, by the time that your budget is finalized,  you will have

reached an agreement on the Atlantic Accord that is acceptable to our Province.  The Town

Council of Gander fully supports your Government’s efforts to obtain a deal that would give

our Province 100% of the offshore revenues.   This extra revenue is much needed in order

for you to provide an acceptable level of service to the citizens of our province.  

Last year we requested that there would be no cuts to our Municipal Operating Grants

because if we are to be competitive and provide good infrastructure to attract investment we

need the support of your government through these grants.  This request was not granted and

your Department announced a $100,000 reduction in our grants with further reductions

planned for this year.  We appeal to you not to implement the next series of reductions.  

Like most municipalities across Newfoundland & Labrador, the Town of Gander is

struggling financially to meet the ever increasing demands for new and better services for its

citizens.  We find that our infrastructure is aging and requires more and more funding to

maintain the present level of services and we are unable to finance any new programs.  Each

year, for the past several years, we have been forced to operate at last years levels, even

though there is a need, because of new legislation or by changing lifestyles, to introduce new

services.  
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For example, drinking water guidelines changed and we are required to build a new water

treatment facility, also many of our citizens are expecting better recycling programs as they

learn of the importance of protecting our environment.

We find ourselves in a situation where we are forced to run a balanced budget,

municipal operating grants are being reduced and we have to choose between raising taxes

or not providing the services.  We live in a global economy and are competing for jobs and

talent and increasing municipal taxes, failing to provide necessary services or investing in

needed capital projects, are unlikely to help us attract the businesses and skilled workers that

are needed for growth and prosperity.

Before the Grant cuts started in the early 1990's,  taxes made up 57% of the Town’s

budget and Municipal Operating Grants comprised 21% of our Budget. Today Municipal

Taxes are 80% of our Budget and Municipal Operating Grants are 4.8%. The cutting of

MOG’s  result in downloading of taxes from one Government to another - the taxpayer does

not benefit.

Economic development occurs in municipalities and not in the Provincial and Federal

Governments yet the Province and the Federal Government derive the greatest benefits from

an expanding economy and municipalities are required to provide more services with a static

revenue base.  
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Property taxes are the backbone of our municipal finances and 80% of Gander’s revenue is

based on property taxes.  Property taxes are generally inelastic, that is they do not grow as

the economy grows, and in addition they constitute a disincentive to invest in property as the

more investment is made the higher the tax bill.

At the present time, studies conducted by the Federation of Canadian Municipalities

concluded that the Provincial Government receives 42% of the tax dollar generated, the

Federal Government 50% and the Municipal Government 8%.  If municipalities are to

become the economic engines for growth and prosperity there has to be a redistribution of

revenues.

There are several areas where the Town Council of Gander feels that the Province

should consider for revenue sharing or revenue redistribution:

1. Municipalities should be able to access a portion of the fuel taxes.  The majority of the

road systems are within municipalities and a share of the fuel tax should be directed

to municipalities to help pay for maintenance and reconstruction of the municipal

roadways. The Federal Government has announced that it will provide a portion of

its fuel tax revenue to Municipalities and our Council is asking that the Province

allow these funds to flow through to us without the Province reducing its

contributions.
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2. Accommodations Tax - the Municipalities Act should be changed to provide the

authority to municipalities to levy a room tax on accommodations.  Municipal

infrastructure and services are used by visitors and having access to this new type of

revenue would distribute the burden of taxes more fairly to all users of municipal

services.

3. Exemption of Municipal Operations from HST - at the present time municipalities

receive a 100% rebate on the Federal portion of the GST and the Provincial

Government should exempt municipalities totally.  If this policy were implemented,

our Town would save $275,000 on its operating expenses.  An exemption from HST

would also make capital expenditures more feasible.  For example, Council is

presently planning for a new water treatment plant at a cost of $8,000,000.  The HST

makes up approximately $1,000,000 of that cost.

4. Remove the cap on municipal operating grants - the present municipal operating grant

program was introduced several years ago and provided a mechanism whereby

municipalities could benefit from new housing construction and through funding for

water & sewer and roads.  However, Government placed a ceiling on the total amount

of municipal operating grants that it would pay in any given year which resulted in the

larger municipalities receiving a greater portion of the grants than the smaller

municipalities which were not experiencing growth.  

Had the ceiling not been put in place municipalities would have received a share of
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revenues that are derived from the Provincial Government through residential

construction.  

The Town Council of Gander’s municipal operating grant was reduced from

$1,367,900 to $394,000 which has caused our infrastructure to deteriorate  because

sufficient funds are not available to adequately maintain it.  An increase in the

municipal operating grants would also enable many more municipalities to take

advantage of the Federal Government Infrastructure program.

5. Taxation of government-owned buildings - the cost of providing municipal services

to Government properties must be addressed.  The Provincial Government, unlike the

Federal Government, does not pay municipal taxes or a payment in lieu of taxes on

Government owned property.  The cost of providing services to these properties is

borne exclusively  by the municipal tax payer, a tax burden that is neither fair nor

equitable.  Council urges the Provincial Government to pay municipal taxes to address

the inequities which exist in the present system.

6. Federal Payment in Lieu of Taxes (PILT) - Presently Newfoundland & Labrador

receives $3.8 Million from the Federal PILT which is .87% of the total funding

available. As a % to population the province’s share is 1.6% and population to

spending is .54%. 

These percentages are among the lowest in the country as can be seen by the following
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graph:

Province $ Millions %of Total % of
Population

Population to
Spending Ratio

Northwest
Territories

2.2 0.50% 0.10% 5.04

Yukon 1.3 0.30% 0.10% 2.98

New Brunswick 18 4.12% 2.40% 1.72

Nova Scotia 20.7 4.74% 2.90% 1.63

Prince Edward
Island

2.8 0.64% 0.40% 1.60

Nunavut 0.6 0.14% 0.10% 1.37

Manitoba 20 4.58% 3.70% 1.24

Ontario           192.7 44.12% 38.80% 1.14

Quebec                        
106.1

24.29% 23.60% 1.03

Saskatchewan    10.8 2.47% 3.10% 0.80

British
Columbia

37.5 8.59% 13.10% 0.66

Newfoundland
& Labrador

3.8 0.87% 1.60% 0.54

Alberta 20.3 4.65% 10.00% 0.46

Total PILT 436.8

Government should explore methods by which Municipalities can obtain its fair share of this

Federal program.  Newfoundland and Labrador is the only province which has a business

occupancy tax, which is a tax on which the Federal Government does not pay PILT.
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Other Considerations:

1. Government Service Centre - Gander is the headquarters for the Central

Newfoundland Government Service Centre and the number of government services

that has been offered to the central area residents have been increasing and the

residents appreciate the fact that the service is more accessible and that it is less

costly.  At the present time there is a deficiency in the services being provided by the

Motor Registration Division as a portion of the service is provided in Gander and the

remainder through the Grand Falls-Windsor sub office.  Residents who are served

through the Gander office cannot obtain a vehicle transfer nor their Driver’s License

through this office.  We have met with several Ministers and bureaucrats in the past

and discussed this situation and have been advised that it is the mandate of the

Department to provide these services through Government Service Centres but lack

of funds have prevented this from happening.  We are requesting that you provide the

necessary funds to establish a full Motor Registration service in Gander, which will

service not only our residents, but that of the outlying areas.

2. Economic Growth and Development - 

(A) Regional Authority -  Economic Development in the Province faces a number

of significant challenges from an organizational, operational and financial

perspective. 
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Government needs to rethink how economic development programming is developed

and delivered throughout the province with a goal of more accurately addressing the

grassroots needs of rural communities.

A majority of the planning and policy activities specific to economic development are

often delegated to government staff based in St. John’s. Although well intentioned,

officials with little more than a textbook understanding of the issues and challenges

facing rural communities have not and cannot develop realistic policies nor deliver

effective marketing programs for these regions.

It is imperative that the Provincial Government reallocates core planning, policy and

implementation resources to regions outside of St. John’s. 

(B) Centres of Excellence

Success in developing a competitive manufacturing base has been achieved globally

by governments that focus on development of a core industrial competency, which

may be manifested as  “Centres of Excellence”.  More than an aggregate of sector

specific industries, Centres of Excellence foster a creative and cooperative business

environment where mutually beneficial relationships precipitate continued economic

growth. 
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This approach would work well in Newfoundland and Labrador where there are often

well-defined regional interests and expertise. In Gander’s case, the development of

a “Centre of Aerospace Excellence” would be a logical choice. With an existing, small

but active industry base, as well as a world class aerospace training institution, Gander

is well on it’s way to global recognition in the sector.  

The Provincial Government must allocate the appropriate human and financial

resources necessary to support and market Gander as a “Centre of Aerospace

Excellence.”

(C) Investing in Education

In a new technology based economy, manufacturers demand human resources with

both education and a technical savvy. Nothing better helps to meet these needs than

a well-established technology focused training institution. In Gander, the College of

the North Atlantic develops and delivers world-class aerospace training programs that

have been recognized and availed upon by aerospace companies around the world.

With a looming shortage of skilled Aircraft Maintenance Engineers (AME) and a

burgeoning airline industry, the College of the North Atlantic is poised to capitalize

on its outstanding reputation and technical expertise.
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College and community officials have recognized this opportunity and are working

together to advocate the expansion of the aerospace training programs and

capabilities. 

Such an expansion will offer valuable economic gains for the community and will

contribute to the overall credibility of Gander as a “Centre of Aerospace Excellence.”

As an institution of the provincial government, the province must give serious

consideration to the opportunities afforded by the expansion of the Gander campus

of the College of the North Atlantic and invest in the future of aerospace training in

the province.

3. James Paton Memorial Hospital - , a regional referral hospital, has been under

reconstruction for many years, and in last year’s budget a decision was made to again

delay its completion.  

We feel that this project must be completed in a timely fashion because the delays

have resulted in an increase in the construction costs.  The James Paton Memorial

project has been ongoing for many years and many other projects in the health care

field has been started and completed and Council feels that it is time that this project

be completed.
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Government has made a decision to amalgamate the three Health Care Boards in the

Central area. Council feels that this decision is a very ambitious one because of the

large geographical area that is covered and is fearful that the  amalgamation may

result is a reduction to patient care and to the economic benefits that are derived from

these separate Boards. Council requests that Government ensure that there will be no

reduction in patient services or the economic benefits that are derived from the Health

Care Boards.

4. Downsizing the Civil Service - there has been much speculation on the possibility

of downsizing the civil services, and also many statements by both the Federal and

Provincial Governments on the need to stimulate growth in the rural areas.  In the

early 1990's the Federal Government reduced the size of its civil service and military

personnel which resulted in a negative economic impact on rural Canada, and

especially Newfoundland and Labrador.  From 1992 to 2002, the civil services in

Canada was reduced from 402,300 to 366,910 or an 8.8% reduction whereas the

reduction in Newfoundland and Labrador is 30%, from 9900 to 6900.  The military

was reduced by 23.5% in Canada and 34% in Newfoundland and Labrador.

At the present our Town has approximately 60% of its workforce employed with the

Provincial Government and should our Provincial Government follow the example of

the Federal Government and centralize its service into St. John’s, the rural

Newfoundland will once again experience a negative economic impact.  
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Council is asking our Government to protect rural Newfoundland and Labrador and

decentralize its services should a decision have to be made to downsize the civil service.

5. MRI - Council supports the position of  having  a mobile MRI available to service the

residents of Central Newfoundland.  The MRI is not only important to provide the

service to the patients but it is also instrumental in attracting Physicians to our area.

Council urges the Provincial Government to follow through on the implementation

of the Program.  

6. RCMP - Our area has seen a substantial increase in break & enters in the past year.

We have met with the Minister of Justice who has indicated that his department is

very receptive to the placement of additional RCMP officers in our Town to help

combat this crime. We request that funds be provided in this year’s budget to increase

the level of enforcement.

Renal Dialysis - the residents of Gander and the surrounding areas had been for many years

requesting that renal dialysis services be provided in Gander.  Last year Council had asked

that a renal dialysis service be establised in Gander and we were very pleased that

Government chose to establish the unit. 
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Residents who had been forced to move from our Town to St. John’s will now be able

to  avail of this service at the James Paton Memorial Hospital and a  financial burden,

and the associated stress, of our residents, as well those in the outlying area that use

Gander as a service centre, will be alleviated.  Council thanks Government for

providing this much needed service. 

We would like to thank you for the opportunity to have input into Government’s

financial decision making process and we hope that our comments and suggestions will be

of benefit to you and your colleagues deliberate on your upcoming budget.  If you require

further information on any of the issues presented we would be very pleased to meet with

you at your convenience. 
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