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Introduction

Five years of obsessive concern with reducing 

the federal budget deficit has succeeded in 

lowering the expectations of Canadians. Of 

the reduction in the unemployment rate since 

the worst of 2009, proportionally 20% was 

due to unemployed Canadians finding jobs 

and 80% was due to them giving up their 

search. For those that find work, that work 

is often insecure or temporary, and if Can-

adian workers haven’t lowered their stan-

dards enough, employers can turn to tempor-

ary foreign workers. Since 2007, the number 

of Canadians who define themselves as mid-

dle class has dropped by more than 15%.1

Canada can do better.

The Alternative Federal Budget provides 

a concrete plan to raise the standard of living 

for everyone in Canada. Instead of providing 

tax breaks for those with money to spare, 

the AFB will close tax loopholes, replace 

boutique tax breaks with progressive taxes 

on the highest income earners, and provide 

income supports for those who need them 

most. Collectively, these changes will lift 

855,000 Canadians out of poverty — includ-

ing 260,000 children and 300,000 seniors.

Raising the incomes of those living in 

poverty is just the start. For Canada’s unem-

ployed, discouraged, and under-employed 

workers, the AFB will create almost 300,000 

new jobs annually. The current federal gov-

ernment’s policy of spending public revenues 

on corporate tax breaks, intended to stimu-

late re-investment in the Canadian economy, 

has failed. Rather than creating jobs and 

spending money on Canadian-made infra-

structure, corporations have hoarded their 

government-subsidized profits to the tune 

of $572 billion, raised top CEO wages to 171 

times that of the average Canadian worker, 

and shifted their workforce into increasing-

ly precarious jobs.2

The AFB will stimulate job growth with 

a sectoral strategy that takes Canada out of 

the nineteenth century and into the twenty-

first. The current government’s emphasis 

on resource extraction has stripped Can-

ada’s economy of its value-added, process-

ing jobs — with exports of unprocessed and 

barely processed resources now accounting 

for almost two-thirds of Canada’s goods ex-

ports, up from 40% just before the turn of 

the century. Canada is increasingly depend-

ent on non-renewable and environmental-

ly unsustainable industries.

In addition to investing in a modern, 

green, sectoral development strategy, the 

AFB will create jobs through investments 

in much needed physical and social infra-

structure — jobs with a double-benefit for 

all Canadians.

Federal program spending as a share of 

the economy is at its lowest level since the 

1950s and the lowest of any national gov-

ernment in the industrial world. Cuts to fed-

eral-provincial health, social, and equaliz-

ation transfers alone will amount to $60 

billion over the next decade. The result has 
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been a reduction to health and social ser-

vices for Canadians at the time when they 

need them most — during the recession and 

slow recovery.

The AFB will restore public sector ser-

vices — ensuring equal access for all Can-

adians to the health and social services they 

need and creating much needed permanent, 

full-time jobs.

For the more than 80% of Canadians 

who live in urban areas, the AFB will invest 

in much needed improvements to Canada’s 

aging infrastructure. The costs associated 

with aging infrastructure deplete munici-

pal resources and make it harder for cities 

to meet the needs of the most vulnerable. 

The current federal government approach 

has been inadequate to meet the back-log of 

infrastructure needs. Moreover, it has encour-

aged public-private partnerships — which di-

verts a portion of the public funds set aside 

for infrastructure spending to private enter-

prise profit margins.

Investing in public infrastructure is just 

one step towards improving the safety of 

Canadians. The AFB will reverse the current 

trend towards deregulation, which has con-

tributed most recently to the Lac Mégantic 

rail disaster. At the heart of the Lac-Mégan-

tic disaster is a deeply flawed and under-re-

sourced regulatory regime that allows cor-

porations to regulate themselves.

Polls have shown that 90% of Canadians 

believe the government should do much 

more to protect the environment and pub-

lic health and safety, and 83% believe that 

inspectors who enforce regulations should 

work for government agencies, not the in-

dustries being regulated.3 The current fed-

eral government’s laissez faire attitude to 

regulation is at odds with public concerns 

and with the evidence of the impact of de-

regulation.

The AFB will further ensure the safety of 

Canada’s population and its environment, by 

restoring our capacity to make policy deci-

sions based on evidence. The current feder-

al government has eliminated vital scientific 

research facilities (such as the Experiment-

al Lakes Area), dismissed scientists, and 

destroyed invaluable scientific library col-

lections. Without support for objective, ac-

curate assessments of our environmental 

well-being, our essential resources — such 

as our supply of fresh water — are at risk.

The AFB will ensure the safety and sus-

tainability of Canada’s most important re-

sources by supporting scientific research 

and instituting a national policy frame-

work designed to protect Canada’s environ-

ment and ensure a safe, sustainable fresh 

water supply.

Finally, and most importantly, the AFB 

will restore the basic values of fairness and 

equality to federal public policy. The gap be-

tween rich and poor is growing at a faster 

rate in Canada than in the United States.4 

The top 10% of Canadian households now 

make 21 times the income of the bottom 10%. 

This gap is higher than at any point on re-

cord since 1976.5

Inequality in Canada has been exacer-

bated by economic policies that create jobs 

for a lucky few, profits for even fewer, and 

reduce access to services and income sup-

ports for those who need them. The AFB will 

address income inequality through a more 

equal distribution of public services and a 
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more progressive tax system. It will provide 

additional supports for basic needs, through 

pharmacare, dental care for children, and 

safe, affordable childcare for working parents.

The AFB will further reduce inequality 

by addressing the deeply rooted social div-

isions that underlie it. Women, Aboriginal 

peoples, new immigrants, and racialized com-

munities all carry a disproportionate burden 

of lower incomes, lower employment rates, 

and higher poverty rates. For example, em-

ployment rates for working age Aboriginal 

men are 15% lower than for their non-Ab-

original counterparts. Aboriginal women’s 

employment rates are 5% lower yet.

Many First Nations communities in Can-

ada continue to live without access to basic 

services — such as safe housing and clean 

drinking water. First Nations peoples experi-

ence higher rates of violent victimization 

and disproportionately high rates of incar-

ceration. The level of violence experienced 

by Aboriginal women and girls in Canada 

has been condemned internationally and 

spurred visits by two United Nations expert 

bodies in the past year.

The AFB will fundamentally transform 

the fiscal relationship between First Na-

tions and the Government of Canada by 

recognizing the spirit and intent of Treat-

ies and inherent First Nations jurisdiction. 

The AFB will institute new funding mech-

anisms based in partnership and recogni-

tion of rights in order to meet communities’ 

needs, ensure parity between First Nations 

and non-First Nations communities, and ac-

count for the real costs of delivery of services 

by First Nations governments. The AFB will 

address the epidemic levels of violence be-

ing experienced by Aboriginal women and 

girls by instituting a coordinated national 

policy to end that violence.

Women as a group continue to experience 

significant inequality, simply because they are 

women. Current federal policy has stripped 

funding for research and advocacy aimed at 

closing the gender gap in Canada. Yet clos-

ing the gap between women and men’s em-

ployment in Canada could boost GDP by as 

much as 8% in the next two decades — con-

tributing an additional $3.9 billion dollars 

to the economy in 2014 alone.6 The AFB will 

contribute to gender equality and contribute 

to greater economic growth by removing the 

barriers to women’s economic and personal 

security — including by investing in safe, af-

fordable childcare and guaranteeing equal 

pay for work of equal value.

Collectively, these policies will restore 

balance to Canadian society. They will dimin-

ish inequality, raise living standards and re-

store public faith in the ability of the federal 

government to ensure equality and fairness 

for everyone in Canada.

Notes
1  Graves, Frank (2014). “Stephen Harper and the Middle Class Crisis.” 
Ottawa: Ekos Politics. http://www.ekospolitics.com/index.php/2013/12/
stephen-harper-and-the-middle-class-crisis/

2  “CAN-SIM Table 378-0121: National Balance Sheet Accounts quarter-
ly (dollars x 1,000,000).” Ottawa: Statistics Canada; Mackenzie, Hugh 
(2014). All in a Day’s Work: CEO Pay in Canada. Ottawa: Canadian Cen-
tre for Policy Alternatives.

3  Lee, Marc. (2010). Canada’s Regulatory Obstacle Course: The Cabinet 
Directive on Streamlining Regulation and the Public Interest. Ottawa: Can-
adian Centre for Policy Alternatives.

4  “World Income Inequality: Is The World Becoming More Unequal?” Ottawa: 
Conference Board of Canada. 2011. Online at: http://www.conferenceboard.
ca/files/hcp/pdfs/hot-topics/worldinequality.pdf

5  Custom tabulated data from the Survey of Labour and Income Dynam-
ics. Ottawa: Statistics Canada.

6  OECD. (2012). “Table I.A3.1. Projected average annual growth rate in 
GDP and GDP per capita in USD 2005 PPP, percentage, 2011–30.” Closing 
the Gender Gap: Act Now. Paris: OECD Publishing.
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Macroeconomic Policy

Let’s Reboot This 
Sluggish Recovery

The federal government’s message on Can-

ada’s economy has been relentlessly posi-

tive. In economic updates and budgets over 

the past several years, methodologies, meas-

ures, and timeframes have been selected that 

always put Canada in first place among de-

veloped countries. But, although this self-

adulation may be a useful communications 

tool, it is not an honest assessment of how 

Canada’s economy has performed after the 

2008–09 recession.

The two measures that re-appear in gov-

ernment analysis are real GDP and employ-

ment recoveries from the worst of the reces-

sion.1 These are compared within the G-7 

club only. However, using more accurate 

indicators and a more representative sample 

of OECD countries, Canada’s performance 

is revealed as being average, not superior.

Real GDP growth appears to be the pre-

ferred measure of wealth generation in fed-

eral government assessments. That measure 

would be representative if there was only 

one person in Canada who received that 

wealth, but Canada has one of the higher 

population growth rates in the OECD. For an 

economy to be functioning well, it should be 

increasing the average wealth of the popu-

lation, or the per-capita real GDP.

Using this measure, Canada’s perform-

ance is 16th of 34 OECD ranking countries — in 

the middle, not first place. Canada’s per-cap-

ita GDP has not recovered nearly as quick-

ly as countries such as Sweden, Germany, 

Japan, and Australia. While we are doing 

better than countries like Italy, Spain, and 

Greece, which have experienced little or no 

recovery, Canada’s rally from the recession 

has been far from the strongest. In fact, it 

has been downright mediocre.

Historically speaking, Canada’s real-

GDP recovery from the most recent econom-

ic slump has been the weakest in 30 years. 

Compared to previous recessions in the ear-

ly 1980s and 1990s, Canada’s GDP hit its low 

point faster after the 2008–09 meltdown. 

It did recover to its pre-recession real-GDP 

level sooner, but that was likely due to the 

stimulus programs implemented in Can-

ada and abroad to forestall a much worse 

global depression.

The harsh austerity measures that fol-

lowed, however, at both the federal and 

provincial levels, have led to a much weaker 

and more prolonged post-recession recovery. 

Five years after the onset of the recession, 

Canada’s recovery now remains the weak-

est since the 1980s. What at first looked like 

a rapid exit from recession due to stimula-

tive spending has been choked off by aus-

terity cutbacks.

Government austerity has continued to 

bite into growth. Since the fall of 2012, gov-

ernments and business firms have been con-

tributing almost nothing to economic growth. 
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Figure 1 Real GDP Per Capita Recovery
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Figure 2 Real GDP Recovery
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On the contrary, they have been dragging the 

economy down with job and spending cuts 

and the termination of stimulus measures.

Net exports show a somewhat stronger 

addition to growth, although for an odd rea-

son: Canada’s negative balance of trade has 

narrowed slightly. We are still importing far 

more than we export, but are now doing it 

slightly less than a year ago, so the net im-

pact on GDP is positive.

As has been the case for many of the 

post-recession periods, growth in household 

spending has been the mainstay of the eco-

nomic recovery that has occurred. Over the 

past four quarters, households have created 

well over half of Canada’s real GDP growth.

However, this continued stimulus from 

households has not come from traditional 

sources such as increasing real wages. In-

stead, it has come from the incurrence of 

unprecedentedly high levels of debt, the 

vast majority of which is mortgage debt. In 

fact, the indebtedness of Canada’s economic 

sectors has changed dramatically since the 

2000s and the start of rapid house price in-

creases. Since the mid-1990s and the Martin 

budget cuts, the federal debt-to-GDP ratio 

has dropped precipitously and now stands 

well below where it was in 1990. Provin-

cial debt ratios fell as well, although never 

below where they stood in 1990.

Perhaps the most alarming change is 

the incredible increase in household debt 

since the 2000s. In 1990, the federal gov-

ernment and household debt-to-GDP ratios 

were essentially identical at just over 50%. 

Since the early 2000s, however, household 

Figure 3 Additions to Real GDP
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debt has skyrocketed to its present level of 

96% of GDP.

The Great Recession has been a clear in-

flection point for the provinces. Their debt 

ratios have spiked and are once again ap-

proaching the levels of the mid-1990s. The 

debt ratio of the federal government, on the 

other hand, although it did see a small in-

itial uptick due to stimulus spending, has 

since been stable in the low 30% range and 

remains at one of its lowest points in the 

past 30 years.

Households, for their part, saw their 

ratios level out following the recession; 

but this does not mean that household 

debt stopped growing, rather that it was in-

creasing at the same rate as nominal GDP 

growth. In the past year, however, house-

hold debt has started to accumulate more 

quickly than the economy is growing, mean-

ing that the household debt-to-GDP ratio is 

once again climbing.

An alternative way of looking at this 

rising figure is that the growth that house-

holds contributed to the Canadian econ-

omy in the past year was entirely financed 

through household debt. Clearly this situ-

ation is not sustainable, but, at least in the 

short term, rising household indebtedness 

and the growth it generates will remain a 

mainstay of Canada’s economic recovery.

The real concern for Canada lies ahead, 

when mortgage rates do inevitably increase 

from their present historic lows. At that 

time, highly leveraged households, along 

with their consequent support for econ-

omy growth, will be seriously constrained.

Figure 4 Debt to GDP
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The corporate sector, for its part, has 

seen its debt ratio fall over this period. Much 

of the corporate debt ratio decline occurred 

during the 2000s, a period of strong growth 

for the Canadian economy.

One of the clear conclusions from an 

examination of sectoral debt levels is that 

the federal government has absolutely no 

need to balance its books and is thus the best 

placed to drive economic growth through 

debt financing. With substantial increases 

in provincial debt levels and dangerously 

high household debt, the federal govern-

ment has a more pressing responsibility to 

address the economic problems that plague 

other sectors of the Canadian economy in-

stead of maintaining a narrow-minded focus 

on its own very stable finances.

The unemployment 
recovery mirage

The other measure of economic well-be-

ing favoured by the federal government is 

that Canada has the largest employment 

growth in the G-7. But again, using only a 

narrow group such as the G-7 for compari-

son doesn’t adequately reflect the diversity 

of experience of all the industrialized coun-

tries. And, more importantly, focusing only 

on the jobs created excludes half of the job 

market equation, i.e., how many people are 

seeking jobs and how many can’t find them.

The unemployment rate is a better meas-

ure of labour market health than jobs cre-

ated, and when factored into international 

comparisons reveals that Canada does not 

really rank first. On the contrary, this more 

accurate measure of job creation places us 

Figure 5 Non-Financial Corporate Credit Market Debt to Equity
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10th out of 34 countries in the OECD,2 behind 

countries such as Germany, Japan, and Ice-

land, all of whom have seen proportionately 

larger drops in their unemployment rates.

Paradoxically, Canada’s declining un-

employment rate may not indicate that there 

are proportionally more Canadians work-

ing. One of the quirks of determining who 

is unemployed is that, if job seekers have 

given up looking because there aren’t any 

jobs to be found, they are no longer count-

ed as “unemployed.” So the unemployment 

rate can “decline” because people give up 

looking for work as easily as it can drop be-

cause they find work.

Another perspective on the labour mar-

ket that can be gained by examining the em-

ployment rate is to establish the percentage 

of the working age population that is em-

ployed. This exposes the percentage and 

thus the number of Canadians who have 

given up looking for work. It is significant 

that, although the official unemployment 

rate has been falling since the recession, 

the employment rate is not increasing. The 

percentage of Canadians employed has re-

covered only marginally from the worst of 

the recession when it dropped to 61.3%. 

Since that time, it has never come close to 

regaining the high of almost 64% that pre-

vailed before the recession.

The hard reality is that the official un-

employment rate statistics, far from being 

a true measure of labour market health, 

Figure 6 Unemployment Rates, Ranked by Proportional Improvement
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actually conceal a severe stagnation in the 

country’s employment situation. The mod-

est decline reported in the unemployment 

rate between September 2009 and today has 

been the result of one in five of the work-

ers then unemployed finding a job and the 

remaining four out of five giving up their 

job search.

The lack of paid employment is even 

worse for some subgroups. Young people 

between the ages of 15 and 24, for example, 

have borne the brunt of the declining health 

of the labour market. Although the official 

figures show a decline in youth unemploy-

ment from 16% when the financial meltdown 

struck in 2009 to approximately 14% today, 

this statistical decline has entirely been ef-

fected by the large number of our youth who 

have simply given up looking for work and 

are therefore not officially counted among 

the number of unemployed.

Another disturbing development has 

been a wide shift from permanent to tem-

porary or part-time employment — to jobs 

that are on contract, limited term, or sea-

sonal. Prior to the 2008–09 recession, just 

over 13% of all jobs were temporary. Dur-

ing the recession, there was an initial fall 

in temporary work since these workers are 

usually the first to be laid off in bad times. 

But, since 2011, the ratio of temporary work-

ers has shot up even higher today, to 13.5%.

The federal government is fond of claim-

ing that most of the jobs created since the 

onset of the recession have been permanent. 

This is technically true, since most of the 

jobs in Canada are still permanent. But the 

changing nature of employment is missed 

by looking exclusively at absolute figures. 

Figure 7 Employment and Unemployment Rates
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Proportionally, there has been a clear and 

significant replacement of previously perma-

nent jobs with new temporary ones.

Improved indexes of “good jobs” are 

needed to understand not just part-time 

vs. full-time or temporary vs. permanent 

jobs but also the quality of employment. 

Changing pay rates, the availability of pen-

sion plans and other benefits are often also 

important indicators of employment, once 

a job is obtained.

The federal government 
cutting its way to stagnation

Neither Canada’s economy nor its labour 

market are in nearly as good health as the 

federal government has advertised. The 

provinces are running significant deficits, 

the household sector is over-leveraged with 

debt, and employment rates are stuck at 

about the same level they were during the 

worst of the recession.

Corporate Canada is flush with cash, 

hoarding a new high in 2013 of $572 billion3, 

an amount that is equivalent to 92% of the 

entire federal government debt. In other 

words, corporate Canada’s cash holdings 

could pay off all but 8% of the federal debt. 

Despite already strong balance sheets, Can-

adian corporations continue to pad their 

bank accounts instead of investing in Can-

ada’s economy, socking away an addition-

al $38 billion dollars more than they had at 

this time last year.4

The Alternative Federal Budget 2014 

(AFB) is using Finance Canada’s base case 

from the Update of Economic and Fiscal Pro-

Figure 8 Youth Employment Rate (15–24) 
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jections of November 2013. This allows the 

AFB to be directly compared to the federal 

projections from that time.

The base case projects continued slow 

growth far into Canada’s future, even though 

the country’s real GDP growth still is not re-

covering nearly as rapidly from this reces-

sion as it did from previous ones — to the 

standard level of 5% nominal growth and 

3% real growth. In fact, for the entire im-

mediate three-year forecast horizon, eco-

nomic growth will almost certainly stay 

below these previous averages.

Despite such feeble growth, however, the 

federal government is planning to reduce its 

spending to levels not seen since the Second 

World War. Revenues are on a similar down-

ward path, sinking to levels not seen in the 

past 50 years. The consequent reduction in 

spending — allegedly made to eliminate the 

federal deficit by 2015 — was accomplished 

through the austerity budget cuts of 2011, 

as well as the ongoing and indefinite freeze 

of operational budgets. These cuts are in-

creasingly curtailing the vital services pro-

vided by the federal government to citizens 

in need of them, including the unemployed, 

veterans, and Aboriginal communities. But 

the government remains unmoved by con-

cerns over its cuts in services, arguing that 

the elimination of its deficit is more import-

ant than maintaining its social programs.

Further erosion of revenues is being pro-

posed through income splitting and increas-

ing Tax-Free Savings Account (TFSA) limits. 

If such proposals were to come into force, 

they would accelerate the already rapidly 

falling revenue-to-GDP ratio.

Figure 9 Ratio of Temporary Employees
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The federal government is projected not 

just to balance its budget through its auster-

ity measures, but actually to run a surplus 

of $3.7 billion in 2015–16. It should be noted 

that this includes a $3 billion “risk adjust-

ment.” That is to say, the government is ac-

tually projecting a $6.7 billion surplus — a 

huge sum that will provide it with plenty 

of wiggle room.

Economic growth rates have been very 

sluggish after the recession. This sluggish-

ness is caused by lack of demand due to 

declining government spending and slow 

wage growth, not from a shortage of cor-

porate profits. Slow productivity is also a 

side effect of lack of demand. Households 

are constrained by high debt ratios and 

stagnant wages. The path out of this stag-

nation is higher corporate taxes and high-

er government spending as a stopgap until 

wage gains commence in earnest.

Table 1 Base Case (Finance Canada)

Macroeconomic indicators (mil) 2013 2014 2015 2016

Nominal GDP $1,875,000 $1,954,000 $2,044,000 $2,136,000

Nominal GDP Growth 3.0% 4.2% 4.6% 4.5%

Real GDP Growth 1.6% 2.5% 2.6% 2.4%

Participation Rate 66.50% 67.10% 67.10% 67.20%

Employed (000s)*          17,803          18,254          18,569          18,897 

Employment Rate (As % of Working Age Population)* 61.8% 62.5% 62.7% 62.9%

Unemployed (000s)*            1,361            1,353            1,312            1,292 

Unemployment Rate 7.1% 6.9% 6.6% 6.4%
 
Budgetary Transactions (mil) 2013–14 2014–15 2015–16 2016–17

Revenues $265,200 $277,400 $293,900 $307,000

Program Spending $253,600 $253,100 $259,400 $268,800

Debt Service $29,500 $29,700 $30,800 $33,200

Budget Balance -$17,900 -$5,400 $3,700 $5,000

Closing Debt (Accumulated Deficit) $617,900 $623,300 $619,600 $614,600
   
Budgetary Indicators as Percentage of GDP 2013–14 2014–15 2015–16 2016–17

Revenue/GDP 14.1% 14.2% 14.4% 14.4%

Expenditures/GDP 13.5% 13.0% 12.7% 12.6%

Budgetary Balance/GDP -1.0% -0.3% 0.2% 0.2%

Debt/GDP 33.0% 31.9% 30.3% 28.8%

   

Effective Interest Rate   4.8% 5.1% 5.7%

Source Finance Canada, Update of Economic and Fiscal Projections, November 12, 2013. Figures followed by “*” are derived by the author from existing projections.
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The Alternative Federal Budget: 
Striking a better balance

The Alternative Federal Budget is prepared 

and presented on the basis that balanced 

budgets should not be the main focus of 

the federal government. If there is any debt 

problem in the Canadian federation, it is 

surely with households and not the feder-

al government. The AFB is much more con-

cerned with slow growth, a weak labour mar-

ket, and income inequality than the federal 

government’s historically low (and falling) 

debt levels.

Without breaking the bank, the AFB fo-

cuses on job creation and reducing inequal-

ity, while providing programs like afford-

able child care and improved health care. 

The AFB will create an environment where 

those forced to the labour market sidelines 

since the recession, particularly our youth, 

will be rescued from enforced unemployment 

and given the opportunity to participate pro-

ductively and gainfully in the work force.

Creating a more equal tax system while 

increasing spending can provide a power-

ful economic boost to Canada’s economy. 

The AFB utilizes the power of economic 

multipliers to accelerate economic and job 

growth. A dollar spent on infrastructure or 

social programs is far more effective at pro-

pelling growth than a tax cut. By taxing more 

at the top end of the income spectrum and 

spending that money effectively, all Can-

adians can benefit.

The AFB increases federal spending im-

mediately in 2014–15 with a corresponding 

bump in both economic growth and employ-

ment. While this does increase the deficit 

that year, the increase is small compared to 

the size of Canada’s economy and so our debt 

ratio declines in 2014–15. In fact, although 

the AFB delays balancing the budget by one 

year, the debt-to-GDP ratio declines over the 

entire forecast horizon. In other words, the 

AFB shows how the federal government can 

drive economic recovery while still reducing 

Canada’s debt burden.

While economic growth is somewhat 

better under the AFB than under the federal 

government’s plan, the employment picture 

improves markedly. The AFB rapidly drives 

Table 2 Economic Multipliers

Type of Spending For Every $1 Spent, Real GDP Growth By

Measures for Low-Income Households $1.7

Infrastructure Investment $1.6

Housing Investment Measures $1.5

Other Spending Measures $1.4

Personal Income Tax Cut $1.0

Employment Insurance Premiums Cut $0.6

Corporate Income Tax Cut $0.3

Source Reproduced from Federal Budget 2009, pg 240.
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down unemployment to pre-recession lev-

els while at the same time raising the em-

ployment rate. In other words, those who 

were pushed so far to the sidelines during 

the recession that they are no longer even 

looking for work will be able to re-enter the 

workforce. The proportion of the working 

age population will also return to pre-re-

cession levels.

As well as improving economic growth 

and the labour markets, the AFB will also 

make Canada a better place to live by curb-

ing the rise of income inequality that has 

afflicted us in recent years. The projections 

Table 3 AFB Case

  2013–14 2014–15 2015–16 2016–17

Nominal GDP $1,875,000 $1,979,889 $2,071,289 $2,160,069

Nominal GDP Growth 3.0% 5.6% 4.6% 4.3%
   
Revenues (mil) 2013–14 2014–15 2015–16 2016–17

Base Case $265,200 $277,400 $293,900 $307,000

Net AFB Revenue Measures $36,505 $36,984 $48,789

Multiplier Effect $4,128 $5,618 $7,161

Total $265,200 $318,034 $336,502 $362,950
   
Expenditures (mil) 2013–14 2014–15 2015–16 2016–17

Base Case $253,600 $253,100 $259,400 $268,800

Net AFB Program Measures $45,759 $46,527 $54,392

Total $253,600 $298,859 $305,927 $323,192

Debt Service $29,500 $30,164 $32,172 $35,802

Budget Balance (Deficit) -$17,900 -$10,990 -$1,598 $3,956

Closing Debt (Accumulated Deficit) $617,900 $628,890 $630,487 $626,532
   
Budgetary Indicators as Percentage of GDP 2013–14 2014–15 2015–16 2016–17

Revenue/GDP 14.1% 16.1% 16.2% 16.8%

Expenditures/GDP 13.5% 15.1% 14.8% 15.0%

Budgetary Balance/GDP -1.0% -0.6% -0.1% 0.2%

Debt/GDP 33.0% 31.8% 30.4% 29.0%

 AFB Employment Impact 2013 2014 2015 2016

AFB Jobs Created (000s)               278               269               264 

Employed (000s)          17,803          18,532          18,838          19,162 

Employment Rate (as % of Working Age Population) 61.8% 63.4% 63.6% 63.8%

Unemployed (000s)            1,361            1,163            1,132            1,088 

Unemployment Rate 7.1% 5.9% 5.7% 5.4%
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below only include AFB programs that are 

implemented through the personal tax sys-

tem.5,6

The 2014 AFB will not only have job-cre-

ation effects, but has also been designed to 

have a decisive remedial impact on poverty. 

In total, the AFB will lift 855,000 Canadians 

out of poverty, or 20% of all those now forced 

to subsist on incomes below the poverty line. 

This effect is targeted specifically at seniors, 

who will see a 46% reduction in poverty, 

and children, who will benefit from a 26% 

reduction. Numerically, over 300,000 sen-

iors and over 260,000 children will be lifted 

from poverty by the measures in the AFB.

In addition to bringing down poverty 

rates substantially for seniors and children, 

the AFB also moderately lowers the adult 

poverty rate for those aged 18 to 64 from 

12.5% to 11.2%. The largest impacts are on 

Table 4 AFB Numeric Impact on Poverty (AT-LIM) (2015)

Age Range Number in Poverty (000s)
Number in Poverty 

After AFB (000s)
Lifted Out of Poverty 

by AFB (000s) % Reduction in Poverty

Children (<18 yrs)  1,027  760  266 26%

Adults (18–64 yrs)  2,845  2,564  281 10%

Seniors (>=65 yrs)  665  356  308 46%

All  4,536  3,681  855 19%

Source SPSDM 21.0 and author’s calculations.

Table 6 AFB Impact on Poverty by Gender (>65 yrs, AT-LIM, 2015)

Sex Poverty Rate Poverty Rate Post AFB % Change in Incidence of Poverty
Male 7.4% 5.3% -29%

Female 14.6% 6.8% -54%

Both 11.3% 6.1% -46%

Source SPSDM 21.0 and author’s calculations.

Table 5 AFB Impact on Poverty (AT-LIM) (2015)

Poverty Rate Poverty Rates Post-AFB

Children (<18 yrs) 14.8% 10.9%

Adults (18–64 yrs) 12.5% 11.2%

Seniors (>=65 yrs) 11.3% 6.1%

All 12.7% 10.3%

Source SPSDM 21.0 and author’s calculations.
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the seniors’ poverty rate, which will plummet 

from 11.3% to only 6.1%. The child poverty 

rate will also fall from 14.8% to 10.9%, and, 

as a result, for one of the few times in Can-

ada’s history, proportionally fewer children 

than adults will be living in poverty.

Older women living in poverty will great-

ly benefit from the AFB changes, which will 

almost equalize the poverty rates between 

retired men and women. Instead of being 

seven percentage points apart, the AFB will 

reduce the gap to only 1.5 percentage points, 

while lowering both rates dramatically.

Distributionally, the bottom six deciles 

benefit from the AFB, while the top 40% 

of Canadian families will pay more. How-

ever, the burden is placed disproportion-

ately on the top 5% of families. Tax loop-

holes in general benefit the wealthiest, so 

cancelling stock option deductions and cap-

ital gains exemptions, and implementing 

a new high income tax bracket will most-

ly affect the top 5% of families. By disal-

lowing them the use of lucrative tax loop-

holes, the AFB will reduce their incomes by 

just under 6%. This is a small price to pay 

for the skyrocketing income gains that this 

top sector of Canadians has made in recent 

years while incomes in the lower brackets 

remained stagnant.

Below the top 5% of families, some fam-

ilies will owe slightly more, but by an amount 

no more than 1% to 2% of their income. Sub-

stantially increased services provided else-

where in the AFB, such as affordable child 

care, expanded health care, and improved 

infrastructure will be paid for by these mod-

Figure 10 Distributional Impact
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est increases in taxation on the highest in-

come earners.

The bottom six deciles of the population 

will see improved incomes from implemen-

tation of the 2014 AFB, with the poorest Can-

adian families seeing an average increase 

of 7%. These improved incomes would be 

over and above the many other new services 

presented in the AFB, which would benefit 

all Canadians.

This year’s AFB has introduced an ex-

plicit poverty and distributional effect to its 

budgeting framework so Canadians can bet-

ter understand its overall impacts.

Notes
1  For a fuller treatment of this argument see: http://behindthenumbers.
ca/2013/12/02/grading-canadas-economic-recovery-behind-the-spin-
on-our-economy/

2  For a more indepth treatment of this argument see: http://
behindthenumbers.ca/2013/12/03/grading-canadas-economic-recovery-
the-truth-about-job-creation-and-unemployment-in-canada/

3  Cansim 378-0121

4  Cansim 378-0121

5  Specifically they include: cancelling the UCCB, doubling the NCBS, full 
inclusion of capital gains less inflation, cancelling the stock option de-
duction, cancelling pension income splitting, implementing a 35% brack-
et above 250,000, increasing the GIS top up, capping RRSP contributions, 
doubling the GST tax credit

6  The estimates in this section, unless otherwise specified, are from “glass 
box” changes made to Statistics Canada’s Social Policy Simulation Data-
base and Model (SPSDM) version 21.0 for year 2015. The assumptions and 
calculations underlying the simulation results were prepared by the au-
thor and the responsibility for the use and interpretation of these data is 
entirely that of the author.

http://behindthenumbers.ca/2013/12/02/grading-canadas-economic-recovery-behind-the-spin-on-our-economy/
http://behindthenumbers.ca/2013/12/02/grading-canadas-economic-recovery-behind-the-spin-on-our-economy/
http://behindthenumbers.ca/2013/12/02/grading-canadas-economic-recovery-behind-the-spin-on-our-economy/
http://behindthenumbers.ca/2013/12/03/grading-canadas-economic-recovery-the-truth-about-job-creation-and-unemployment-in-canada/
http://behindthenumbers.ca/2013/12/03/grading-canadas-economic-recovery-the-truth-about-job-creation-and-unemployment-in-canada/
http://behindthenumbers.ca/2013/12/03/grading-canadas-economic-recovery-the-truth-about-job-creation-and-unemployment-in-canada/
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Table 7 AFB Program List ($mil)

Program Name 2014–15 2015–16 2016–17

Agriculture      

Reverse Cuts to Farmer Programs 13 13 13

Arts & Culture      

Canada Council for the Arts 120 120 120

Ensure Increases in Canadian Heritage Funding to Cover Cost of Living 21 41 62

Develop Artistic and Cultural Markets in Canada and Abroad 25 25 25

Child Care: Early Childhood Education and Care      

Expand Affordable Child Care 1,000 2,000 3,000

Cities and Communities      

Community Renewal Fund: Public Transit 1,350 1,350 1,350

Community Renewal Fund: Core Infrastructure 1,250 1,250 1,250

Community Economic Development Framework 2.5 2.5 2.5

Neighbourhood Revitalization Program 100 100 100

Defence      

Military Spending Back to Pre-9-11 Levels -1,280 -2,600 -3,200

Employment Insurance      

Renew Extended Employment EI Benefits Pilot 500 500 500

Working While on Claim Exemption 200 200 200

Continued Support for Long Tenured Employees 100 100 100

Alternate Canada Jobs Grant 600 600 600

Pilot Universal Entrance of 360 Hours 300 300 300

Environment and Climate Change      

Remove Extractive Industry Subsidies -375 -340 -340

National Conservation Plan 454 154 154

Sustainable Energy: Strategic Opportunities 272 275 295

Support International Adaptation and Mitigation 400 400 400

First Nations      

First Nations Water Treatment Systems 470 470 470

First Nations Housing 1,000 1,000 1,000

First Nations Education 715 715 715

Non-Insured Health Benefits (NIHB) Program 573 805 805

First Nations Skills Training 100 100 100

Double Family Violence Prevention Programming 30 30 30
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National Public Commission on Missing and Murdered Indigenous Women and Girls 5 5 0

Support Community Based Healing Programs 51 51 51

Gender Equality      

National Plan to Address Violence Against Women 498 498 498

Increase Funding for Status of Women 100 100 100

Implement Equal Pay at the Federal Level 10 10 10

Cancel Pension Income Splitting -1,505 -1,558 -1,620

Health Care      

National Pharmacare 3,390 3,831 4,597

Community-Based Services 2,600 2,704 2,812

140 New Community Health Centers 300 0 0

Long Term Care Facilities 2,300 2,369 2,440

Reduce Long Term Care User Charges by 50% 3,200 3,296 3,395

Dental Health for Children 50 100 200

Aboriginal Health Care Providers 50 50 0

Cancel Centers of Excellence for Commercialization and Research -73 -73 -73

Expand Women’s Health Contribution Program 10 10 10

Community-Based Mental Illness 30 30 30

Interim Federal Health Program 20 20 20

Housing      

New Affordable Housing Supply 2,000 2,000 2,000

International Development      

Boost Development Funding to 0.31% of GNI 1,083 1,362 1,648

Internet Communications      

Modernize Broadband 400 450 500

Restart the Canadian Access Program 40 40 40

Post-Secondary Education      

Reduce Tuition to 1992 Levels 2,890 3,036 3,190

Create New Income Tested Grants 2,208 2,248 2,277

Cancel Textbook Tax Credit -41 -41 -41

Cancel Scholarship Tax Exemption -44 -44 -44

Cancel Tuition Fee and Education Tax Credit -1,055 -1,055 -1,055

Cancel RESP -155 -155 -155

Cancel Canada Education Savings Program & Canada Learning Bond -913 -953 -982

Eliminate the Backlog in the PSSSP Program for First Nations Students 590 620 650

Increase Research Funding by 10% 231 231 231

Add 3000 New Canada Graduate Scholarships 17 17 17
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Poverty and Income Inequality      

Poverty Reduction Transfer to Provinces 2,000 2,000 2,000

Double the Refundable GST Credit 4,460 4,550 4,650

Double the NCBS 3,060 3,090 3,140

Cancel the Universal Child Tax Benefit (UCCB) -2,040 -2,060 -2,080

Public Services      

Scale-Up Implementation Fund 300 0 0

Sectoral Development      

Sectoral Development Councils 50 50 50

Passenger Rail Support 800 800 800

Sustainable Forestry 300 300 300

National Green Industries Initiatives 150 150 150

Reinstate 28% Rate on Oil and Gas Industries -1,000 -1,000 -1,000

Capitalize Canadian Development Bank 1,000 0 0

Seniors and Retirement Security      

Improve the GIS Top Up 1,100 1,150 1,210

Limit RRSP Contributions to $20,000/Year -1,140 -1,320 -1,520

Taxation      

Reinstate 2007 Corporate Tax Rates -11,500 -11,500 -11,500

New Income Tax Above $250,000 (35%) -2,465 -2,639 -2,835

Eliminate Tax Loopholes & Simplify the Tax System -9,600 -9,792 -9,988

Tax Havens Withholding Tax -2,000 -1,800 -1,620

Financial Transactions Tax -4,000 -4,080 -4,162

Inheritance Tax on $5 Mil+ Estates -2,000 -2,000 -2,000

Carbon Tax 0 0 -11,250

National Green Tax Refund 0 1,875 7,500

Trade      

Reverse Cuts to the Trade Commissioner Service & U.S. Consular Offices 99 99 99

Water      

National Public Water and Wastewater Fund 2,700 2,700 2,700

Implementation of Wastewater Systems Effluent Regulations 1,000 1,000 1,000

Clean Up Priority Waterways 950 950 950

Implement Water Quality and Quantity Monitoring Frameworks 109 109 109

Reinstate the Experimental Lakes Area 2 2 2

Comprehensive Action Plan to Protect to the Great Lakes 500 0 0

Environmental Assessments for All Energy and Mining Projects 50 0 0

Study on Water Effects of Tar Sands, Climate Change & Fracking 32 0 0
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Youth      

Youth Workers Initiative 100 100 100

Youth Voting Study 10 0 0

Total AFB Expenditure Changes 45,759 46,527 54,392

Total AFB Revenue Changes -36,505 -36,984 -48,789
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Fair and Progressive Taxation

Introduction

Successive tax cuts largely for the benefit of 

corporations and the affluent have reduced 

the federal government’s tax revenues to 

the lowest share of the economy they have 

been in 70 years.1 As a result, Canada has 

an increasingly regressive tax system and 

shrinking revenues that are being used to 

justify spending cuts, wage suppression, 

and inadequate support for public services.

There is now broad recognition that 

these types of regressive tax cuts have failed 

to stimulate the economy. The federal gov-

ernment’s halving of its corporate tax rates 

and reduced tax rates on investment income 

were supposed to boost the economy through 

increased business investment. Instead, 

these tax cuts have been associated with 

lower rates of business investment, slower 

productivity growth, and stagnant wages.2 

Instead of trickling down for the benefit of 

all, they have resulted in a greater concen-

tration of economic and political power in 

the hands of a select few, promulgating even 

more regressive economic policies.

The growth of citizen-based organiza-

tions advocating for fairer taxation around 

the world and in Canada — including Can-

adians for Tax Fairness, Doctors for Fair Tax-

ation and Attac-Québec — have helped turn 

the tide towards more progressive taxation. 

Traditionally fiscally conservative organ-

izations such as the International Monet-

ary Fund have suggested governments in-

crease taxes on top incomes and on wealth.3 

Even some of the world’s most renowned in-

vestors — including Warren Buffett and Bill 

Gross, manager of the largest mutual fund 

in the world — have urged governments to 

increase taxes on top incomes and elimin-

ate the tax breaks that allow investors to pay 

much lower tax rates than working people.4

Other governments have taken steps to 

reverse the regressive tax trends of recent 

decades, by increasing top income rates, 

closing tax loopholes, hiking corporate tax 

rates, eliminating subsidies for fossil fuels, 

and introducing taxes on the financial sector.

In Canada, a number of provinces have 

reversed corporate tax cuts and increased 

rates on top incomes. The Business Council 

of New Brunswick successfully urged that 

province to increase corporate income taxes, 

stating that previous reductions did not help 

stimulate the economy, so they didn’t see 

that raising them would hurt much either.5 

However, provinces are limited in what they 

can achieve alone as differential provincial 

taxes rates can cause leakages of business 

to other provinces when their rates are sig-

nificantly higher.

Unfortunately, the federal government 

remains far behind the times. Research has 

found Canada’s tax system to be one of the 

worst in the developed world when it comes 

to reducing inequality, but already the fed-

eral government is planning additional tax 

http://thetyee.ca/Opinion/2014/01/08/Henry-Fords-Argument-with-Stephen-Harper/
http://www.huffingtonpost.ca/2013/11/28/income-inequality-canada_n_4356593.html%20
http://www.huffingtonpost.ca/2013/11/28/income-inequality-canada_n_4356593.html%20
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measures that will make it even more regres-

sive, including income splitting and increas-

ing the amounts that can be sheltered in tax-

free savings accounts (TFSAs).6 The benefits 

of both these measures will overwhelming-

ly go to top incomes and the wealthy.

The federal government’s plan for in-

come splitting of up to $50,000 for fam-

ilies with children under 18 will cost an es-

timated $3 billion in tax revenues annually 

and an additional $1.9 billion annually for 

provinces, according to analysis by the Can-

adian Centre for Policy Alternatives.7 If in-

come splitting were extended to all families, 

the federal government would lose $7.5 bil-

lion and provinces would lose an addition-

al $4.3 billion.

Doubling annual limits for Tax Free Sav-

ings Accounts will accelerate the sheltering 

of capital assets from taxation, and could 

lead to a loss of over 5% of federal tax rev-

enues (equivalent to over $10 billion annu-

ally for the current year).

There has been a major expansion in 

the cost of federal tax expenditures, with 

a large share of the benefits going to high-

er incomes. One of the major reasons why 

the top 1% are able to pay an overall low-

er rate of tax than middle- and low-income 

taxpayers is because of tax loopholes or 

tax expenditures, such as the stock option 

deduction and lower rates of tax on invest-

ment income such as capital gains, all of 

which primarily benefit high-income earn-

ers. There is no evidence that these tax poli-

cies have been effective or beneficial for the 

economy, instead they appear to have been 

detrimental and destabilizing. The exist-

ence of these tax loopholes and the ability 

to evade taxes through tax havens or tax 

shifting also makes it much more difficult 

to maintain progressive tax rates. The Par-

liamentary Budget Office and the Institute 

for Competitiveness and Prosperity have 

called for a comprehensive review of all tax 

expenditures and credits.8

Tax measures proposed in the Alterna-

tive Federal Budget are based on fundamen-

tal principles of good tax policy:

•	Equity: More revenues should be raised 

from those with the greatest ability to 

pay and income from different sources 

should be subject to relatively similar 

rates of tax. The tax system should be 

designed as an integrated system, with 

relatively more regressive taxes balanced 

with much more progressive income tax 

rates and tax credits to make the overall 

system fair and progressive, and to pro-

mote intergenerational equity.

•	Efficiency: The tax system should be rela-

tively simple, with limited administrative 

costs for the government with effective 

enforcement. To minimize economic dis-

tortions, taxes should be broadly based, 

with limited tax exemptions, expendi-

tures or loopholes, except where justified 

for reasons of equity or effectiveness. It 

should be simple enough for the public 

to fill out their tax return without hav-

ing to pay a high-priced accountant or 

for tax-filing programs.

•	Effective: Tax rates should be sufficient 

to raise revenues to pay for quality pub-

lic services over the longer term. The 

tax system can be used to promote eco-
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nomic, social or environmental object-

ives with varying rates, exemptions, de-

ductions and credits, but these should 

be limited to instances where they are 

proven to be more effective and less cost-

ly than alternatives.

Major Initiatives

Restore corporate tax rates

The federal government has slashed the gen-

eral corporate income tax rate down from 

29.1% in 2000 to 15% in 2011. This has led 

to an escalation of corporate profits, but no 

increase in rates of business investment, 

productivity or economic growth. Instead, 

corporations — which have also benefited 

significantly from other tax cuts — have over 

$500 billion in cash surpluses.9 With much of 

this excess cash going into speculative and 

other financial investments, these tax rate 

reductions have contributed to economic in-

stability, slower overall economic growth, 

and increases in the use of tax havens.

Claims that cuts in corporate and busi-

ness taxes stimulate growth are based on 

analyses and data from before the finan-

cial crisis, when countries such as Ireland, 

Iceland and Greece helped lead the race to 

the bottom by cutting corporate taxes. The 

result has been devastating.

It would be better for the economy if 

governments restored corporate income 

tax rates so they are closer to tax rates on 

personal income and put the excess cash 

to work with increased infrastructure in-

vestments and improved public services. 

Every dollar spent on public services or in-

vested in public infrastructure generates 

an average of five times the number of jobs 

and amount of immediate economic activ-

ity as a dollar spent on corporate tax cuts.

Finance Canada calculated that the fed-

eral government would lose $6.1 billion in 

annual revenues when the federal govern-

ment announced it was cutting the corpor-

ate income tax rate from a planned 18.5% 

in 2011 to 15% — or $1.75 billion per percent-

age point.10 More recently, the Parliament-

ary Budget Officer (PBO) calculated that a 

one percentage point increase in the gener-

al corporate tax rate would generate $1.85 

billion while a percentage point increase 

in the small business rate would generate 

$0.59 billion.11

The AFB is more cautious in its calcu-

lations and estimates that each percentage 

point increase of the general corporate tax 

rate would generate $1.4 billion (or 25% less 

than the PBO estimates) in order to account 

for tax shifting and economic and behav-

ioural responses. The AFB will restore the 

general federal corporate income tax rate 

to 22%, just slightly below its 2006 rate of 

22.1%. This will generate an estimated $9.8 

billion annually in additional revenues.

As the Canadian Federation of Independ-

ent Business has argued, it makes sense to 

preserve proportionality between the small 

business rate and the general corporate tax 

rate, so the small business rate should be 

increased proportionately with the general 

rate.12 Small businesses are less productive 

than larger businesses and the lower small 

business tax rate is distortionary, discour-

ages growth and should be phased out.13 Ac-

cordingly, the AFB will increase the small 
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business tax rate from 11% to 15%. This will 

generate an additional $1.75 billion annual-

ly, assuming 25% lower revenues than the 

PBO estimates.

The additional revenue from restoring 

corporate tax rates totals $11.5 billion. 

As outlined in the Sectoral Development 

chapter, the corporate income tax rate on 

the oil, gas and minerals sector will be re-

stored to 28%, the same rate that applied 

until 2002. These sectors benefit from large 

direct and indirect subsidies — including tax 

preferences and low royalty rates — with a 

large share of the profits going to foreign 

owners. Canada’s wealth of non-renewable 

resources should be shared, and not ex-

ploited and exported at the expense of the 

environment and future generations. Prof-

it levels in the industry can be highly vari-

able, but the revenues from this higher in-

dustry tax rate are expected to average $1 

billion annually. 

Close regressive tax loopholes 
and simplify the tax system

Canada’s tax system has become riddled 

with an array of ineffective, regressive, and 

expensive tax preferences and loopholes. 

While some tax credits and deductions 

make sense and are effective and progres-

sive, others do little more than benefit the 

wealthy and distort the tax system.

The most regressive and outrageous tax 

loopholes are:

•	The stock option deduction, which al-

lows CEOs and executives to pay tax on 

their compensation in stock options at 

half the rate the rest of us pay on our hard-

earned employment income.14 This loop-

hole is expensive and unfair, costing the 

federal government $800 million, with 

90% of the benefits going to the top 1%. 

It is also bad for the economy because 

it creates a big incentive for CEOs to use 

a company’s cash to inflate short-term 

stock prices through share buybacks, 

instead of putting it into long-term pro-

ductive investments.15 Stock options are 

so bad for the economy that one of Can-

ada’s top business experts, Roger Mar-

tin, wrote a book calling for them to be 

eliminated. Yet still federal and provin-

cial governments continue to provide 

tax preferences for them.

•	The capital gains deduction enables 

individuals and corporations with in-

come from capital investments, such as 

stocks and real estate, to pay tax on the 

increase in their value when sold at half 

the tax rate others pay on income from 

doing something productive, such as 

working. This is a very expensive loop-

hole, costing the federal government 

approximately $9 billion annually, with 

most of the benefits going to corporations 

and the wealthiest Canadians.16 It is also 

bad for the economy: renowned invest-

or Bill Gross, who runs the largest mu-

tual fund in the world recently emphatic-

ally stated: “The era of taxing ‘capital’ at 

lower rates than ‘labour’ should end.”17 

The AFB would do just this: tax income 

from capital at the same rate as employ-

ment income, after adjusting for infla-

tion. Other existing capital gains exemp-
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tions, such as for principal residences, 

family farming, fishing, small business 

and personal use property, would be 

maintained. Net revenues after adjust-

ing for inflation, behavioural and other 

factors would amount to $8.4 billion.18

•	The corporate meals and entertain-

ment expense allows businesses to 

deduct half the cost of meals and en-

tertainment expenses, including the 

cost of private boxes at sports events. 

This loophole is widely abused, can be 

used for inappropriate lobbying, and 

inflates ticket prices, and makes some 

sports events inaccessible for ordinary 

Canadians. Eliminating this loophole 

would save the federal government $400 

million annually.19 It could also make it 

possible for ordinary fans, without the 

right corporate connections or oodles 

of cash, to obtain and afford tickets to 

sporting events.

•	Tax-free savings accounts (TFSAs) now 

provide Canadians with $5,500 each in 

tax-sheltered investment income every 

year. That is more than enough: most 

Canadians don’t have any extra money 

to put into RRSPs, let alone TFSAs. Yet 

the federal government is increasing this 

amount by $5,500 per year and plans to 

increase it by $11,000 a year. This will 

only benefit the very affluent and will 

further erode federal revenues, cost-

ing over $6 billion annually.20 The AFB 

will cap TFSAs at a total lifetime rate of 

$25,000. The savings from this may be 

relatively low in initial years, but they 

escalate in future years.

•	Fossil fuel and mining subsidies: the 

federal government still provides signifi-

cant tax preferences and other subsidies 

to the fossil fuel and mining industries, 

including accelerated depreciation, ex-

ploration, and development expenses, 

flow-through shares and mineral ex-

ploration tax credits — called one of the 

dumbest tax expenditures on the books 

by University of Victoria public admin-

istration professor Lindsey Tedds.21 We 

don’t need to keep subsidizing the rap-

id exploitation and export of our nat-

ural resources at the expense of the en-

vironment, future generations and the 

creation of good sustainable jobs. See 

the Environment and Climate Change 

chapter for costing.

The AFB will also eliminate or limit a 

number of other tax credits and significantly 

increase funding for public programs — such 

as for public transit, post-secondary educa-

tion, child care, post-secondary education, 

public pensions, recreation programs, re-

search and development, and services for 

the disabled — where direct funding is more 

effective and equitable.

The federal government has multiplied 

the number of boutique tax credits in our tax 

system. While providing the appearance of 

doing something, these have achieved lit-

tle except to complicate our tax system and 

create work for tax accountants. In addi-

tion to eliminating ineffective and regres-

sive tax preferences to simplify the tax sys-

tem, the AFB will make filing taxes much 

easier and less expensive by providing on-

line software for free filing of all tax returns 

http://deadfortaxreasons.wordpress.com/2014/01/10/stupid-tax-policy-mining-edition/
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through the Canada Revenue Agency. Can-

adians shouldn’t have to spend money — or 

any more time than is necessary — to file 

their taxes.

In total, closing these loopholes will save 

the government $9.6 billion a year.

Increase enforcement and tackle 
tax havens to reduce tax evasion

An estimated $280 billion is lost from public 

revenues worldwide from the $20-$30 tril-

lion sheltered in tax havens.22 Those in low-

income countries are harmed most, while 

banks, big corporations, and the wealthy 

benefit the most. Canadians for Tax Fair-

ness estimates that Canada loses up to $10 

billion annually as a result of the use of 

tax havens. Estimates of revenue lost just 

through the operations of Canada’s big six 

banks amounts to between $1 billion and 

$2 billion annually.

Canadians for Tax Fairness has urged 

the federal government to reduce the use of 

tax havens by requiring automatic informa-

tion sharing between tax authorities, a pub-

lic registry of ultimate beneficial owners of 

companies and trusts, increasing compli-

ance and enforcement activities, imposing 

stronger penalties, and, if necessary, intro-

ducing withholding taxes on assets held in 

tax havens. Unfortunately, the federal gov-

ernment has done little to achieve this goal 

and has even cut funding for enforcement 

activities. The federal government has prom-

ised repeatedly to crack down on tax avoid-

ance through tax havens, but the problem 

is growing rapidly worse.

The officially reported assets that Can-

adian corporations have sheltered in tax 

havens has grown from $13 billion in 1981 

to $74 billion in 2001 and to $165 billion in 

2011.23 At 8% annual average rates of growth, 

the amount sheltered will increase to an es-

timated $190 billion in 2013 and over $200 

billion in 2014.

Together with much stricter enforce-

ment and international cooperation, the 

AFB will apply a modest 1% withholding 

tax on the assets held in tax havens. This is 

equivalent to or less than what many asset 

managers charge in management fees and 

is also equivalent to what they would pay 

in tax, assuming modest rates of return. It 

is also consistent with IMF proposals for a 

1% net wealth tax. This would generate ap-

proximately $2 billion annually and encour-

age those sheltering their assets offshore to 

bring their money back home.

Introduce a new top income 
federal tax bracket of 35% on 
incomes over $250,000

Canada’s most affluent 1% have kept much 

of the country’s income growth for them-

selves over the past three decades, but pay 

a lower overall rate of tax than all other in-

come groups, including the poorest 10%.24

Because sales, property and other taxes 

are regressive, we need progressive income 

taxes (as well as higher taxes on capital, 

corporate and investment income) to keep 

the whole tax system fair and progressive.

In 1981, Canada’s top federal personal 

income tax rate was 43% for taxable income 

over $119,000 (equal to about $295,000 to-
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day); now it is only 29% for taxable income 

over $136,270.25 This applies whether your in-

come is $150,000 or $15 million. Canada’s top 

rate is far below high income rates in many 

other countries, including the United States, 

where income over $400,000 is taxed at a 

federal rate of almost 40%. Combined with 

provincial tax rates, Canada’s top rate is also 

considerably below optimal rates of up to 

80% as identified by leading economists.26

About two thirds of the revenue from an 

increase in the top rate would come from in-

comes over $250,000, so after accounting 

for behavioural responses, tax shifting, and 

other factors, a new tax bracket of 35% for 

income over $250,000 would generate rev-

enue of $2.5 billion in 2015.27

Inheritance and wealth taxes

Unlike the United States and most European 

countries, Canada has no wealth, inherit-

ance or estate tax. Property taxes function 

as a form of wealth tax, but they are ultim-

ately a regressive form of wealth tax because 

they only apply to gross real estate values, 

not to net wealth and not to other forms of 

wealth such as financial and other assets 

that are more concentrated at the top. Cap-

ital gains taxes may be levied on some por-

tion of inheritances, but they don’t apply to 

the base amounts and are often avoided.

The International Monetary Fund re-

cently suggested countries increase high in-

come tax rates and/or also taxes on wealth 

to generate more revenues. 28 The IMF esti-

mates Canada could generate 0.6% of GDP 

(or $11 billion for 2014) from a 1% tax on the 

net wealth of the wealthiest 10% of house-

holds and 1.1% of GDP (or over $20 billion) 

for a progressive net wealth tax of 1% on the 

top 10 wealthiest and another 1% on the top 

5% wealthiest. These are general estimates, 

but give some indication of the potential rev-

enue that could be generated.

The AFB proposes a minimum inherit-

ance tax of 45% on estates of $5 million or 

more. It would apply in a similar way as 

the Estate Tax in the United States, inte-

grated with capital gains taxes, and at sim-

ilar rates. This inheritance tax would only 

apply to amounts in excess of $5 million 

(e.g., after a $5 million deduction). Capital 

gains taxes would continue to apply for in-

heritances below $5 million, but at the full 

rate and indexed for inflation. This means 

for inheritances of cottages or other prop-

erty that have been held in the family for 

decades, taxes would likely be lower than 

under the existing system.

It is not clear exactly how much this tax 

would generate, but given that Estate and 

Gift Taxes have generated between $20 bil-

lion and $30 billion in revenue annually in 

the United States, we estimate a similarly de-

signed estate tax in Canada would generate 

approximately $2 billion a year in revenues.

Increase taxes on banks and finance

Not only did Canadian banks and other fi-

nancial institutions benefit more than any 

other industry from corporate tax cuts, but 

they also benefit from the exemption of finan-

cial services from value-added taxes such as 

the GST and related provincial sales taxes.

Following the financial crisis, there has 

been a strong revival of interest around the 
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world in financial transactions taxes (FTTs) 

not only to help pay for the costs of the crisis, 

but also to reduce excessive financial specu-

lation and activity, steer resources into more 

productive activities, and reduce the risk of 

further financial crises. Taxes on finance are 

also highly progressive, since they are paid 

almost entirely by the financial sector and 

by wealthier individuals.

A number of European countries have 

introduced financial transaction taxes dur-

ing the past two years, with another elev-

en agreeing to introduce a harmonized FTT 

through the European Union’s process of 

“enhanced cooperation.” In the United 

States, Senator Tom Harkin and Congress-

man Pete DeFazio introduced legislation 

on 28 February 2013 to tax financial trans-

actions of stocks, bonds and derivatives at 

0.03% or three basis points, which is ex-

pected to generate $40 billion annually. The 

European Commission estimates a Europe-

wide FTT at a rate of 0.1% on stocks and at 

lower rates on bonds and derivatives could 

generate $85 billion annually.

Financial transactions taxes are more ef-

fective if they are implemented through inter-

national agreements at a global level, but 

that hasn’t stopped many countries — includ-

ing Switzerland, the U.K. and China — from 

having effective financial transactions taxes 

in places for decades.

The AFB would seek an agreement with 

the provinces to introduce a broad-based fi-

nancial transactions tax at a rate of 0.5% on 

transactions of stocks — similar to the rate in 

the U.K. — and at lower rates on bonds and 

financial derivatives. This would generate 

over $4 billion annually, assuming a 50% 

reduction in trading volumes.29

If there are obstacles to this, the AFB will 

instead proceed with a Financial Activities 

Tax, as proposed by the IMF, at a rate of 5% 

on profits and remuneration in the financial 

sector to compensate for the exemption of 

financial services from value-added taxes, 

such as the GST. This would generate an es-

timated $5 billion annually.30

Green taxes

The Kyoto Accord to reduce greenhouse 

gas emissions ultimately failed not only be-

cause of the political opposition of coun-

tries such as Canada, but also because the 

process and methods for achieving the Ac-

cord’s goals were flawed.

There has been little progress in reach-

ing international agreement on the proposed 

international cap and trade scheme. Even 

operational regional cap and trade schemes, 

such as Europe’s Emission Trading System, 

have been plagued by problems.31 Despite 

costing close to $300 billion, the ETS and 

other cap and trade schemes appear to have 

had no effect in reducing emissions and at 

the same time have provided funding to 

projects that have often had perverse and 

negative consequences for Indigenous and 

impoverished people.32

With worldwide greenhouse gas emis-

sions now more than 50% higher than they 

were in 1990 and not 5% lower as they were 

supposed to be, it is time to move forward 

with a new approach — and one that most 

economists prefer — a carbon tax.

http://www.theaustralian.com.au/national-affairs/europes-287bn-carbon-waste-ubs-report/story-fn59niix-1226203068972
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The AFB will introduce a national har-

monized carbon tax integrated with existing 

provincial carbon taxes, with a large share 

of the revenues going towards a strong-

ly progressive green tax refund. This will 

ensure that a majority of Canadian house-

holds will be better off after accounting for 

their increased costs as a result of the car-

bon tax. Cap and trade schemes increase 

costs for consumers but they do so indirect-

ly, without transparency and without com-

pensation to households.

Carbon taxes are more efficient, trans-

parent and less corruptible mechanisms for 

putting a price on carbon than cap-and-trade 

quantity quotas. Carbon taxes also provide a 

clear price signal for business, organizations 

and consumers, and avoid the speculation, 

uncertainty and unfair windfall gains asso-

ciated with cap-and-trade systems. Many 

European countries have had effective car-

bon taxes in place for decades.

A national carbon tax would also in-

clude border tax adjustments to ensure Can-

adian industry is not put at a competitive 

disadvantage. Imports from countries that 

don’t have similar measures would be taxed 

at appropriate rates to reflect emissions as-

sociated with their production, processing 

and transport, with specific exemptions for 

highly impoverished nations. Exporters to 

countries without comparable provisions 

could receive rebates. These border tax ad-

justments would put pressure on other coun-

tries to enact climate change measures while 

also benefiting Canadian industry.

The AFB would introduce a $30/tonne 

national carbon tax on July 1st, 2016. The na-

tional harmonized carbon tax would apply 

where provincial carbon taxes are not in ef-

fect or are at a lower rate. It would gener-

ate approximately $10 billion from the 350 

megatonnes emitted annually from trans-

portation, heating and other smaller sources 

and another $7.5 billion from the approxi-

mately 500 large industrial facilities respon-

sible for more than a third of Canada’s total 

GHG emissions. Gross revenues net of prov-

incial and border tax adjustments would be 

approximately $15 billion annually.

As with all forms of carbon pricing or 

regulations, carbon taxes are regressive. 

They most hurt those on low incomes who 

also have the least ability to adapt and in-

vest in more efficient measures. Accord-

ingly, a large share of the revenues raised 

would be devoted to a progressive green 

tax refund, which would provide a major-

ity of Canadians with a larger annual credit 

than they actually pay out in carbon taxes. 

Cheques of $300 would be sent out at the be-

ginning of the year to all Canadians where 

the national carbon tax is in effect, with 

amounts gradually clawed back for family 

incomes above $100,000. This amount is 

higher than the quarterly GST credit pay-

ments and would be available at more than 

twice the income thresholds. Additional 

credits would be provided for those living 

in northern and rural communities where 

fuel and energy use is higher.

The carbon tax would be increased as 

required to meet Canada’s greenhouse gas 

reduction targets and the credit would be in-

creased together with it at a rate of $10 per 

$1/tonne increase in the carbon tax. This 

would ensure that a majority of Canadian 

households would always be better off.
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Carbon Tax Revenues will total $15 bil-

lion. A Green Tax Refund will cost $7.5 bil-

lion, leaving a net revenue of $7.5 billion.
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Agriculture

Background

The numbers of farms and farmers in Can-

ada have been declining over many dec-

ades, while the average age of farmers is in-

creasing. Farmers are caught in a cost-price 

squeeze, where they are price-takers when 

they purchase inputs, and also when they 

sell their products. Input prices are constant-

ly rising and commodity prices, while sub-

ject to volatility, have remained low.

The dramatic decline in farm numbers is 

policy-driven, not a result of natural evolu-

tion in individual career choices. Low farm 

prices are beneficial to exporters who are 

selling commodities on the world market, 

competing largely on the basis of price. Low 

prices also help food manufacturers, mak-

ing it easier for them to be profitable.

The long-term depression of farm prices 

in relation to input prices and the cost of 

living means that margins are constantly 

tightening, forcing farmers to produce ever 

more product just to maintain the same in-

come. To produce more, farmers have to 

purchase more land, buy bigger equipment, 

increase herd size, rely more on purchased 

farm chemicals, and take on more debt. 

Most farmers have to take off-farm jobs to 

support their families and are thus subsidiz-

ing the price of food with their own unpaid 

labour on the farm. The size of a “viable” 

farm keeps increasing — and the goalposts 

of “success” keep receding into the distance 

as farmers struggle to keep up. The bene-

ficiaries of the growth side of the dynam-

ic are the input companies and the banks, 

while farmers are left with higher risks, few-

er neighbours, depleted communities, less 

time and more stress.

The loss of farms and the increasing aver-

age age of farmers indicate an alarming fail-

ure of intergenerational transfer and a shift 

towards concentration of land ownership. 

Many younger people have decided not to 

farm due to the bleak economic prospects, 

or have been prevented from entering farm-

ing due to the high debt load they would 

have to take on. As a result, older farmers 

are not passing on their knowledge to the 

next generation, and this body of practical 

and cultural knowledge is being lost.

In many parts of Canada land is being 

purchased by absentee investors through 

speculative land investment corporations, 

and then rented back to farmers or operat-

ed with hired labour. The farmland invest-

ors are not interested in food production, 

but in a revenue stream, and thus make 

cropping decisions based on profitability 

rather than land stewardship. The lack of 

a long-term relationship to the land means 

there is a high risk of soil depletion, ero-

sion, water contamination and other en-
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vironmental problems, as short-term gains 

are the shareholders’ priority.

Canada’s agriculture policies are fo-

cussed on expanding exports and are used 

to implement the terms of so-called trade 

agreements. This approach became domin-

ant in 1989 when the Free Trade Agreement 

between Canada and the USA was imple-

mented, and intensified following the sign-

ing of NAFTA in 1994. Canada continues to 

pursue bilateral trade agreements with vari-

ous countries, and is currently negotiating 

CETA with the European Union. Canada has 

also entered the Trans Pacific Partnership.

Canada has succeeded in increasing 

trade, but this has not helped farmers. As 

trade increased, expenses and debt also 

increased and overall farmer numbers de-

clined. Net farm income remained stagnant. 

In addition to single-minded promotion of 

agriculture exports, the “trade agreements” 

are not just about trade — they are about re-

stricting governments’ policy-making space 

so as to prevent domestic laws from inhib-

iting global corporations’ ability to do busi-

ness profitably and seamlessly, regardless 

of which country they are operating in. The 

laws, policies, programs and regulations 

that a nation might implement based on 

the democratic will of its population are re-

framed as “tantamount to expropriation” 

and subject to unaccountable investor-state 

dispute resolution mechanisms.

There was a wholesale shift in Canada’s 

public support for research in the 2012 feder-

al budget. Virtually all public support is now 

directed to research with direct commercial 

application. University-based basic research 

has undergone a shift over the past decade, 

as public funding increasingly requires a sig-

nificant percentage of the project’s fund to 

be raised by the scientist. In practice, this 

means researchers must find a private sec-

tor partner — a corporation — to fund their 

work. Only research that has a commercial 

benefit is amenable to this type of funding, 

so Canada has lost a great deal of our cap-

acity to get valuable research done that is in 

the public interest — such as improved water 

management, soil-building, agro-ecology, 

low-input systems, etc. Results of corpor-

ate-funded research are patented or other-

wise licensed so that farmers have to pay 

for the research repeatedly if they buy the 

resulting new product, whether it is a seed, 

farm chemical, veterinary drug, or machine.

Current Issues

In 2013 we saw:

•	Agreement in principle on CETA, join-

ing TPP and engaging in bilateral trade 

negotiations with India, Japan, Turkey, 

and other countries.

•	Growing Forward 2 Strategic Initiatives 

Suite signed, dedicating federal-prov-

incial dollars to export-oriented, high-

input, corporate agriculture, regulatory 

changes to facilitate corporate self-regula-

tion and regulatory harmonization, sup-

port for private/commercial research at 

the expense of public-interest research

•	Loss of public sector research capacity 

with closure of several Agriciulture Can-

ada research stations and the Cereals 

Research Centre, as well as cuts to pub-
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lic plant breeding funds, beef research 

centre, blueberry research centre, etc.

•	Loss/impairment of important public 

institutions — PFRA Community Pas-

tures, Indian Head Agro forestry Centre 

and Tree Nursery, privatization of CFIA 

seed field crop inspection, changes to 

variety registration to give less protec-

tion to farmers, etc.

•	Introduction of Bill C-18, an agriculture 

omnibus bill, that if passed, will hand 

over control of seed to multinational 

seed companies, impair Canada’s sover-

eignty regarding food and agriculture-

related regulations, deepen farm debt 

and facilitate land-grabbing by giving 

farmland investment companies access 

to government-backed credit.

•	Entry of Canada Pension Plan into farm-

land grabbing with purchase of Assini-

boia Capital’s 115,000 acres of Saskatch-

ewan farmland.

•	Chaos in the grain trade as the fallout 

from killing the Canadian Wheat Board 

and hampering the Canadian Grain Com-

mission unfolds. Transportation is a dis-

aster as elevators, railways, ships and 

port terminals are unwilling and unable 

to coordinate logistics. As transportation 

costs mount and bottlenecks intensify 

farmers are left to watch as prices drop 

to record lows.

•	The registration of genetically modi-

fied alfalfa.

•	The closure of significant food process-

ing plants that were supplied by local 

farmers.

•	Serious questions regarding the use of 

neonicotinoid insecticides in agricul-

ture and their impact on bees, aquatic 

insects, other invertebrates and birds.

AFB Actions

The AFB will shift federal-provincial agri-

culture framework spending into programs 

that support food sovereignty, local food pro-

cessing and marketing, and young farmer 

development. No more tax dollars will be 

spent on trade junkets by commodity organ-

izations. No more tax dollars will be directed 

to corporate agribusiness capital projects. 

Regulatory changes will be developed and 

reviewed by farmer-consumer bodies with 

a food sovereignty mandate.

The AFB will shift all agriculture re-

search funding into public research for 

public interest purposes, including public 

plant breeding with 100% funding. A new 

fund will be created to support farmer-to-

farmer research to develop agroecology in 

all agricultural regions. Funding to existing 

public-private-partnerships will be capped, 

phased out, and made conditional upon all 

results being made available to the public 

via general public licensing (copyleft, open 

source, commons). Research done by uni-

versities and public institutions will also 

be made accessible through general pub-

lic licensing.

The AFB will launch a farm debt reduc-

tion strategy to promote access to land by 



40 Canadian Centre for Policy Alternatives

young and new farmers, retirement with 

dignity by older farmers, and prevent land 

price inflation and speculation. Farm Cred-

it Corporation will be given a new mandate 

to promote these goals and will be restruc-

tured to have no retained earnings.

The AFB will implement recommenda-

tions from the International Year of Coopera-

tives to improve the legislative framework 

to facilitate farmer/consumer cooperatives 

taking a larger role in the economy through-

out the food chain.

Farm support payments will be capped 

and directed towards small and medium 

scale family farms. Funds will be available 

to support farmers to carry out projects 

and make changes in their farming practi-

ces which protect and enhance water qual-

ity, protect the soil and the air and increase 

biodiversity, including support to move to 

organic production.

Public agriculture programs, institu-

tions and agencies that were set up to pro-

tect the interests of farmers and Canadian 

citizens will have funding to return to their 

mandate of acting in the interest of the pub-

lic — e.g. a return to CFIA seed field crop in-

spection, PFRA Community Pastures, Indian 

Head Tree Nursery and Agroforestry Cen-

tre, Canadian Grain Commission inward in-

spection, CFIA’s pre-market efficacy assess-

ments of fertilizers, etc. The AFB will invest 

approximately $12.6 million per year to al-

low these programs, institutions and agen-

cies to resume operations and rebuild their 

capacity promoting the prosperity of family 

farms and the public interest in agriculture.
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Arts and Culture

Background

For generations of Canadians, arts and cul-

ture have been sources of inspiration and 

national pride. Canadian artists and arts or-

ganizations create new works, push the en-

velope of artistic practices, make our lives 

more enjoyable and meaningful, engage lar-

ger and more diverse audiences, contribute 

to education, and help us better connect 

and understand each other in a globalized 

environment. A thriving arts and culture 

sector is an integral part of Canadian soci-

ety and a key contributor to our economic 

vitality. Sustaining a vibrant cultural sec-

tor helps ensure that Canada remains one 

of the best places in the world in which to 

live, invest, innovate, and compete.

The arts sector can play a key role in the 

prosperity of Canadian communities by cre-

ating jobs in many sectors. A growing con-

sensus accepts arts investment as a cost-ef-

fective catalyst for high economic returns. 

In its 2008 report Valuing Culture: Measur-

ing and Understanding Canada’s Creative 

Economy, the Conference Board of Canada 

noted that cities rich in cultural resources 

are hotbeds of creativity, generators of eco-

nomic wealth, and magnets for talent. But 

the arts cannot flourish without adequate, 

stable, sustained investment.

Investments in arts and culture benefit 

our country as a whole. The sector is a sig-

nificant employer; it had roughly 616,000 

workers in 2003, of whom 140,000 were art-

ists.1 For-profit creative and cultural indus-

tries, not-for-profit arts organizations, and 

independent entrepreneurs comprise 3.9% 

of the overall labour force. This is roughly 

double the level of employment in the for-

estry sector and more than double the level 

of employment in Canadian banks. Accord-

ing to Statistics Canada, the arts and culture 

sector contributed $49.9 billion to Canada’s 

gross domestic product (GDP) in 2009.2

Current Issues

The arts and culture sector has not been im-

mune from recent global economic hard-

ships. Artists, arts organizations, and gov-

ernment agencies have all tightened their 

belts. Canadian artists and arts organiza-

tions often struggle to get by, and the buy-

ing power of cultural agencies has remained 

static for decades. Without further invest-

ment, the ability of the next generation of 

Canadian artists to fulfill their potential will 

be hampered.

Public investment is the backbone of 

Canada’s cultural ecosystem, and investing 

in the arts is sound economic policy. Ac-

cording to the Conference Board of Can-

ada, $1.85 is added to the overall real GDP 

for every dollar of real value-added GDP 

produced by Canada’s cultural industries, 

and performing arts organizations gener-
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ate $2.70 in revenues for every dollar they 

receive from governments.3

Canada is approaching its 150th anni-

versary and Canadians expect the federal 

government to celebrate our diverse and 

dynamic national identity through arts and 

culture. It’s time to support a new genera-

tion of creative development.

A key opportunity is highlighted by demo-

graphic changes that are sweeping our coun-

try and the way Canadians will contribute 

to Canada’s economic growth. In 2011, Can-

ada was home to roughly 6.8 million foreign-

born individuals. They represented 20.6% 

of the total population, which was almost 

1% more than reported in the 2006 Census. 

Similarly, 4.3% of the total population re-

ported an Aboriginal identity in 2011, com-

pared to 3.8% in the 2006 Census.4

Other reports suggest that:

•	in 2017, members of visible minorities 

will comprise 19%–23% of the Canadian 

population, and Aboriginal peoples will 

comprise 4.1%;

•	in 2021, members of visible minorities 

will comprise 29%–32% of the Canadian 

population, or between 11.4 and 14.4 

million people. This population will 

also have more youth under the age of 

15 (36%);

•	the Aboriginal population is growing 

more quickly than the rest of the popu-

lation; it is also much younger, and Ab-

original youth will form a major part of 

Canada’s future workforce; and

•	those whose first language is neither Eng-

lish nor French will increase to 29%–32% 

by 2031, up from 10% in 1981.5

With respect to audiences, the Cultural 

Human Resources Council has noted that:

•	while our aging population may have 

both time and disposable income, re-

sponding to their evolving interests re-

quires ongoing attention;

•	accessibility of venues for persons with 

disabilities may have to be improved;

•	the shrinking attendance of “baby boom-

ers” and the relative lack of engagement/

development of younger audiences must 

be addressed, since this affects the mar-

ket for live entertainment; and

•	other changes in audience demograph-

ics may require the development of new 

genres, challenging presenters to main-

tain core audiences while building new 

ones.6

Other studies have focused on the pro-

fessional development needs and interests 

of presenters across Canada. They indicate 

that presenters need and want to increase 

their awareness of diversity, and to develop 

diversity-related competencies in the areas 

of programming, community involvement, 

audience development, staffing, and volun-

teer recruitment. These studies suggest that 

changing demographic conditions are a ma-

jor environmental factor.

As well, given the changes in Canadian 

communities, many presenters, artists, and 

audiences have noted the importance of 

understanding and engaging with Aborig-
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inal Canadians, immigrants, members of 

visible minorities, and other communities.

Clearly, arts organizations see the im-

portance of responding to the needs and 

issues of all Canadians. In addition, 92% of 

Canadians believe that arts experiences are 

a valuable way of bringing together people 

from different languages and cultural trad-

itions, and 87% of Canadians believe that 

arts and culture help us express and define 

what it means to be Canadian.7 Targeted in-

vestment by the Government of Canada will 

enable arts organizations to respond to the 

opportunities and challenges presented by 

Canada’s changing demographics.

Sustaining artists and 
arts organizations

Jobs in the not-for-profit arts sector are creat-

ed and sustained by three revenue streams: 

earned revenues (from admissions, product 

sales, or fees), contributed revenues (from in-

dividuals, corporations, or foundations), and 

government funding (from all three levels of 

government). While the ratios vary between 

subsectors and regions, the cultural policy 

and spending priorities of the Government 

of Canada have a significant influence, by 

developing new markets and venues, pro-

viding incentives for donations and spon-

sorships through the tax system or match-

ing contribution programs, or subsidizing 

particular aspects of cultural production.

The federal government’s primary vehicle 

for sustaining the work of artists and arts 

organizations is the Canada Council for the 

Arts. This highly respected, accountable, and 

efficient arm’s-length agency of the federal 

government has a 55-year track record of fos-

tering the arts across the country. In 2012–

13, the Council awarded more than $150 mil-

lion in grants and payments to artists and 

arts organizations in some 2,000 commun-

ities across Canada through a highly com-

petitive peer review process. 8

Increased investment through the Can-

ada Council will ensure that the core of 

Canada’s cultural milieu — artists and arts 

organizations — are supported in explor-

ing and expressing what defines us as Can-

adians. It will also help provide Canadians 

with better access to artistic work from all 

regions of Canada that reflects our rich cul-

tural landscape.

Ensuring access and strengthening 
ties across Canada

The Department of Canadian Heritage (DCH) 

is another of the government’s key invest-

ments in Canadian arts and culture enter-

prises. Funds awarded through the DCH 

directly sustain jobs in the creative sector. 

Moreover, many of DCH’s programs strength-

en national identity, foster lasting cultur-

al development, and ensure that families 

across Canada have affordable access to 

arts and culture.

Access and innovation are intimately tied 

to new and retrofitted facilities. Canadians 

deserve to experience the arts in optimal set-

tings. This is achieved, in part, through the 

Canada Cultural Spaces Fund. Maintaining 

and increasing this fund will ensure the vital-

ity of Canada’s cultural spaces for current 

and future generations of Canadians. The 

Canadian Arts Presentation Fund invests in 
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the circulation of cultural products across 

the country, ensuring that Canadians can 

engage in high-quality cultural experien-

ces in their home communities.

Over the coming year, a suite of funding 

programs managed by the DCH — includ-

ing the Canada Cultural Spaces Fund and 

the Canadian Arts Presentation Fund — will 

come to term. These programs help extend 

public access to the arts, build and divers-

ify a resource base to realize organizations’ 

artistic visions, leverage private sector in-

vestment through matching contributions to 

endowment funds, and build and maintain 

physical infrastructure. It is essential that 

the government investments made through 

these programs be renewed.

Aligning cultural policy with 
Canada’s global economic policy

Historically, artists and arts organizations 

have been effective cultural ambassadors 

for Canada on the world stage. Markets de-

veloped abroad for Canadian arts and cul-

ture have diversified revenue streams for cul-

tural industries, created jobs here at home, 

and contributed to economic growth and 

stability. In addition, Canada has long been 

recognized as a bold, diverse, and peaceful 

bastion of arts and culture.

Over the past few years, the government 

has sought to multiply and strengthen ties 

with strategic economic allies, notably in 

Asia and Europe. Moving forward, it is es-

sential that Canadian culture and cultur-

al products be an integral part of Canada’s 

Global Commerce Strategy, which will help 

to establish Canada as a key trading part-

ner in target markets.

Canadian artists, arts organizations, and 

cultural products are important elements 

of Canada’s “brand”; this was amply dem-

onstrated during the opening and closing 

ceremonies of the 2010 Vancouver Olym-

pics. The Government of Canada must en-

sure that our trade commissioners, diplo-

mats, and other key officials are trained 

and resourced to position Canadian arts 

and culture as a key asset in today’s inte-

grated global economy. It must also ensure 

that artists and arts organizations can take 

their work to foreign markets, meet with po-

tential presenters and consumers of cultural 

products, and explore and establish innova-

tive partnerships with foreign counterparts 

and collaborators.

Recently, the Canada Council announced 

it was allocating $2 million of its existing 

parliamentary appropriation to internation-

al market development. Given an increased 

parliamentary appropriation beginning in 

2014, the Council could play an even great-

er role in helping Canadian artists and arts 

organizations create jobs, engage with the 

Canadian public (at home and across the 

country), and develop international markets.

AFB Actions

The AFB will:

•	Increase the annual parliamentary al-

location for the Canada Council for the 

Arts by $120 million to bring the total 

allocation to $300 million.
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•	Renew investment in a suite of programs 

delivered by the Department of Canadian 

Heritage and ensure that funds available 

through these programs are indexed to 

the annual cost of living.

•	Invest $25 million annually in initiatives 

to develop artistic and cultural markets 

in Canada and abroad that promote Can-

adian values, businesses, and cultur-

al interests in key markets. This will be 

done by aligning Canada’s cultural dip-

lomacy strategy with Canada’s Global 

Commerce Strategy.
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Child Care: Early Childhood 
Education and Care

Background

We’re used to hearing that Canada has no 

national childcare program1 and that exist-

ing services are inadequate and underfund-

ed. But two other important points are less 

often noted: how much Canadian child care 

relies on the market, and the undesirable 

effects of this approach.

Every aspect of Canadian child care 

is shaped by the market.2 The private sec-

tor — including entrepreneurs, non-profits, 

and charitable organizations — determines 

when and where services are located. Pri-

vate non-profit and for-profit operators fi-

nance much of the capital costs and deliv-

er most regulated child care across Canada. 

Outside Quebec, parents pay the bulk of 

costs for regulated and unregulated child 

care, and public funding is primarily dis-

tributed through market-oriented “demand-

side” measures such as vouchers, cheques, 

or fee subsidies. There is little public man-

agement of services or public planning for 

expansion. The government’s role is large-

ly limited to monitoring regulations, which 

are inadequate to deliver the high-quality 

programming that benefits children.3

The results of this market approach are 

tangible and well documented.4 There are 

significant variations, inequity, and gaps 

across Canada in affordability, supply of 

services, and quality, and many (or most) 

families can neither find nor afford high-

quality child care. Yet, as the OECD recently 

suggested,5 Canada’s adherence to a market-

based approach reflects an “economic ortho-

doxy” rather than a lack of knowledge about 

the benefits of moving to a public system.

This situation continues despite Canada 

being a signatory to the United Nations Con-

vention on the Rights of the Child, which 

commits our federal and provincial/territor-

ial governments to collaborate to ensure that 

families have access to quality early child-

hood education and care (ECEC) programs.6

The right thing to do

Child care has long been considered a key 

requirement for healthy child development, 

women’s equality, social justice and equity, 

and part of good family policy. A body of evi-

dence7 shows that building a public ECEC 

system is the right thing to do for parents 

and children, and for Canada socially and 

economically. In 2012, TD Economics urged 

increased public spending when “finances 

move back in balance.” The report observed 

that Canada lags far behind other countries 

and that putting “an efficient, high quality 

early childhood program in place...access-

ible for all children and affordable for par-
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ents...would be beneficial for children and 

parents as well as the broader economy.”8

In its most recent review of the Conven-

tion on the Rights of the Child, the UN re-

ferred to Canada’s “lack of funding directed 

towards the improvement of...affordable and 

accessible early childhood care and servi-

ces,” “high cost of child care,” and “lack of 

available places.”9

More public money and 
policy needed

As federal and provincial surpluses began 

to mount annually in the early 2000s, a sub-

stantial commitment to childcare system–

building emerged. However, at the height 

of Canada’s economic success, the feder-

al government terminated this initiative, 

replacing it with the Universal Child Care 

Benefit (UCCB), a monthly payment made 

directly to parents and a tax incentive for 

employers to build new childcare spaces.

These policy changes set child care in 

Canada back even further. Without the prom-

ised federal transfers, provincial and territor-

ial plans to increase access to quality child 

care slowed dramatically. There has been no 

material uptake of the tax incentive for em-

ployers to date,10 and parent fees continued 

to increase in provinces without fee caps.

It is therefore not surprising that Can-

ada’s public investment in ECEC programs 

has remained static for some years at 0.25% 

of GDP — about one-third the OECD average 

(0.7%) and far short of the international min-

imum benchmark of at least 1% of GDP for 

children aged 0–5.11

Child care today is plagued by stagnant 

provincial/territorial budgets and expansion 

and by shrinking services that are uncon-

nected to planning or community needs. 

Fee subsidies are less adequate than they 

were in the past, the proportion of families 

served has remained steady since 2001, and 

parent fees are unaffordable for many. As 

a result, today most parents must rely on 

unmonitored, sometimes dangerous, un-

regulated care.

Comparing best policy practices with 

the state of Canadian child care reveals a 

gap between what we know and what we 

do. Research suggests that delivering high-

quality, equitable, accessible ECEC programs 

requires a systematic, integrated approach 

with well-defined public management.12 

Research also shows the pitfalls of relying 

on unplanned, fragmented, privatized ap-

proaches to financing and depending on 

for-profit services.13 Yet, current ECEC poli-

cies continue to ignore the best available 

knowledge.

Current Issues14

•	Parent fees are very high — often high-

er than university tuition — while sub-

sidies fail to make child care financial-

ly accessible to eligible parents. Infant 

fees range from Quebec’s $152/month to 

Manitoba’s province-wide maximum par-

ent fees ($631/month); the average fee in 

Ontario is $1,152/month. In large cities, 

child care is even more costly. In Van-

couver, for example, commercial chain 

Kids and Company topped the chart 
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with an annual fee of almost $23,000 in 

2013, while non-profit University of Brit-

ish Columbia Childcare Services’ infant 

fee for non-UBC-affiliated parents was 

more than $18,000 annually.15

•	The supply of childcare services is far 

below the demand, yet expansion of 

spaces has been slow over the last few 

years. More than 70% of mothers of 

young children were in the paid labour 

force but, in 2012, there were regulated 

spaces for only 22.5% of children aged 

0–5 years.

•	Staff wages are too low to ameliorate 

staffing issues such as recruitment and 

retention. A 2012 survey found that the 

median gross annual wage of program 

staff across Canada was $16.50/hr, up 

only slightly from $15.36 in 1998 (amounts 

are adjusted for inflation).16

•	 Quality issues persist regarding the un-

regulated arrangements many parents 

must use and the regulated services that 

are in short supply.

Beware unregulated child care

Issues about the safety of unregulated ar-

rangements have been prominent in the 

media as child deaths in unregulated child 

care continue to occur.17 Yet throughout 

the country there is widespread reliance 

on these arrangements, in which govern-

ment has only a bare minimum role and no 

oversight. It is noteworthy that while there 

is no substantial direct public funding to 

unregulated child care except in B.C.,18 the 

demand-side funding available through 

the UCCB and the Child Care Expense De-

duction supports both legal and illegal un-

regulated child care.

For-profit child care growing

Although the benefits of a publicly man-

aged ECEC system are clear, for-profit child 

care is growing in most of Canada. In 2012, 

for-profits delivered 29.4% of centre-based 

spaces, up from 20% in 2004. The limited 

growth in the sector has been dominated by 

for-profit services for some years.

Commercial childcare chains — until re-

cently mostly small-scale operations — are 

growing across the country, with many now 

operating more than 20 centres. Corpora-

tions such as BrightPath (formerly called 

Edleun), Canada’s first publicly listed big-

box childcare chain, and privately held Kids 

and Company each operate more than 50 

centres in multiple provinces. Both appear 

to be positioned for growth, with invest-

ors providing significant capital infusions.

Countries in which big-box chains now 

dominate child care (Australia, the U.K., and 

the U.S.) provide useful lessons for Canada: 

public funds will support private profits rath-

er than public goals such as quality, afford-

ability, and equity of access. The threat of 

higher fees, lower wages, unmet demand, 

and poor quality found in countries dom-

inated by corporate providers should be a 

wake-up call to Canada about the ineffect-

iveness and inequity of a market-based ap-

proach to child care.

The evidence-based response to Can-

ada’s childcare needs is a national policy 
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framework establishing a publicly managed, 

publicly funded system blending ECEC, and 

prioritizing equity in access and service pro-

vision in every province and territory.

More federal involvement needed

A key barrier to an ECEC system in Canada 

has been the federal government’s absence 

from the table. Even funding for federal Ab-

original ECEC programs — for which the fed-

eral government has direct and full respon-

sibility — has been largely static since 2006, 

actually dropping in 2009.19

Meanwhile, the provinces, which have 

jurisdictional responsibility, continue to 

experience community pressure to provide 

accessible, quality child care. Several prov-

inces have introduced changes to various 

elements of child care and kindergarten. 

However, without national collaboration 

and federal funding and leadership, most 

of these programs remain underfunded and 

inadequate to meet the need. They do not 

provide substantial enough reforms to sig-

nificantly impact the status quo.

While child care languishes, since 2006 

the federal government has spent an estimat-

ed $17.5 billion on the UCCB, which provides 

$100 per month to families for each child 

under age six. There is no evidence that this 

considerable public expenditure — which re-

placed the cancelled national childcare pro-

gram — has increased access and quality, 

enhanced “parental choice,” or offered an 

effective income support to help lift families 

out of poverty.20 The AFB will make better 

use of these public funds by using them to 

improve the National Child Benefit Supple-

ment (see the chapter on Income Inequal-

ity, Poverty, and Wealth).

In 2011, the government pledged to intro-

duce income splitting for couple families 

with children, which would likely encour-

age mothers to stay out of the workforce. 

This income-splitting proposal would dis-

proportionately benefit wealthier families, 

especially those with stay-at-home mothers, 

and spend an additional estimated $3 billion21 

on a program that — like the UCCB — will be 

of little benefit to those children and fam-

ilies who need the most help.

In this way, the federal government has 

directed substantial federal funds away from 

a national childcare program through the 

UCCB and is contemplating doubling this 

sizable expenditure through income split-

ting. Overall, the federal government’s ap-

proach to child care limits the progress that 

can be achieved in provinces, territories, 

and Indigenous communities today, and 

restricts their ability to act in the future by 

reducing available public funds.

AFB Actions

There is compelling evidence that public in-

vestment in ECEC offers exceptional bene-

fits per dollar invested. Studies have shown 

that well-designed public spending on ECEC 

promotes child and family health, advances 

women’s equality, addresses poverty, deep-

ens social inclusion, and grows the econ-

omy. But a market-based approach won’t 

make it happen.

•	The AFB will begin to build, with prov-

inces, territories, and Indigenous com-
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munities, a system of high-quality, af-

fordable, inclusive, publicly managed 

ECEC across Canada with equitable ac-

cess for all children and families.

•	To protect and promote the public inter-

est, the AFB will provide leadership and 

significant funding support to provinces, 

territories, and Indigenous communities 

that commit to building public systems 

of ECEC. The goal of this approach is to 

ensure access — over time — to high-qual-

ity ECEC for all. Public funding for ECEC 

will reach at least 1% of GDP, with con-

tributions from both federal and prov-

incial/territorial governments.

•	In 2014–15 the AFB will invest $1.0 bil-

lion of federal funds and increase this 

investment by $1 billion more each year 

over five years. At the five-year mark, a 

major evaluation will be done to deter-

mine how to fine-tune the program go-

ing forward. Overall, it is expected that 

regular funding increases will be made 

until a mature universal program has 

been achieved.

•	The AFB will establish an overarching 

federal policy framework to guide collab-

oration between the federal government 

and provinces/territories. The AFB will 

provide federal funds to those that are 

accountable for developing and main-

taining the following:

•	Public plans for developing, over 

time, comprehensive, integrated 

systems of ECEC services to meet 

the care and early education needs 

of children and parents.

•	The overarching federal policy frame-

work and each detailed provincial/

territorial framework will include a 

vision statement that treats ECEC as 

a public good and a children’s and 

women’s right; principles including 

universal access and affordability, 

high quality, full inclusion, and re-

spect for diversity; clear targets and 

timetables; legislation at both fed-

eral and provincial/territorial lev-

els; integration of “care” and “edu-

cation”; a well-trained, well-paid 

ECEC workforce; democratic par-

ticipation of parents and commun-

ity; data, research, and evaluation 

to ensure robust public policy de-

velopment.

•	Public management of the expansion 

of public and not-for-profit regulat-

ed services under public authorities 

through public planning process-

es (including integration of exist-

ing community-based services into 

publicly managed systems).

•	Public funding delivered to ECEC sys-

tems (rather than through taxes or 

other individual parent–payment 

measures), designed to create and 

maintain high-quality, accessible 

services through predictable, sus-

tained, dedicated funding.

•	Public monitoring and reporting in 

federal and provincial/territorial 

legislatures on quality, access, and 

affordability of the ECEC care system.
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Within this broad approach the AFB ac-

knowledges the right of Canada’s Indigen-

ous peoples to design, deliver, and govern 

their own ECEC services. The AFB also re-

spects Quebec’s right to develop social pro-

grams, while recognizing that additional 

federal funding and more focused public 

policy are required to further advance qual-

ity and equitable access in Quebec’s sys-

tem. The AFB encourages the federal gov-

ernment and other provinces/territories to 

work with Quebec to achieve the province’s 

goals for child care.
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Cities and Communities

Background

Over 80% of Canadians now live in cities.1 

Urban areas are centres of job creation, im-

migration, and innovation critical to sustain-

ing our quality of life. But communities large 

and small have been hit hard by recent chan-

ges. As urban populations grew, investment 

failed to keep pace and the infrastructure 

deficit expanded. Other challenges include 

congestion, pollution, urban sprawl, and an 

under-performing economy. The health of 

urban communities is of national concern, 

and federal investment is crucial to ensur-

ing cities continue to play a vital role.

The backbone of Canada’s current muni-

cipal infrastructure system was built rough-

ly between 1950 and 1980. Since then, cities 

have been slowly starved. Cuts in transfers 

and the downloading of responsibilities have 

led to decay, and the replacement cost for 

aged infrastructure is estimated at $171.8 bil-

lion.2 The costs associated with aging infra-

structure deplete municipal resources and 

make it harder for cities to meet the needs 

of the most vulnerable, including single 

mothers, the working poor, immigrants, 

and social assistance recipients. In addi-

tion, property tax rates in some provinces 

are among the highest in the world. Since 

property taxes are regressive,3 vulnerable 

populations are affected disproportionately.

Unlike cities in other countries, Can-

adian municipalities are restricted in how 

they can raise revenues. They cannot levy 

income or sales taxes, and they rely mostly 

on property taxes and user fees. In contrast, 

most major U.S. cities levy income and/or 

sales taxes, and many European cities rely 

heavily on income taxes. Municipalities in 

other countries also obtain a larger share of 

their revenues through transfers from up-

per levels of government.

In the early 1990s, transfers from Can-

ada’s federal and provincial governments 

provided approximately 26% of local gov-

ernment revenues. After 1995, transfers to 

cities from both of these sources were re-

duced, and by 2000 these transfers provid-

ed only 16% of local government revenues. 

During this period:

•	The population of Canadian cities grew 

by almost 3 million people.4

•	Local governments across Canada, es-

pecially in Ontario, increased property 

taxes, user fees, and service charges; re-

duced public services; and delayed in-

vestment in and maintenance of infra-

structures.

•	Reductions of transfers to municipal-

ities continued, even though federal 

and provincial governments ran sur-

pluses and cut taxes to businesses and 

higher-income earners.

•	The municipal infrastructure deficit con-

tinued to grow.
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With few exceptions, Canada’s munici-

palities depend on higher levels of govern-

ment to fund the large projects needed for 

renewal. Cities with increasing populations 

and responsibilities need new and grow-

ing sources of revenue, and cities experi-

encing economic and population declines 

need help to reinvest in the infrastructure 

and thereby stimulate urban revitalization.

In recent years, federal and provincial 

governments increased transfers to local gov-

ernments in response to public pressure, the 

recession, and some major structural issues 

related to bridges. The 2007 Building Can-

ada Plan invested $33 billion of new feder-

al money in infrastructure.

While this was a positive step in the short 

term, it did little to fix the flawed funding 

structure itself; grants were still approved 

using a non-transparent, lottery-style pro-

cess. Funding individual projects has been 

less than ideal because it discourages a 

coordinated approach — cities accept any 

funding they receive, regardless of how the 

project fits into their long-term plans. In 

addition, the application-based approach 

has sparked accusations of unfairness and 

of grants emphasizing publicity over func-

tionality. Independent analysis showed that 

infrastructure investment benefited Conserv-

ative ridings disproportionately, and lack 

of accountability mechanisms prevented 

deeper inquiries.5 During the period of re-

cent stimulus spending, the “Economic Ac-

tion Plan” branding was created, which so 

far has cost taxpayers over $100 million.

The lead-up to Budget 2013 was a critic-

al period in the relationship between cities 

and higher levels of government. At that 

time, the only long-term federal commitment 

to municipalities moving forward was the 

$2-billion Gas Tax Fund (GTF), which lost 

real value to inflation every year. Budget 

2013 brought in the new 10-year Building 

Canada Plan (BCP), which combined money 

that had already been committed — such as 

the GTF — with a new commitment to main-

tain modest funding levels until 2024. The 

announcement implied a consistent stream 

of income over the next decade, but in real-

ity there will be little new spending during 

the first five years; almost 75% of the new 

funding will come after 2019.

The new BCP does have considerable 

value. It gives municipalities a level of stable, 

long-term revenue not enjoyed since trans-

fers were cut in the mid-1990s. However, al-

though the new fund is an improvement, it 

does not fully remedy long-standing prob-

lems. To sustain the 2011 value of Canada’s 

public infrastructure stock, governments 

must make permanent annual spending 

commitments totalling 2.9% of GDP.6 At the 

height of the recent stimulus package outlay, 

total spending never exceeded 2.75%. Now, 

even with the new BCP, spending as a per-

centage of GDP is dropping again. In 2012, 

governments spent $9 billion less than what 

would have been required, and the new BCP 

essentially locks in the 2012 level of federal 

funding for the next decade. It is unlikely 

that the new BCP will solve the problem of 

meaningful infrastructure renewal.
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Current Issues

Transparent process, 
meaningful renewal

The new Building Canada Plan was too long 

in the making and does not go far enough. 

A generation of neglect has created a huge 

backlog of work, so solving yesterday’s prob-

lems will undoubtedly limit the potential of 

solving today’s and tomorrow’s. Further-

more, the allocation process is still very 

young. Terms for the funding arrangement 

have yet to be negotiated between the vari-

ous stakeholders, so at this point there is no 

guarantee that the funding distribution pro-

cess will be improved. We also need more 

project-specific transparency, accountabil-

ity, reporting, and auditing. The new BCP 

will prevent the most costly and damaging 

consequences of previous neglect, but like-

ly won’t go much further.

Maintaining public ownership

A by-product of the 2007 Building Canada 

Fund was an attempt to increase reliance on 

Public-Private Partnerships (P3s) in munici-

pal infrastructure projects — arrangements 

that give corporations control over essen-

tial services and guarantee private prof-

its with public money. But cities rejected 

this option and left 50% of the P3 allocat-

ed funds on the table. In spite of this, the 

new BCP allocates an additional $1.25 bil-

lion to P3s. It also encourages P3 delivery 

through a vetting process that gives priva-

tized options priority, and through allowing 

ongoing operations and maintenance pay-

ments to P3 providers to qualify as capital 

infrastructure investment. P3s may seem ap-

pealing because they come with lower up-

front costs and minimal short-term politic-

al risk, but in practice many P3 experiments 

fail. When they do, public institutions ul-

timately bear the burden of risk and end up 

with massive long-term liabilities that result 

in higher total costs. In most cases, pub-

licly owned, arm’s-length entities provide 

the best value for taxpayers over the life of 

a project (see the Public Services chapter).

Public transit

Canada is the only country in the OECD 

without a national transit strategy. Can-

adian cities have some of the longest com-

mute times in the world,7 and estimates put 

the annual cost of unnecessary congestion 

at $15 billion per year.8 As the population 

increases, so does ridership, putting added 

strain on underfunded systems. As a per-

centage of the population, ridership has 

remained relatively constant, indicating 

that the improvements needed to encour-

age Canadians to use public transit have 

not been made.9 The new BCP allows tran-

sit projects to receive funding but does not 

provide a coordinated plan. The lack of a 

national plan means that public transit pro-

jects compete for a single pool of infrastruc-

ture money, and that one-off, band-aid pro-

jects are often favoured over meaningful, 

long-term investments.

Wastewater

In July 2012, new federal wastewater regu-

lations came into effect, requiring cities to 
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upgrade their wastewater facilities to meet 

more stringent requirements. These up-

grades are expected to cost municipalities 

$20 billion over the next 20 years. Without 

additional federal funding, this will increase 

the national infrastructure deficit by over 

15%.10 In addition, without independent 

control over a predictable income stream, 

municipalities may be forced to privatize 

wastewater treatment, even if they would 

prefer that the service remain public (see 

the Water chapter).

Sustainable municipal 
asset management

The new BCP acknowledges the importance 

of asset management but offers little assist-

ance to municipalities that lack the resour-

ces to manage the coordinated integration 

and maintenance of multiple infrastructure 

investments over time. The results of un-

coordinated asset management are poor-

ly maintained infrastructure with a short-

er lifespan and a patchwork of disjointed 

projects that cost much more than neces-

sary. A lack of organization also permeates 

other allocation practices. Some examples 

that occur frequently:

•	cities do not properly value the steward-

ship and integration of natural assets 

in their long-term infrastructure plans;

•	urban sprawl occurs far from existing 

infrastructure, resulting in additional 

ongoing costs, loss of prime agricultur-

al land, and the expense of reinvesting 

in older brownfields;

•	natural resource development in remote 

areas requires significant investment be-

yond the limits of existing infrastructure, 

resulting in added costs and urban plan-

ning designed for extraction of raw ma-

terials rather than long-term use.

The lack of a national strategy for muni-

cipal asset management costs cities money 

and is a barrier to building smarter, more 

sustainable communities.

Community Economic Development

Community organizations are on the front 

line dealing with issues such as unemploy-

ment, urban and rural decline, income in-

equality, poverty, social exclusion, and 

environmental degradation. Community 

Economic Development (CED) is a com-

munity-led approach that creates econom-

ic opportunities while enhancing social and 

environmental conditions. Through social 

enterprises, co-operatives, and other CED or-

ganizations, Canadians are working togeth-

er to strengthen local economies; provide 

access to childcare services, housing, lo-

cal food, capital, and training and skill de-

velopment opportunities; and provide ser-

vices that enable marginalized people to 

overcome barriers. Their efforts build fair-

er, stronger local economies, and sustain-

able, resilient communities.

Communities are the primary drivers of 

CED initiatives, but governments play an im-

portant role by using policies and significant 

resources to support them. Providing funds 

for CED entities to develop community re-

source centres, daycares, and other physic-
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al assets creates employment and enhances 

the well-being of citizens. Matching funding 

programs are often the only resources avail-

able to community enterprises, but gener-

ating the required matching funds can be 

extremely difficult for organizations. There-

fore, non-profits need greater flexibility to 

access matching funds programs.

AFB Actions

Community Renewal Fund

The AFB will introduce the Community Re-

newal Fund (CRF) to supplement the new 

Building Canada Plan. The CRF will provide 

municipalities with an additional $6.5 bil-

lion annually for the next 10 years, which 

will prevent the widening of the infrastruc-

ture gap, and will create fiscal space for mu-

nicipalities to address a broad range of lo-

cal priorities.

The CRF will require matching funding 

from other levels of government. Given the 

disproportionate burden that municipal-

ities have borne for infrastructure costs, the 

AFB requires the federal government to pay 

40% of costs, the provinces to pay 40%, and 

municipalities to pay 20% (except for First 

Nations water systems, which are entirely 

a federal responsibility).

The AFB will commit $2.6 billion per year, 

of which $1.35 billion will be allocated to de-

velop a national transit strategy and invest 

in additional public transit infrastructure. 

Projects must be designed to increase rider-

ship and reduce commute times for public 

transit users. This portion of the fund will be 

allocated using a per capita formula, which 

will target regions with higher populations 

and more congestion. The remaining $1.25 

billion per year will be for sustainable core 

economic infrastructure. This portion of the 

fund will be allocated using a “base plus per 

capita” formula. The new BCP and the CRF 

will impose transparency requirements that 

include new reporting mechanisms and in-

dependent, fund-specific auditing.

Other chapters outline additional infra-

structure proposals, including $4.7 billion 

over 10 years for on-reserve wastewater treat-

ment systems (see the First Nations chap-

ter) and $2.6 billion per year to replace and 

upgrade aging water infrastructure (see the 

Water chapter).

Office of the Commissioner of 
Cities and Communities

The AFB will create an Office of the Commis-

sioner of Cities and Communities (OCCC) 

under the Infrastructure, Communities 

and Intergovernmental Affairs portfolio. 

The OCCC will work with the provinces and 

territories to identify common goals. It will 

also provide specialized services to muni-

cipalities to maximize the positive impact 

of new funding, and enhance transparen-

cy and accountability through reporting re-

quirements and independent, fund-specific 

auditing. The OCCC will develop and ad-

minister the National Sustainable Munici-

pal Asset Management Plan, ensuring that 

investments are sustainable and assets are 

managed to best serve municipalities over 

the long term. It will also audit all advertis-

ing to ensure accuracy and transparency.
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The OCCC will work with community 

stakeholders to ensure that future federal 

infrastructure programs maximize poten-

tial benefits for communities and citizens by 

adopting a Community Economic Develop-

ment Policy Framework (see below), a Com-

munity Benefit Clause Policy, and guide-

lines and templates for incorporating social 

benefit analysis into the evaluations of fed-

eral infrastructure projects. These contrac-

tual clauses will help ensure projects gener-

ate economic and social value that benefits 

communities and their citizens. Community 

Benefit Clauses can be used to boost train-

ing, apprenticeship, and employment op-

portunities for groups that are under-repre-

sented in the workforce and/or that have 

multiple barriers to employment.

The OCCC’s purchasing strategy will in-

corporate social and environmental value 

weighting in all Requests for Proposals and 

Community Benefit Agreements on con-

tracts over $500,000. The strategy will also 

include a Living Wage requirement for all 

contractors and subcontractors on all gov-

ernment contracts, and use a blended value 

analysis that incorporates price, quality, and 

environmental and social considerations.

Community Economic Development 
Policy Framework

The AFB will play a lead role in supporting 

CED, addressing complex community chal-

lenges, and improving the quality of life for 

all Canadians by developing and imple-

menting a federal CED Policy Framework. 

This national framework, which will nur-

ture and develop initiatives based on best 

practices, will be modelled on the one cur-

rently used by Manitoba. It will help federal 

departments assess how well they integrate 

CED principles into government initiatives. 

This will ensure that CED principles, such as 

local skills development and employment, 

are incorporated into these initiatives to bet-

ter address the economic, social, and en-

vironmental needs of communities.

To encourage the ongoing co-construc-

tion of public policy in support of CED, the 

AFB will create and invest in a roundtable 

mandated to develop a working relationship 

with all three levels of government and cit-

izens. (Cost: $2.5 million)

Neighbourhood Revitalization Fund

The AFB will establish a federal Neighbour-

hood Revitalization program and fund. The 

fund will provide multi-year core support for 

the establishment and ongoing operations 

of Neighbourhood Renewal Corporations 

(NRCs) in under-invested urban commun-

ities throughout the country. NRCs will be 

locally governed, democratic organizations 

that coordinate ongoing revitalization efforts 

in their communities. These efforts will be 

based on five-year revitalization plans that 

take a CED approach and are developed 

with the community. NRCs will also help 

community organizations develop propos-

als and apply for funding to support pro-

jects consistent with the neighbourhood’s 

five-year revitalization plan. (Cost: $100 mil-

lion per year for five years)
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Communications

Background

Communications infrastructure a key 
economic driver in the 21st century

Affordable high-speed internet access is an 

indispensable asset for the economic health 

of communities of all sizes. It attracts busi-

nesses, encourages local entrepreneurship, 

and maintains high standards in education 

and health services, all of which support lo-

cal sustainability.

However, according to statistics released 

in 2013 by the Organisation for Economic Co-

operation and Development (OECD), Canada 

should increase investment in this sector. 

Currently in 9th place with 72.2% of house-

holds connected to the internet, Canada is 

behind the leader South Korea (97.5%) and 

all five of the Scandinavian countries, but 

still ahead of the U.K. (69.5%) and the U.S. 

(68.2%).1 However, Canada is lagging much 

further behind with respect to speed and 

price of broadband connections, placing 

19th in the same list of countries.2 Coun-

tries with high speeds and low prices are 

also rapidly increasing their adoption of 

fibre optic networks. Here again, Canada 

is falling steadily behind — at 0.6 fibre sub-

scriptions per 100 inhabitants as compared 

to the U.K. with 1.7 and South Korea lead-

ing the way with 22.3. To participate fully in 

the Information Age, Canada needs to move 

beyond its current strategy for communica-

tions infrastructure.

A user support strategy must also be in 

place to allow citizens to take advantage of 

new opportunities. A report from the Inter-

national Telecommunications Union (ITU) 

ranked Canada 22nd out of 155 countries on 

level of ICT access, use, and skills.3 Although 

Canada is still in the top 30, in the past we 

were a very high achiever in this area, with 

targeted programs on each of these issues. 

To compete with leading countries of today, 

Canada needs a national digital strategy as 

one of the building blocks of its long-term 

economic planning. The Canadian Radio-

Television and Telecommunications Com-

mission’s (CRTC) 2013 annual report on the 

state of communications shows 79% of Can-

adian households with an internet subscrip-

tion, which leaves 2.9 million homes still 

disconnected from the digital economy.4

Public policy to address these problems 

is long overdue. The AFB’s recommendations 

are designed to improve Canada’s communi-

cations infrastructure and facilitate access, 

use, and skills in this area.

Current Issues

Recognize “effective” connectivity 
as an essential service

In 2011, the CRTC ruled that by the end of 

2015, all Canadians should have access to 

broadband speeds of at least 5 megabits per 

second (Mbps) for downloads and 1 Mbps 
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for uploads.5 But this target is simply not 

enough to fuel economic growth and job 

creation, or to support modern health and 

education applications. Peer countries such 

as France and Australia have set much more 

ambitious targets, and the European Com-

mission has set a target of “30 Mbps for all 

of its citizens and at least 50% of its citizens 

subscribing to internet connections above 

100 Mbps by 2020.”6

At the 2010 CRTC hearings that con-

sidered basic service obligations, one tele-

phone company estimated that it would 

cost $700 million annually7 for 10 years to 

bring high-speed internet to all Canadians, 

including those who live in the country’s 

most remote areas. “It’s a task that can never 

be achieved by market forces alone, [MTS 

Allstream Inc.] told the CRTC, in one of the 

first such estimates to be made for Canada.” 

Governments will have to implement vari-

ous programs to facilitate bridging the gap.

To return Canada to a leadership role, 

effective broadband that supports a range 

of communications applications must be-

come a vital part of policy and programs at 

the federal level. The AFB believes that, in 

the long term, “effective” broadband means 

high-speed internet of 100 Mbps and beyond.8

Develop a national digital 
economy strategy

The CRTC, among others, has pointed out 

the need for a comprehensive national digit-

al strategy to secure the nation’s economic 

future.9 In its 2011 report on emerging and 

digital media, the Standing Committee on 

Canadian Heritage urged that a national 

digital economy strategy be developed and 

reviewed every five years.10 Without such a 

strategy, Canada is lagging behind countries 

such as Australia, Great Britain, and the U.S.

The AFB will immediately begin a na-

tional consultation on these issues. The pro-

cess will invite input from a variety of stake-

holders on a wide range of communications 

issues — such as copyright, infrastructure, 

and access policies — through submissions 

and meetings across the country. It will look 

for decentralized, community-based solu-

tions to developing broadband infrastruc-

ture, since local ownership and control of 

infrastructure is a preferred model, and com-

munity members will be involved in devel-

oping plans, especially in rural, northern, 

and First Nations communities.

These consultations will also address 

ways to improve the environmental sus-

tainability of digital technologies. ICT de-

vices currently contribute 2%–3% of global 

greenhouse gas emissions. 11 As the avail-

ability and use of “always on” broadband 

increases, these emissions will likely in-

crease also. Technical solutions such as 

power-saving devices and upgraded stan-

dards for them will be explored, and incen-

tives for telecommuting and video-collab-

oration will be considered.

The AFB will allocate $250,000 for this 

broad national consultation to modernize 

communications policy in Canada. The pro-

cess will investigate the benefits of various 

business models, including multi-stake-

holder partnerships, to achieve connec-

tivity in hard-to-serve areas. Local owner-

ship and control of high-speed networks as 

well as environmental benefits that could 
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be realized through appropriate design will 

be highlighted.

High-speed broadband networks 
and economic benefits

Growing evidence supports the connec-

tion between household income, jobs, and 

modern information and communications 

infrastructure.

For example, a 2013 study suggests that 

faster broadband connections can add con-

siderably to household income in developed 

economies because better internet access 

improves potential for learning and work-

ing from home. Increasing internet speeds 

from 4 to 8 Mbps increased average earnings 

by $120 (U.S.) a month in OECD nations.12 

A 2009 study by the World Bank suggested 

that a 10% increase in broadband penetra-

tion in high-income countries correlates with 

increases of 1.2% in GDP growth.13 There is 

also evidence that over the past five years, 

the internet has been responsible for 21% of 

the growth in mature economies and has cre-

ated 2.6 jobs for every job it has displaced.14

To bring Canadian communications infra-

structure up to such standards, the AFB will 

allocate $1 billion per year to make effective 

broadband a reality for all Canadians. The 

decade-long infrastructure project will start 

in 2014–15 and will be guided by the recom-

mendations of a National Digital Strategy. 

Because this is such a major commitment of 

public funds, Canadians will retain majority 

ownership of the resulting infrastructure.

The Standing Committee on Canadian 

Heritage recommended that the Government 

of Canada reinvest some of the money it re-

ceives from spectrum auctions into design-

ing and implementing a digital strategy and 

into extending rural and remote connectiv-

ity programs.15 The AFB agrees with these 

recommendations, and will reinvest some 

of the proceeds from the January 2014 spec-

trum auction to support the modernization 

of our digital infrastructure according to the 

recommendations of a comprehensive com-

munications strategy.

Rebuilding the national 
public access program

In the 2013 pre-budget consultations, the 

federal government asked for suggestions 

from Canadians for cost-neutral or low-cost 

measures they could introduce to enable 

competition and prosperity over the long 

term. One citizen responded as follows:

“Economic growth in the 21st century can-

not occur without 21st-century tools.… A 

program to support community-driven 

access and education initiatives across 

the country would help ensure prosper-

ity is both deep and wide throughout 

the country. Over the years, this kind of 

initiative has created jobs and brought 

new businesses to many areas at very 

little cost.”16

National programs that provide access, 

education, and support for the effective use 

of new communications technologies in 

communities are considered essential in 

countries that rank high in their use of on-

line tools. In Korea, for example, such pro-

grams are considered investments that gen-
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erate demand and build human capacity to 

meet that demand.17

At the CRTC hearings on basic service 

held in 2010, concerns were raised about 

the 25% of Canadians who have no inter-

net service even where service is available. 

The situation has not improved since then. 

In 2012, Statistics Canada reported that only 

62% of the poorest quartile of Canadians 

were connected and that the main barriers 

to connectivity were age and income.18

Sadly, in March 2012, the federal govern-

ment cancelled the one program that was 

addressing such issues. The Community 

Access Program was a national network of 

3,500 community technology centres which 

helped thousands of people per day incorpor-

ate new technologies into their lives19. These 

sites, their young facilitators, and their le-

gion of volunteers provided job search and 

software training, technology literacy pro-

grams, access to community services, and 

cultural integration opportunities. They 

partnered with the local private and public 

sectors to provide services and experienced 

personnel in diverse areas, from film editing 

to website building. Along the way, thou-

sands of youth gained valuable job experi-

ence. Both internal and external evaluators 

agreed that this program had been success-

ful and cost-effective for years.20

Certain populations are particularly in 

need of such programs. For example, a U.S. 

study showed that while many seniors use 

e-mail and the Web, only 39% have broad-

band at home; the others use public access 

sites in libraries and community centres.21 In 

Australia, only 62% of those with a reported 

disability are online, and just over one-half 

of those age 60 or over have internet access 

at home.22 Statistics Canada data from 2010 

showed that of the 20% of Canadians who 

did not have access to the internet, slightly 

more than half of these (about 1.5 million 

people) mentioned cost; lack of equipment; 

or lack of confidence, knowledge, or skills 

as reasons for their non-connectivity.23

The AFB will reintroduce and expand sup-

port for public access programs to address 

these issues. This investment will boost lo-

cal economies by encouraging them to use 

new technologies for community develop-

ment and by offering collaborative tools. 

When Canadian communities suffer because 

of major job losses, these programs help 

provide support in an economic downturn.

The AFB also agrees with the Standing 

Committee on Canadian Heritage that the 

Government of Canada should work with 

provincial authorities to encourage the de-

velopment of a digitally literate popula-

tion, and that the Department of Human 

Resources and Skills Development should 

review its policies and programs to ensure 

that priority is given to training in digital 

skills. The Committee also recommended 

that the Government of Canada examine 

the proposal of the Canadian Association of 

Community Television Users and Stations 

(CACTUS) to establish community-operated 

multimedia centres to encourage people to 

develop digital skills.24

AFB Actions

•	The AFB will allocate $250,000 to fund 

a broad national consultation to mod-
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ernize communications policy in Can-

ada. We will present a transparent pro-

cess that can be implemented before 

September 2014, and a comprehensive 

plan based on these discussions will 

ready by April 2015.

•	The AFB will increase expenditure to $1 

billion annually over 10 years to mod-

ernize Canada’s digital communications 

infrastructure.

•	The AFB will allocate $40 million to sup-

port new and existing Community Ac-

cess Program public access sites in the 

2014–15 budget year.

•	The AFB will ensure that digital literacy 

is still supported through Industry Can-

ada’s Youth Internships.

•	The AFB will support community-ori-

ented multimedia centres as part of a 

digital literacy program.
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Defence

Background

The Afghanistan war is over, but the fight-

ing is just beginning at the Department of 

National Defence.

This fiscal year (2013–14), which is draw-

ing to a close, is the third consecutive year 

that there has been a reduction in military 

spending.

With the wind-down of Canada’s dec-

ade-plus military mission in Afghanistan, 

and the lack of any future deployments on 

the horizon, including UN peacekeeping 

missions, the military will be “doing less 

with less.”

Like all federal departments, National 

Defence is being asked to reduce its spend-

ing. It is reasonable that the federal govern-

ment’s largest department, which consumes 

eight cents of every dollar spent by the fed-

eral government, be asked to find, at a min-

imum, savings equal to the amounts being 

asked of all other departments.

However, a political fight is brewing over 

where the cuts should be made inside Na-

tional Defence.

Within the military, the various branch-

es are jockeying positions to avoid cuts and 

to defend their programs. Myriad corpora-

tions and defence industries are lobbying 

to sustain their contracts and win more.

Regional interests are coming into play: 

politicians representing ridings with mil-

itary bases or containing large industries 

that are dependent on military spending 

are hoping to deflect cost-cutting to some-

one else’s political district.

Throughout the 2000s, during the per-

iod of very steep spending increases, all 

political parties, on the political right and 

the left, supported more military spend-

ing. Policy differences and heated debates 

over Canada’s engagement in Afghanistan 

masked what was actually a broad politic-

al consensus amongst the parties in favour 

of escalating diversions of public dollars to 

National Defence — sometimes exceeding 

increases of 10% per year.

In the post–9/11 crisis atmosphere, de-

fence spending eventually passed the high-

est levels of spending in adjusted dollars 

seen since the Second World War, and out-

paced spending during the most dangerous 

years of the Cold War.

But those days, when National Defence 

was showered with public dollars, are over. 

The trend toward leaner defence budgets is 

causing a breakdown between the various 

interests and lobbies that comprise the mil-

itary establishment.

According to reports surfacing in the 

media, the government is privately direct-

ing the military to make cuts to operations 

and maintenance costs, in order to maintain 

troop strengths and high-profile equipment 

projects such as fighter jets and warships.

However, recent developments suggest 

that the military establishment may be co-
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alescing around a joint effort to either push 

government-ordered cuts toward less threat-

ening areas of the defence budget, or halt 

and potentially reverse the trend toward 

cuts to defence.

For instance, in a rare sign of potential 

discord with the government, the Chief of 

the Defence Staff (CDS), General Tom Law-

son, stated publicly he preferred to see re-

ductions to the number of men and women 

under arms, which stands at roughly 68,000. 

Troops’ wages and benefits consume almost 

half of all defence spending, so troop re-

ductions would free up millions of dollars.

And after several years out of the lime-

light, former CDS Rick Hillier has re-emerged 

in the media, presumably with the private ap-

proval of his former senior-level colleagues 

in the Canadian Forces. Retired General Hill-

ier told CTV that he also favours troop re-

ductions. He went even further, stating his 

preference that the government not proceed 

with a $2 billion purchase of close combat 

vehicles, in order to protect the operations 

portion of the budget.

The controversial and oft-delayed ve-

hicles were also the subject of a study by 

the CCPA and the Rideau Institute, which 

found that the light tanks were not needed, 

and that the army had requested the gov-

ernment to avoid the expense, which would 

have cut into its operations budget to pay 

for the new fleet.

Then, in a stunning move, the govern-

ment cancelled the controversial close com-

bat vehicle project, saying these vehicles 

were no longer needed. The late-December 

announcement was made through Canada’s 

top soldier, CDS General Tom Lawson, who 

told reporters that the project was shelved 

because the vehicles had been made redun-

dant by upgrades to other vehicles already 

in the Army’s fleet of combat vehicles (which 

was precisely what was argued in the CCPA-

Rideau Institute report).

The Liberals slammed the Conserva-

tives for cutting the combat vehicles, accus-

ing them of putting the lives of Canadian 

Forces personnel at unnecessary risk. In re-

sponse, the Harper government defended 

its record through a statement by Defence 

Minister Rob Nicholson’s office, which said, 

“Our government has made unprecedented 

investments in the Canadian Armed Forces. 

In fact, since 2006 we have boosted defence 

budgets by 27 per cent, roughly $5 billion 

in annual funding,” according to the CBC.1

The Harper government has already taken 

hits to its reputation as a strong fiscal man-

ager from a long list of bungled defence pro-

grams, including the F-35 stealth fighters, 

warships, helicopters, trucks, and others.

Now its political base of pro-defence 

voters may side with the generals against 

defence cuts, which will further impact the 

government as it tries to eliminate the fed-

eral deficit by 2015.

In the end, the best result could be a bot-

tom-up review of Canada’s defence policy, 

forced by the need to reduce costs.

These reductions match many of the rec-

ommendations put forward in the Alterna-

tive Federal Budget, which has previous-

ly called for a return to the level of defence 

spending prior to the terrorist attacks in the 

United States on September 11, 2001. This 

requires several more years of reductions. 

The 2000–01 budget was $11.876 billion, or 



66 Canadian Centre for Policy Alternatives

$15.835 billion in 2013 dollars. So the cur-

rent $19.047-billion budget would have to 

drop by about $3.2 billion.

National Defence spending could eas-

ily afford more reductions, if hard choices 

were made, to its force structure and essen-

tial capabilities.

This would provide urgently needed 

public dollars for other priorities, boost ef-

ficiency in National Defence, and create a 

military capable of protecting Canadians 

and supporting UN peace operations.

Peacekeeping

As of October 2013, there were 85,500 mil-

itary and 12,811 police personnel (98,311 in 

total) serving around the world in a total 

of 15 UN peacekeeping missions. Canada 

participated in five of these missions, con-

tributing 71 military and 82 police person-

nel (153 in total).

Canada ranks 57th among the 119 con-

tributing countries in terms of its overall 

(military and police) contribution, just be-

hind Slovakia (161) and just ahead of Bur-

undi (151). In terms of military contribution, 

Canada ranks even lower, 60th out of the 

110 countries that contribute military per-

sonnel, just behind Ecuador (81) and just 

ahead of Russia (67).

The incremental cost of Canada’s mil-

itary contribution to UN peacekeeping mis-

sions is projected to be $12 million in fiscal 

year 2013–14.

Current Issues

Military spending

Canada remains the 6th largest military 

spender among the 28 members of NATO 

(2011 NATO stats) and the 14th largest mil-

itary spender in the world (2012 SIPRI stats).

According to the 2013–14 Supplementary 

Estimates (B), DND will spend $19.047 bil-

lion in fiscal year 2013–14 (this total includes 

$0.368 billion in respendable revenue).2

The actual amount that DND spent last 

year (FY2012–13) was $20.407 billion, which 

is about $20.675 billion in 2013 dollars.3 These 

figures suggest that 2013–14 spending will 

be 7% lower ($1.628 billion) than 2012–13 

spending, after adjusting for inflation.

Overall, the DND budget has under-

gone significant reductions since its peak 

in FY2009–10, when it totalled $20.332 bil-

lion, or about $22.194 billion after adjust-

ing for inflation.

That said, about three-quarters of the 

reductions that have taken place in recent 

years are attributable to accounting chan-

ges and the declining incremental cost of 

Canada’s overseas military missions.

Changes to National 
Defence accounting

Two notable accounting changes were the 

decision to grant the Communications Se-

curity Establishment Canada (CSEC) separ-

ate agency status outside of the Department 

of National Defence effective November 2011, 

and the August 2011 creation of Shared Ser-

vices Canada and consequent transfer of 

some IT responsibilities out of DND.
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TABLE 8 Top 15 Military Spenders in the World (U.S. Dollars Billions 2012)

Rank Country Spending

1 United States 682

2 China 166

3 Russia 90.7

4 United Kingdom 60.8

5 Japan 59.3

6 France 58.9

7 Saudi Arabia 56.7

8 India 46.1

9 Germany 45.8

10 Italy 34.0

11 Brazil 33.1

12 South Korea 31.7

13 Australia 26.2

14 Canada 22.5

15 Turkey 18.2

Source Stockholm International Peace Research Institute, http://www.sipri.org/research/armaments/milex/Top%2015%20table%202012.pdf

Table 9 Top NATO Military Spenders 2011 (U.S. Dollars Billions)

Country Spending

United States 731.9

United Kingdom 63.6

France 53.4

Germany 48.1

Italy 30.2

Canada 23.7

Turkey 14.5

Spain 14.0

Alliance Total (28 Members) 1038.1

Source NATO Public Diplomacy Division, http://www.nato.int/nato_static/assets/pdf/pdf_2012_04/20120413_PR_CP_2012_047_rev1.pdf
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The removal of CSEC from the DND budget 

will save the department $461 million in 

2013–14. The savings resulting from the cre-

ation of Shared Services Canada are more 

difficult to estimate, but probably total about 

$300 million. DND continues to receive the 

same services from these programs as it re-

ceived in earlier years, but their approxi-

mate $760 million cost is no longer charged 

to the DND budget.

These changes represent neither a re-

duction in the ability of DND to pay for the 

set of goods and services it consumes each 

year nor savings for the taxpayer. Taxpayers 

will still be paying their full cost, although 

it is hoped that Shared Services Canada will 

eventually save some money by becoming 

more efficient than the separate department-

al efforts it is replacing.

Impact of the end of the 
Afghanistan mission

The continuing decline in the Afghanistan 

mission also has had the effect of reducing 

the department’s spending without affect-

ing its ability to pay its core personnel, oper-

ations, maintenance, and capital expenses. 

(In fact, it probably frees resources not fully 

accounted for in the department’s estimates 

of the incremental cost of the mission, and 

thus improves DND’s budget position.)

The overall incremental costs of the Can-

adian Forces’ overseas missions are projected 

to be $273 million this year (including $172 

Figure 11 Canadian Military Spending, 1980–2014 ($ Billions 2013)
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million for the Afghanistan mission, which 

is scheduled to terminate in March 2014). 

By contrast, in 2009–10, the incremental 

costs of Canada’s overseas missions totalled 

$1.747 billion, or $1.907 billion in 2013 dol-

lars ($1.471 billion for Afghanistan, $1.606 

billion in 2013 dollars). The difference rep-

resents $1.634 billion in costs that DND does 

not face this year.

Thus, while DND’s projected 2013–14 

budget is approximately $3.147 billion low-

er (in 2013 dollars) than its 2009–10 budget, 

the department’s ability to fund its core 

programs has declined by a much small-

er amount over those four years — approxi-

mately $750 million.

It is fair to say, nonetheless, that DND is 

facing severe budget pressures at the moment.

The Canada First Defence Strategy

The Harper government’s equipment plan 

for the Canadian Forces, the grandly named 

“Canada First Defence Strategy” (CFDS), was 

never adequately funded within the govern-

ment’s spending plans. For example, analy-

ses of the planned F-35 procurement and 

the national shipbuilding plan have dem-

onstrated that the costs of these projects 

are likely to greatly exceed the sums allot-

ted for them in the government’s planning.

But the government has never adjusted 

its CFDS plans to ensure that the capabilities 

sought for the Canadian Forces are afford-

able. The recent decline in the DND budget 

will push this plan even further into crisis.

Exacerbating these pressures is the gov-

ernment’s refusal to consider any reduction 

in the size of the Canadian Forces. Person-

nel costs represent almost 50% of the DND 

budget, and as long as the size of the Regu-

lar Force remains fixed at 68,000, it will be 

very difficult to find substantial savings in 

this area.

The result of these policy failures is that 

most of the effects of the reductions that the 

government has mandated will be felt in the 

areas of training and maintenance, which 

over the long run could have a serious ef-

fect on the morale, readiness, and overall 

capabilities of the Canadian Forces.

AFB Actions

The AFB will reduce the size of the Depart-

ment of National Defence to its pre–Septem-

ber 11, 2001 level (adjusted for inflation). The 

2000–01 budget was $11.9 billion, or $15.8 

billion in 2013 dollars. The AFB will reduce 

the current $19 billion budget by $3.2 billion 

over three years to $15.8 billion.

National Defence spending could eas-

ily afford more reductions, if hard choices 

were made, to its force structure and essen-

tial capabilities.

This would provide urgently needed 

public dollars for other priorities, boost ef-

ficiency in National Defence, and create a 

military capable of protecting Canadians 

and supporting UN peace operations.

Notes
1  Evan Solomon and Kristen Everson, “Retired generals take aim at Ot-
tawa’s handling of defence cuts: Deep cuts planned for training and main-
tenance,” CBC News, 19 December 2013.

2  Treasury Board of Canada Secretariat, « Supplementary Estimates (B) 
2013–14: Estimates by Strategic Outcome and Program », http://www.tbs-
sct.gc.ca/ems-sgd/sups/b/20132014/esop-drsp-eng.pdf

3  Government of Canada, Public Accounts 2013.

http://www.tbs-sct.gc.ca/ems-sgd/sups/b/20132014/esop-drsp-eng.pdf
http://www.tbs-sct.gc.ca/ems-sgd/sups/b/20132014/esop-drsp-eng.pdf
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Employment Insurance

Background

Employment Insurance (EI) is a vital part 

of Canada’s social safety net. While prior 

Alternative Federal Budgets have criticized 

key gaps in Canada’s program, EI and tem-

porary enhancements in the Economic Ac-

tion Plan helped hundreds of thousands 

of unemployed workers and many hard-hit 

communities to weather the worst stage of 

the economic crisis. The number of regu-

lar EI beneficiaries peaked at over 800,000 

in mid-2009, which represented 53% of all 

unemployed workers. Some $12–14 billion 

in regular EI benefits were provided to un-

employed workers in each of 2009–10 and 

2010–11, even though the average benefit 

paid was well under $400 per week. Special 

measures to support work-sharing under EI 

helped prevent many layoffs, and some un-

employed workers benefited from extended 

training benefits.

Nevertheless, even at the peak of the 

recession, most unemployed women and 

younger workers fell through the cracks, 

and one in four laid-off workers who quali-

fied for EI exhausted their benefits before 

finding a new job.

Even though the jobs crisis is still a real-

ity, special EI measures introduced as part 

of the Economic Action Plan have ended. 

In addition, amendments to EI introduced 

in the 2012 budget, such as changes to the 

Working While on Claim Pilot Project, affect 

the most vulnerable beneficiaries negatively.

The basic parameters of Canada’s EI sys-

tem are widely perceived as ungenerous. 

The benefit rate is low — just 55% of earn-

ings averaged over the previous six months, 

which often include weeks of very low earn-

ings. Women still face a significant earnings 

gap in Canada, and thus their EI benefits are 

also lower. Between 2006 and 2012, women’s 

average weekly benefits were consistently 

about $60 lower than men’s.1

Workers qualify for benefits based on 

the number of hours they have worked over 

the previous year and the local unemploy-

ment rate. Fewer hours are needed to qualify 

in regions with high unemployment rates, 

and claimants in those regions receive more 

weeks of benefits. The qualifying level for 

new entrants and re-entrants to the work-

force is 910 hours, which represents almost 

six months of steady full-time work.

In an average EI region with an unemploy-

ment rate of 7% to 8%, workers need at least 

630 hours — about four months of full-time 

work — to qualify for EI. They are eligible for 

between 17 weeks and 40 weeks of benefits, 

depending upon how long they’ve worked 

over the previous year. That leaves out many 

workers who work part-time or in temporary 

jobs, or who combine such precarious work 

with spells of self-employment.

EI is not keeping up with the realities of 

today’s job market, in which 20% of jobs are 
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part-time, and roughly 14% are contract or 

seasonal. A key disadvantage of temporary 

and part-time employment is that when the 

job ends, workers are unlikely to qualify for 

EI. In the event they do qualify, it can be for 

as few as 14 weeks of benefits. In 2012, 45% 

of unemployed workers were new entrants 

or re-entrants to the workforce, compared to 

only 25% in the early 1990s. This indicates 

that the bar for entry is now much higher 

for those who are just entering the labour 

market and those who have been out of the 

labour force for a period of time.

Today there are almost 1.4 million un-

employed workers in Canada. Although the 

unemployment rate remains close to 7%, it 

is still well above the pre-recession level of 

6.0%. Even more telling is the fact that the 

proportion of Canadians who have jobs has 

remained steady since the end of the reces-

sion, indicating that job growth has barely 

kept up with population growth.

The proportion of unemployed workers 

that remain unemployed for long stretches is 

also significantly higher than it was pre-re-

cession. In 2013, 20% of unemployed work-

ers had been unemployed for more than 

27 weeks, and 7% had been unemployed 

for more than a year. Before the recession, 

these figures were 13% and 4% respectively.

Another concern is that the number of 

regular EI beneficiaries has fallen much 

more rapidly than the number of unem-

ployed workers during the period of eco-

nomic recovery. Between June 2009 (when 

the recession was at its worst) and August 

2012, the percentage of unemployed work-

ers collecting regular EI benefits fell sharp-

ly, from over 50% to a low of 37%. This is 

lower than the proportion before the reces-

sion, even though the national unemploy-

ment rate in 2012 was higher than in 2008.

An increasing number of unemployed 

workers are ineligible for EI benefits, for 

two key reasons. First, many (about 25% 

of all claimants) run out of benefits before 

they can find a new job. Second, many un-

employed workers are laid off from tempor-

ary and part-time jobs in which they worked 

too few hours to qualify for benefits, or only 

enough hours to qualify for very few weeks 

of benefits.

Current Issues

The EI Operating Account is expected to 

accumulate an annual surplus of $3.85 bil-

lion in 2014, assuming that 41.2% of unem-

ployed workers receive EI.2 Following this 

assumption, a decrease of just one percent, 

to 40.2%, would increase the annual sur-

plus estimate by $254 million.3 Given that, 

on average, fewer than 39% of unemployed 

workers received EI in 2013, $3.85 billion 

is likely a conservative estimate for the EI 

Operating Account surplus.

There remains significant slack in the 

Canadian labour market, with over six un-

employed workers to every job vacancy.4 In 

October 2008, 63.5% of Canadians were em-

ployed. This number has been at or below 

62% since February 2009. Since 2011, the 

number of underemployed and marginally 

attached workers has exceeded the num-

ber of unemployed. In 2012 the full count 

of underemployed and marginally attached 
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workers was 1.38 million, and official em-

ployment was 1.37 million.

There is a danger that the long-term un-

employed will lose touch with the job mar-

ket, leading to an erosion in their skills and 

potentially making them permanently un-

employable. This would be especially griev-

ous in both human and economic terms, 

since few new workers are projected to en-

ter Canada’s workforce in the years ahead 

as the baby-boomer generation retires.

The federal government’s response to 

labour market issues has been the contro-

versial Canada Job Grant. The government 

plans to fund its share of the program by 

taking $300 million out of the $500 million 

it now transfers to provinces and territor-

ies for Labour Market Agreement programs. 

These programs provide training for workers 

who are under-represented in the workforce, 

such as new immigrants, youth at risk, Ab-

original people, persons with disabilities, 

older workers, and social assistance recipi-

ents. Literacy and essential skills training 

have been a key focus of the Labour Mar-

ket Agreement programs.

According to an evaluation by Human 

Resources and Skills Development Canada 

done in 2013, the Labour Market Agreement 

programs have been very effective. Over 85% 

of trainees got jobs; 72% increased their week-

ly earnings; 87% received a credential; and 

reliance on social assistance was reduced 

from 25% to 19%. Despite these positive re-

sults, the federal government will cut $300 

million from the Labour Market Agreement 

programs to use as their share of the Canada 

Job Grant. The provinces and territories must 

also contribute an additional $300 million 

as their share of the Canada Job Grant. The 

net effect is that the provinces and territor-

ies are taking a $600 million hit in funding 

to the successful Labour Market Agreement 

programs. Vulnerable under-represented 

workers will be left out in the cold.

AFB Actions

•	Currently, the surplus in the EI Oper-

ating Account is allocated for paying 

down the accumulated debt (estimat-

ed at $5.8 billion at December 31, 2013). 

The AFB will use the surplus to fund an 

expansion of regular benefits and train-

ing programs.

•	The AFB will renew the Extended Em-

ployment Insurance Benefits Pilot Pro-

ject, phasing regions out only when their 

unemployment rate falls below 8% for 12 

consecutive months. (Cost: $500 million)

•	The AFB will replace the Working While 

on Claim Pilot Project with an earnings 

exemption on the first $100 per week or 

50% of weekly earnings, whichever is 

greater. (Cost: $200 million/yr)5

•	The government’s Expert Panel on Older 

Workers recommended special perma-

nent EI measures to support long-ten-

ure displaced workers. These workers 

have the biggest challenge in finding 

new jobs, and often experience large 

income losses due to permanent lay-

offs. The AFB will provide an addition-

al benefit extension to these workers. 

(Cost: $100 million/yr)
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•	The AFB recognizes the economic and so-

cial need to ensure Canada has a highly 

skilled, adaptable, inclusive workforce. 

The AFB will continue to help vulnerable 

groups enter the workforce, and support 

literacy and essential skills training, by 

maintaining $500 million in funding for 

the Labour Market Agreement programs. 

This will not affect the federal budget 

since this money was already set aside 

in Budget 2013.

•	The AFB will create an alternative to the 

Canada Job Grant using the EI system. 

The federal government currently trans-

fers $2 billion to the provinces and ter-

ritories from the EI account to provide 

training for workers who are eligible for 

EI. Under the EI Act, the government 

may transfer up to 0.8% of total insur-

able earnings for training programs. 

In 2013–14, the maximum amount that 

could have been transferred under the 

act was $4.3 billion. As a result, there 

is $2.3 billion of unspent funds in the 

EI account for training programs. The 

AFB will use $600 million of these un-

spent funds to increase the transfer to 

provinces and territories for new train-

ing programs.

•	The AFB will introduce a pilot project to 

establish a uniform national eligibility 

requirement of 360 hours. Only about 

40% of workers now qualify for regular 

EI benefits due to the disproportionate 

growth of temporary and part-time jobs. 

The annual cost of a national 360-hour 

entrance requirement has been estimat-

ed by the Parliamentary Budget Officer 

to be $1.1 billion. The AFB’s pilot pro-

ject will allow the government to judge 

whether concerns about the labour-mar-

ket implications of a lower entrance re-

quirement are well founded. The lower 

entrance requirement will also apply 

to new labour force entrants and re-en-

trants, who now must jump over a 910-

hour hurdle. (Cost: $300 million/yr)

Notes
1  Canadian Employment Insurance Commission. (2013). Monitoring and 
Assessment Report 2012. Gatineau, Quebec, p. 211.

2  Employmant and Social Development Canada, 2014 Employment Insur-
ance Premium Rate, http://www.hrsdc.gc.ca/eng/jobs/ei/commission/
actuarial/rate_2014.shtml

3  Minister of Public Works and Government Services, 2014 Actuarial Re-
port on the Employment Insurance Premium Rate,http://publications.
gc.ca/collections/collection_2013/ofaec-ceifb/CC536-3-2014-eng.pdf , p. 41.

4  Statistics Canada, “Job vacancies, three-month average ending in Sep-
tember 2013”, The Daily, 17 December 2013.

5  Budget 2011 estimated $130 million for $75 per week or 40% of week-
ly earnings.

http://www.hrsdc.gc.ca/eng/jobs/ei/commission/actuarial/rate_2014.shtml
http://www.hrsdc.gc.ca/eng/jobs/ei/commission/actuarial/rate_2014.shtml
http://publications.gc.ca/collections/collection_2013/ofaec-ceifb/CC536-3-2014-eng.pdf
http://publications.gc.ca/collections/collection_2013/ofaec-ceifb/CC536-3-2014-eng.pdf
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Environment and 
Climate Change

Background

Ensuring prosperity for current and future 

generations of Canadians depends on suc-

cessfully making the transition to a more 

sustainable Canada. A sustainable future 

requires the preservation of Canada’s bio-

diversity, wild spaces and species, and living 

systems. Other key elements for achieving 

a sustainable Canada include: preserving 

clean air, water, and soil; ensuring access 

to healthy, affordable food; and strength-

ening and greening public infrastructure 

to withstand a more tumultuous climate.

Canada also has an important role to play 

in advancing a global green economy and 

a sustainable global society. Canada must 

contribute to domestic and international ef-

forts to prevent and mitigate climate change, 

while acknowledging the global implica-

tions of many actions by Canadian institu-

tions, businesses and individuals, and the 

greenhouse gas emissions that have resulted 

from our past actions.

Greening Canada’s economy–advan-

cing Canada’s economy towards being truly 

sustainable, while preserving and growing 

our natural capital–is both a prime oppor-

tunity and a central requirement for mak-

ing progress towards a sustainable Canada. 

Government policy must ensure that Can-

ada’s economy operates within domestic and 

global ecological limits, particularly relat-

ing to non-renewable resources.

The value of natural capital must be in-

corporated into the economy and into gov-

ernment decision-making processes by 

shifting the fiscal playing field for natur-

al-resource exploration and development 

(including recycling and conservation op-

tions), and by using subsidy and pricing 

reform so that fiscal policies favour natur-

al resources, whose life-cycle and human 

health impacts are more positive.1 The first 

step in implementing such reform is to end 

subsidies for energy sources that are non-

renewable or whose development or use is 

significantly environmentally damaging.

Reforms must ensure that our natural 

capital — the sum of natural, human, social, 

produced and financial capital from which 

countries draw their wealth — is tracked, pre-

served and grown, and made central to fis-

cal and economic policy.2 Further, reforms 

must adhere to the polluter pays principle. 

In the 2005 Federal Budget, the govern-

ment defined “polluter pays” as meaning 

that “the polluter should bear the costs of 

activities that directly or indirectly damage 

the environment. This cost, in turn, is then 

factored into market prices.” In the October 

2013 Speech from the Throne, the Govern-

ment committed to “enshrine the polluter-

pay system into law.”3
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Implementing a well-designed price on 

greenhouse gas (GHG) emissions is the most 

crucial immediate step towards matching 

Canada’s economy with a healthy environ-

ment, because it will set a price on pollution 

that spurs emission reductions throughout 

the economy.4 However, market-based eco-

nomic instruments alone cannot do the job. 

They must be combined with government 

leadership, strong regulations, education, 

research and development, pro-active in-

dustrial policies, and significant public in-

vestment. Full-cost pricing to protect our 

climate and other resources will impose 

proportionately greater costs on lower-in-

come families, who are less financially able 

to adapt to change. Polluter-pay and user-

pay policies must therefore be balanced 

with the ability-to-pay principle.

Current Issues

The Government of Canada has made some 

progress over recent years on subsidy re-

form, conservation, fresh water, and green 

infrastructure. However, much more is need-

ed to complete these efforts and to address 

other important opportunities and threats 

to Canada’s economy and environment. 

The best current budget opportunities in 

this area include: implementing a price on 

greenhouse gas emissions through a car-

bon tax; subsidy reform in the extractive in-

dustries; implementing a national conserv-

ation plan; tax measures to support energy 

storage; strengthening federal science cap-

acity; and supporting global climate action.

The federal government has set a goal of 

generating 90% of Canada’s electricity from 

non-emitting sources by 2020.5 To achieve 

this goal the government should conduct 

feasibility studies for green energy options 

designed for northern and remote commun-

ities, create tax incentives for energy stor-

age, and institute a home retrofit program.

The best climate science indicates that 

in order to have a chance of keeping global 

warming from exceeding dangerous levels, 

greenhouse gas pollution from rich, indus-

trialized countries such as Canada must be 

virtually eliminated in the next 40 years.6 

Tackling climate change will involve an on-

going switch away from using fossil fuels 

such as coal, oil, and natural gas, and to-

wards the efficient use of clean, renewable 

energy. This switch will not happen over-

night. But it has to begin now and be un-

relenting for the next three to four decades 

in order for Canada’s resulting GHG pollu-

tion to be reduced virtually to zero by 2050.

The federal government’s role, there-

fore, is to develop and implement policies 

that facilitate that transition, by reducing 

the amount of energy we need to power our 

economy, and shifting from dirty fossil fuels 

to the efficient use of renewable energy. The 

climate change related policies presented 

here — funding sustainable energy programs, 

phasing out fossil fuel subsidies, and intro-

ducing carbon pricing — are important steps 

in the fight against climate change, but are 

insufficient by themselves to get Canada on 

the path to the virtual elimination of fos-

sil fuel use.

To contribute fully to that goal, the fed-

eral government must implement a com-
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prehensive suite of policies that address all 

the major users of fossil fuel and sources of 

greenhouse gas pollution. That suite must 

include broad policies that encourage the 

switch to clean, renewable energy. Policies 

must target specific sectors or activities, in-

cluding: the electricity sector, the manufac-

turing sector, the oil, natural gas, and refining 

sectors, residential, commercial, and institu-

tional buildings, transportation sub-sectors 

such as personal vehicles, freight transpor-

tation, public transportation, rail, domes-

tic and international aviation, and off-road 

vehicles, the waste sector, the agricultural 

sector, and energy-consuming goods such 

as furnaces, water boilers, appliances, and 

air conditioners.

Implementing a robust price on GHG 

emissions is crucial, and will accelerate Can-

ada’s transition to a low-carbon economy. 

A price-based carbon tax is more efficient 

and effective than a quota-based cap-and-

trade system.7 A carbon tax does not guar-

antee specific emission reductions, but it 

does allow businesses to plan for the future. 

It also eliminates the speculation, windfall 

profits, and false savings that accompany a 

cap-and-trade system.

Detailed analysis by Marc Jaccard, Can-

ada’s foremost climate-change economist, 

has shown that to meet the 2˚C target to pre-

vent significantly damaging climate change, 

Canada needs to introduce a carbon price 

of $30 a tonne immediately and raise that 

price to $200 a tonne by 2020. Comple-

mentary changes through tougher regula-

tions, standards, investments in renewable 

energy and energy efficiency, public transit 

and in other areas, may be able to reduce 

the level to which a carbon tax would need 

to be raised to reduce emissions.

If the federal government invests Har-

monized Carbon Tax revenues in renew-

able energy and tax refunds for individ-

uals, Canada can achieve deep reductions in 

greenhouse gas emissions, maintain strong 

economic growth, and generate jobs. The 

HCT will be integrated with and consist-

ent with provincial carbon taxes — such 

as B.C.’s tax, which rose to $30 a tonne on 

July 1, 2013 — with half the revenues going 

to a progressive federal green energy tax 

refund, or to provinces that agree to fund 

similar measures or further climate change 

abatement measures. The HCT will apply to 

all non-renewable fuels based on their CO2 

emission factors.

Further reducing tax preferences for the 

oil and gas, and mining sectors will create 

multiple benefits, particularly in reducing 

the deficit, increasing the neutrality of the 

tax system, and advancing Canada’s com-

mitment to the G20 to eliminate inefficient 

fossil fuel subsidies.

AFB Actions

•	The AFB will ensure Canada contrib-

utes its fair share of developed coun-

tries’ commitment to jointly mobilize 

US$100 billion a year of climate finan-

cing by 2020 “from a wide variety of 

sources” (cost: $400 million annually 

from 2014 to 2016).8

•	The AFB will create and fund an Office 

of Ombudsman for Extractive Industries.
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•	The AFB will implement a National Har-

monized Carbon Tax (HCT) set at $30 per 

tonne, ensuring that:

•	more than half of HCT revenue will 

fund a progressive annual green tax 

refund of $300 per adult and $150 

per child;

•	half of HCT revenues are transferred 

to the provinces to fund tax reduc-

tions — including direct payments to 

individuals — and further climate-

change abatement measures.

•	The AFB will strengthen environmental 

science capacity fundamental to the fed-

eral government’s ability to advance the 

economic prosperity, health, and qual-

ity of life of Canadians.

•	The AFB will enact subsidy reform in the 

extractive industries, including:

•	enabling the Canadian Exploration 

Expense only for unsuccessful ex-

ploration;

•	not renewing the Mineral Explor-

ation Tax Credit for flow-through 

shares (mining).

•	The AFB will implement a National Con-

servation Plan, including investments in:

•	healthy oceans: $35 million per year, 

ongoing, plus $15.7 million per year 

for three years;

•	Canada’s national parks system: $40 

million per year, ongoing, plus a $50 

million one-time investment;

•	private lands: $250 million over five 

years;

•	grasslands: $3 million per year for 

five years;

•	wetlands: $20 million per year for 

five years;

•	migratory birds: $30 million per year, 

ongoing;

•	connecting Canadians with nature: 

$10 million per year, ongoing.

•	The AFB will invest in strategic oppor-

tunities to help Canada achieve its goal 

of generating 90% of its electricity from 

non-emitting sources by 2020, includ-

ing by:

•	establishing a Sustainable Action 

Fund for Energy (SAFE) for north-

ern and remote communities ($15 

million for 3 years);

•	creating tax incentives to drive the 

development and commercializa-

tion of energy storage technologies 

($130 million over 5 years);

•	creating a 30% investment tax cred-

it for emerging energy storage tech-

nologies;

•	amending Classes 43.1 and 43.2 of 

the Income Tax Act to specify that 

capital cost allowances also apply 

to expenditures on tangible stand-

along energy storage assets;

•	implementing a National Green 

Homes Strategy to build on energy 

efficiency successes in Canadian 
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houses ($250 million per year for 

5 years).
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1  Victor, Peter A. (2008). Managing Without Growth: Slower by Design, 
Not Disaster. Northampton: Edward Elgar; Jackson, Tim (2011). Prosper-
ity Without Growth: Economics for a Finite Planet. New York: Routledge.

2  “National Capital.” Sustainable Prosperity. April 2012. http://
sustainableprosperity.ca/dl801&display

3  “Speech From the Throne.” Ottawa: Government of Canada. 2013. http://
www.speech.gc.ca/eng/full-speech.

4  For details on recommended design, see later in this chapter and the 
Green Budget Coalition’s Recommendations for Budgets 2008 and 2009, 
available at www.greenbudget.ca.

5  “Speech From the Throne.” Ottawa: Government of Canada. 2008. 
http://www.parl.gc.ca/Parlinfo/Documents/ThroneSpeech/40-1-e.html

6  NGO community. A Copenhagen Climate Treaty - Version 1.0: A Propos-
al for a Copenhagen Agreement by Members of the NGO Community. 1250 
24th Street, N.W. 20037. UNT Digital Library. http://digital.library.unt.edu/
ark:/67531/metadc226637/.

7  Stiglitz, Joseph E. (2010). “Overcoming the Copenhagen Failure.” Pro-
ject Syndicate. Online at: http://www.project-syndicate.org/commentary/
stiglitz121/English. “Carbon Tax vs. Cap and Trade.” Carbon Tax Centre. 
Online at: http://www.carbontax.org/issues/carbon-taxes-vs-cap-and-
trade/. Hansen, James. “Cap and Fade.” New York Times. December 6, 2009.

8  “Report of the Conference of the Parties on its fifteenth session, held 
in Copenhagen from 7 to 19 December 2009. Addendum. Part Two: Action 
taken by the Conference of the Parties at its fifteenth session.” UNFCCC: 
Conference of the Parties (COP).

http://sustainableprosperity.ca/dl801&display
http://sustainableprosperity.ca/dl801&display
http://www.greenbudget.ca
http://digital.library.unt.edu/ark:/67531/metadc226637/
http://digital.library.unt.edu/ark:/67531/metadc226637/
http://www.project-syndicate.org/commentary/stiglitz121/English
http://www.project-syndicate.org/commentary/stiglitz121/English


Striking a Better Balance: Alternative Federal Budget 2014 79

First Nations

Background: Implementing 
First Nations Rights

A fundamental transformation of the fiscal 

relationship between First Nations and the 

Government of Canada is urgently required. 

As a result of their historical and ongoing 

dispossession and marginalization, First Na-

tion women, men and children fare worse 

than all other people in Canada on virtually 

every indicator of well-being. First Nations 

peoples face disproportionately high levels 

of poverty and lower levels of access to eco-

nomic and educational opportunities. They 

are three to four times more likely than to 

live in overcrowded or unsafe housing, they 

are more likely to be without safe drinking 

water1 and First Nations women and girls 

continue to experience disproportionately 

high rates of violence.2

A new funding relationship is required 

that reflects the spirit and intent of Treat-

ies and inherent First Nations jurisdiction. 

New funding mechanisms based in partner-

ship and recognition of rights are required 

in order to meet the needs of the commun-

ities, ensure parity between First Nations 

and non-First Nations communities, and 

account for the real costs of delivery of ser-

vices by First Nations governments. New 

mechanisms must ensure that every First 

Nation receives sustainable resources in ac-

cordance with their rights and the fiduciary 

obligations of the federal government. This 

is essential for First Nations to address their 

day-to-day needs and to raise the quality of 

life of every Nation.

Treaties form the foundation of the re-

lationship with the Crown — not the Indi-

an Act. Treaty implementation is central to 

achieving change across the entire spec-

trum of lands, economic, education and 

social issues. Recognition, rather than ex-

tinguishment, is the basis upon which First 

Nations must be able to exercise their in-

herent Aboriginal title and rights over their 

lands and resources. Canada’s current poli-

cies and approaches to reconciling First Na-

tions jurisdiction remain out of step with con-

temporary jurisprudence and international 

convention and standards, including the 

United Nations Declaration on the Rights 

of Indigenous Peoples.

As Treaty rights and title-holders, First 

Nations seek willing partners to create eco-

nomic opportunities. However, due to the 

unique relationship between First Nations 

and the lands we occupy, careful and thor-

ough consideration must be given to all 

projects that may result in adverse environ-

mental and cultural impacts. This requires 

adequate time and capacity, both of which 

have been reduced by federal program cuts 

and changes to legislation under Bill C-38 
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and Bill C-45 which made sweeping chan-

ges to approval and regulatory processes 

for actions that could have significant and 

long-term impacts on First Nations’ terri-

tories. Free, prior, and informed consent 

is the foundation for successful econom-

ic partnerships.

First Nations traditional economies are a 

rich source of economic, social, cultural and 

health benefits that need to be considered 

as part of larger socio-economic planning, 

particularly in the context of increased focus 

on resource development and energy gener-

ation. As such, First Nation economic pur-

suits (hunting, fishing, and other forms of 

harvesting like trapping, medicine gather-

ing, etc.) should be supported through fully 

collaborative environmental regimes that re-

spect First Nations as full partners.

Current Issues

Removing barriers to education 
and economic opportunities

Current transfers to First Nations govern-

ments are conditional, inflexible, inad-

equate, unpredictable and arbitrary. They 

are not based on the populations they serve, 

resulting in the denial of services adequate 

to meet First Nations needs or comparable 

to those provided to other people in Canada. 

While Canadians receive services from all 

levels of government, through direct federal 

transfers to provinces and territories at an 

average growth rate of 6% per year, Finance 

Canada has maintained a 2% cap on First 

Nations funding since 1996. The removal of 

this cap on funding growth and an adjust-

ment of transfers for need would reduce the 

disastrous current rate of poverty for First 

Nations children — which stands at 50%. To 

bring all First Nation children in Canada up 

to the poverty line would cost $580 million, 

or 11% of the annual budget of Aboriginal 

Affairs and Northern Development Canada.3

Improved educational attainment is the 

foundation for long-term economic stabil-

ity and prosperity. The ongoing cost of the 

status quo in terms of lost productivity and 

increased support requirements for First Na-

tions is over $12 billion per year.4 Raising 

First Nation graduation rates to levels com-

parable to the Canadian population by 2026 

would lead to cumulative economic benefits 

of more than $401 billion (2006 dollars), in 

addition to $115 billion in avoided govern-

ment expenditures over the same period.5

First Nations schools are still funded 

using a 25-year old funding formula de-

signed to provide education services in the 

1980s, compounded by a 2% cap on increas-

es. Some ad-hoc, proposal-based funding 

has been added, targeting specific educa-

tion services, but it is still far from address-

ing the gap in providing 21st century servi-

ces for First Nations schools and achieving 

better outcomes. The addition of the 2% cap 

on annual increases to First Nations educa-

tion allocations imposed in 1996–97 has led 

to an accumulated shortfall in the federal 

government’s budget exceeding $3 billion 

in First Nations education program delivery.

The First Nations population is current-

ly growing at four times the rate of the Can-

adian population. Nearly half of the First 

Nations population is under the age of 25, 

and the federal government estimates that 
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over 600,000 First Nations youth will enter 

the labour market between 2001 and 2026. 

New investments of $500 million, annual-

ly over five years, are needed to ensure First 

Nation training and employment organiz-

ations, as well as First Nation economic 

institutions, such as the Virtual Resource 

Centre on Energy and Mining, are properly 

equipped to provide business supports and 

skills training to First Nation citizens. First 

Nation communities and individuals will be 

key to realizing productivity gains in Can-

ada’s economy — from closing the growing 

labour gap, to participating in major pro-

jects, particularly in Canada’s resource de-

velopment and energy sectors.

Meeting basic needs

First Nations face some of the most dev-

astating health conditions across Canada. 

Chronic disease and mental health chal-

lenges, including suicide and addictions, 

have tremendously significant impacts on 

First Nations. Health outcomes are direct-

ly tied to a number of social determinants, 

including education, employment, gender, 

environmental health, cultural connected-

ness, housing, and degree of individual em-

powerment and collective self-determination. 

Improving First Nations health outcomes 

therefore requires significant investment in 

First Nations infrastructure, including safe 

drinking water, adequate housing, educa-

tion, health, and emergency services.

As with most programs that support First 

Nations communities, Non-Insured Health 

Benefits (NIHB) health services exist without 

a legislative base or governing framework 

and there is an urgent need for new invest-

ments. In 2010–11 NIHB program expendi-

tures increased by 3.9% over 2009–10 levels; 

however, the Assembly of First Nations has 

estimated that increases of up to 9.3% are 

required to properly account for growth of 

the existing client population, new clients 

resulting from changing eligibility require-

ments, inflation, changes in health service 

utilization and health status, and effects 

of technological change. The absence of 

these investments will mean a shortfall of 

approximately $573 million in 2014–15 and 

$805 million overall by 2015–16.

A coordinated and comprehensive ap-

proach to mental health and addictions pro-

gramming is needed. In addition, the feder-

al government needs to provide continued 

support for culturally relevant and cultur-

ally competent mental health services, such 

as those through the Cultural Support Pro-

viders (CSP) which are supported through 

the Indian Residential School Resolution 

Health Support Program (IRS RHSP) and 

community-based healing programs through 

the Aboriginal Healing Foundation (AHF).

First Nations water quality continues 

to be a national concern. The National En-

gineering Assessment released by the fed-

eral government on July 14, 2011 conclud-

ed that 73% of First Nation water systems 

are at high or medium risk to negatively 

impact water quality. Among First Nations 

communities, 89 remain on unsafe drink-

ing water advisories.6

The substandard housing conditions in 

First Nations are a persistent and growing 

challenge. A 2011 evaluation of on-reserve 

housing concluded: “despite ongoing con-
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struction of new housing on-reserve, the 

shortfall still exists and appears to be grow-

ing rather than diminishing.”7 While some 

have undertaken innovative and successful 

initiatives, many First Nations still rely on 

federal programs to provide financing op-

tions for their members. By 2034, there will 

be a housing shortfall of 130,197 units, an 

additional 11,855 units required to replace 

existing units, and approximately 10,000 

units requiring major repairs. This requires 

an investment of nearly $1 billion per year.

Enhancing safety and security 
in First Nation communities

First Nations women and girls experience 

higher rates and more severe forms of vio-

lence than any other population group in 

Canada. A 2013 Statistics Canada report 

notes that the rate of self-reported violent 

victimization against Aboriginal women in 

the provinces was 2.5 times higher than the 

rate for non-Aboriginal women — for spous-

al violence, as well as violence perpetrated 

by other family members, friends, acquaint-

ances and strangers.8 Rates of homicide 

against Aboriginal women are an estimat-

ed seven times higher than for non-Aborig-

inal women.9

There must be increased investments 

in shelters in First Nation communities for 

women and children fleeing family violence. 

There are currently only 41 on-reserve shel-

ters for 634 communities. There is also a need 

for family treatment and culturally appropri-

ate services. Investments in prevention and 

family support services will translate into 

significant cost savings. Budget 2013 iden-

tifies an investment of $24 million over two 

years to the Family Violence Prevention Pro-

gram. However, this is merely a renewal of 

funding, keeping the program at the same 

funding level as the previous six years, de-

spite a 23% growth in First Nations popu-

lation coupled with an increased demand 

for services. Doubling current investment 

to $60 million annually and providing sup-

port and prevention services for First Na-

tions would accrue significant cost savings 

along with measurable increases in child 

and family well-being.

The federal government must establish 

a National Public Commission of Inquiry on 

Missing and Murdered Indigenous Women 

and Girls. Its role would generally be to en-

sure knowledge and understanding of past 

approaches, examine current practices and 

move forward on tangible solutions to pre-

vent further violence and disappearances of 

Indigenous women and offer support to fam-

ilies when such tragic incidents occur. The 

development and implementation of a Na-

tional Action Plan to End Violence Against 

Women with clear mechanisms for report-

ing and accountability is absolutely crucial.

Every residential school survivor must 

have access to health supports and assist-

ance to advance fairly and resolutely through 

the healing process. This includes restoring 

funding for community-based healing pro-

grams for survivors of residential schools 

and ensures continued funding for the 15 

Healing Centres currently operating across 

Canada. Before expiry of its funding, the 

Aboriginal Healing Foundation had an an-

nual budget of approximately $42 million 

to support community-based healing pro-
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grams. The operating budget of $9.2 million 

annually for the 15 Healing Centres expired 

on December 31, 2013. These full amounts 

need to be restored to ensure supports are 

provided directly in communities to ensure 

that the inter-generational impacts of resi-

dential schools are overcome.

Delivering safety and security in our 

communities requires enabling a First Na-

tions judicial system that builds on our trad-

itional legal systems, enforcement and dis-

pute resolution practices. We can support 

overall wellness through approaches which 

emphasize our collective responsibilities.

The over-representation of First Na-

tion citizens in the correctional system is 

at crisis levels and it is important that the 

federal government invest in initiatives that 

support First Nation governments in taking 

greater responsibility for justice administra-

tion and rehabilitation. Direct costs of keep-

ing a person in prison are over $113,000 per 

year, and there are many indirect financial 

costs from lost productivity as well as so-

cial costs to families and communities. Pre-

venting crime and ensuring better reinte-

gration and lower rates of re-offending will 

have both positive economic and social im-

pacts for First Nation communities and all 

Canadians. The federal government must 

increase investments in community-based 

justice programming, such as those fund-

ed under the Aboriginal Justice Strategy.

First Nation Police Services (FNPS) play a 

critical role in ensuring public safety and in 

keeping the peace in First Nation commun-

ities. Policing generally is considered an es-

sential service within provincial laws — no 

similar legislative base exists for FNPS, re-

sulting in sporadic, inadequate funding 

that threatens the ability of FNPS to deliv-

er high quality police services, ensure safe-

ty and deal with emerging issues such as 

gang activity.

The First Nation Policing Policy (FNPP) 

is inadequate and assumes that First Na-

tion policing is an enhancement to existing 

policing services. This leads to chronic lev-

els of under-funding, fewer training oppor-

tunities and infrastructure gaps. Some First 

Nation police services reported their oper-

ational budgets for this fiscal year will not 

maintain their service beyond December 

2013, leaving communities at risk. Federal 

and provincial governments must commit 

to long-term sustainability, viability, cap-

acity and equity with other police services.

AFB Actions

The social and economic costs of the status 

quo are too high. The AFB will implement 

the structural changes and investments out-

lined below:

•	Implement stable, equitable, and long-

term funding transfer mechanisms for 

First Nation programs and services, re-

flective of the true service population of 

First Nation governments, the real costs 

of delivering services, and the original 

nation-to-nation relationship.

•	Advance Treaty implementation in ac-

cordance with their spirit and intent.

•	Work with First Nations on comprehen-

sive claims policy reform and resolving 
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long-standing issues based on recogni-

tion and affirmation.

•	Establish fully collaborative environment-

al regimes which respect First Nations 

as full partners with enhanced mechan-

isms to ensure free, prior and informed 

consent, as per the United Nations Dec-

laration on the Rights of Indigenous 

Peoples and other international and do-

mestic human rights and environment-

al rights standards.

•	Invest $470 million annually for the next 

ten years in First Nations water treat-

ment systems.

•	Invest $1 billion annually for the next 

ten years to address the housing crisis 

in First Nation communities.

•	Invest $715 million in 2014–15 to address 

the existing gap in First Nations edu-

cation funding and implement equit-

able funding for First Nations educa-

tion systems.

•	Provide equitable funding for First Na-

tions child welfare systems.

•	Invest $573 million in the NIHB Program 

in 2014–15 and $805 million in 2015–16 

and implement a comprehensive ap-

proach to mental health and addictions 

programming.

•	Provide new investments of $500 million 

for First Nations skills training.

•	Invest $100 million per year to support 

corporate and First Nation incentive pro-

grams over the next five years.

•	Increase the current investment in family 

violence prevention programming (see 

Ensuring Equality for Women Chapter).

•	Establish and fund a National Public 

Commission of Inquiry on Missing and 

Murdered Indigenous Women and Girls.

•	Establish and fully fund a National Ac-

tion Plan to Ending Violence Against 

Women (see Ensuring Equality for Women 

Chapter).

•	Invest $51.2 million annually to support 

community-based healing programs.

•	Invest in First Nations justice systems and 

community-based justice programming.

•	Invest in stable, predictable, sustainable, 

and culturally appropriate First Nation 

policing services to enhance safety and 

security in First Nation communities.
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Gender Equality

Background

At the current rate of progress, Canada will 

not close the gender gap until the year 2240.1 

The pace of change over the past two dec-

ades has been glacial. While the gap be-

tween women’s and men’s participation in 

higher education has closed, the gaps be-

tween their earnings and their represen-

tation in senior management ranks hasn’t 

shifted, nor have levels of violence against 

women decreased.2 This isn’t just a prob-

lem for women. Violence against women 

costs Canada more than $9.3 billion a year 

and if the gap between men’s and women’s 

employment continues at its present rate, 

Canada could lose as much as 8% in GDP 

growth over the next twenty years.3

Current Issues

Women’s work

Women’s economic well-being has not in-

creased appreciably over the past five years. 

They continue to have lower incomes than 

their male peers, in spite of increased lev-

els of education and training. They are over-

represented in minimum-wage and part-

time jobs, their access to EI has declined, 

and their participation in the labour force 

has been stagnant. The gender gap in labour 

force participation did close slightly during 

this period, but that was the result of a de-

cline in male labour force participation, not 

a rise in female participation.

As shown in Table 10, employment lev-

els are still lower among some groups of 

women, including immigrant and Aborig-

inal women. Women with disabilities who 

are able to work and who are in the labour 

force have even lower levels of employment.4

Women’s full-time employment rates, for 

those aged 25 to 64, have held steady over 

the past five years at 57%, compared to 76% 

of men aged 25 to 64 years.6 The nature of 

work done by employed women is distinct 

from that of men. Women continue to be 

three times as likely as men to hold part-

time jobs — with 15% of women aged 25–64 

working part-time, compared to 5% of men.7

The standard explanation for women 

being over-represented in part-time work 

and under-represented in full-time work is 

that they choose to work part-time or not 

at all. However, the percentage of women 

aged 25–64 who work part-time by choice 

has held steady at 5% over the past decade.8 

The percentage of women who identify busi-

ness conditions and the lack of full-time jobs 

as the reason for working part-time is also 

5%,9 which is double the percentage of men 

who identify these reasons for continuing 

to work part-time.10 These data suggest that 

women are persistently underemployed and 

that discriminatory hiring practices are a sig-

nificant factor in their underemployment.
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Increasing access to full-time work for 

the two-thirds of women who are not choos-

ing to work part-time is important to them, 

their families, and the economy. Women’s 

increased participation in paid work in Can-

ada has been “the mainstay of per capita 

real income growth over the last decade,” 

according to the OECD.11 OECD projections 

conclude that narrowing the gap between 

men’s and women’s levels of employment 

by 50% would increase the GDP per capita 

annual growth rate by 0.2 percentage points 

in Canada, thus contributing an addition-

al $3.9 billion dollars to the economy in 

2014 alone.12

The 2013 Federal Budget set out policies 

intended to “Connect Canadians with Avail-

able Jobs.”13 It estimates that there will be 

an additional 319,000 jobs in the construc-

tion sector and approximately 200,000 jobs 

in extractive industries by 2020. Women cur-

rently make up less than 20% of the work-

ers in these industries. Yet in spite of a need 

for a large number of new workers, only 

15% of extractive industry employers have 

recruitment policies targeted at women.14 

If women’s participation rates in these in-

dustries were increased to just 25%, there 

would be 188,650 new workers to help fill 

the shortfall.

Some industry experts speculate that 

women don’t work in these sectors because 

they don’t want to. Yet a recent survey finds 

no lack of interest. Rather, women seeking 

work in the extractive industry identify the 

same barriers as women in every other in-

dustry: a lack of child care, a lack of flex-

ible work practices, and the low levels of 

women in management positions.15

Any economic plan to connect Canadians 

with jobs must address these barriers. More 

than 70% of all women with children under 

the age of five participate in the paid work-

force. Women are 20 times as likely as men 

to cite child care as a reason for not par-

ticipating in full-time work.16 The current 

cost of having one child in daycare in large 

metropolitan centres such as Toronto and 

Vancouver is up to half of the median in-

come of working women in those cities. It 

is little wonder, then, that by 2008 Quebec’s 

subsidized childcare program had directly 

contributed to a 3.8% increase in women’s 

labour force participation. The program 

also provided a broad economic benefit to 

Table 10 Employment Rates, Canada (%)5 

Males (25 to 64) Females (25 to 64)

Aboriginal Identity 65.3 60.1

Non-Aboriginal Identity 80.3 71.4

Immigrant 80.1 65.7

Non-Immigrant 79.9 72.9

Visible Minority 79.8 64.4

Non-Visible Minority 80.7 68.1
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Quebec’s population, increasing Quebec’s 

GDP by 1.7%.17

Yet, rather than investing in much-need-

ed child care, current federal economic poli-

cies provide incentives for women with chil-

dren to stay out of the labour force — whether 

they want to or not. A recent analysis shows 

that the Universal Child Care Benefit has 

reduced the labour force participation of 

women overall, and reduced the participa-

tion of women with lower educational at-

tainment by 3.3%.18 The women who are 

losing access to paid work are those who 

can least afford it.

There are significant long-term costs 

for women who spend time out of the paid 

workforce. Due to the high cost of unsub-

sidized child care and the fact that women 

on average earn less than men, when Can-

adians have children it is usually the female 

parent who reduces her hours of paid work 

to look after them. This has an adverse ef-

fect on their long-term economic security. 

The longer women stay out of paid work, 

the lower their average earnings are when 

they return to work — a pay gap that they 

never close.19 While women are out of paid 

work they do not contribute directly to pen-

sion funds or to EI, and when they return 

to work they have less access to EI because 

they have banked fewer hours of paid em-

ployment. This creates a cycle of lower-in-

come employment — where women take 

lower-paying, less secure jobs because they 

have less access to EI while they are look-

ing for work. This pattern contributes to the 

disproportionately higher numbers of older 

women living in poverty.

Women’s wages

As shown in Table 11, unequal rates of pay 

for working women continue to under-

mine their economic security in the short 

and long terms. Women’s median employ-

ment incomes are 34% less than men’s in-

comes.20 For some groups of working women, 

the picture is even worse. Visible minor-

ity women earn 17% less than non–visible 

minority women and 25% less than visible 

minority men. First-generation immigrant 

women earn 15% less than non-immigrant 

women and 25% less than immigrant men. 

Aboriginal women’s median incomes are 

nearly the same as those of non-Aboriginal 

women, but lag 10% behind the earnings of 

Table 11 Median Employment Incomes, Canada2 

Male (25 to 54) Female (25 to 54)

Aboriginal Identity 37,617 33,871

Non-Aboriginal Identity 47,895 34,112

Visible Minority 38,676 29,157

Non–Visible Minority 49,789 34,963

First Generation Immigrant 40,962 29,758

Non-Immigrant 49,611 35,099
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Aboriginal men and 31% behind the earn-

ings of non-Aboriginal men.

The gap between what women and men 

earn isn’t wholly the result of women’s low-

er rates of full-time employment. Women 

working full-time still earn 20% less than 

men working full-time in Canada,22 and 

the majority of minimum wage earners are 

women.23 Among the women employed in 

minimum-wage or low-wage jobs, single 

women, racialized women, and immigrant 

women are further over-represented.

The combination of low wages and lower 

levels of paid work contributes to women’s 

increased levels of poverty.24 Nearly 150,000 

more working-age women live in poverty 

than do working-age men.25 Poverty rates 

are higher in households that depend on fe-

male earners — whether they are single fe-

males, single female parents, or dual-par-

ent families where the female parent is the 

sole income earner.26 Closing the pay gap 

means moving women and their families 

out of poverty.

The high cost of violence

Unequal levels of pay and promotion and 

unaffordable child care are not the only bar-

riers to well-being for women in Canada. Eco-

nomic security cannot be achieved in iso-

lation from physical security, and levels of 

spousal and sexual violence remain high: 

1.8 million Canadians have experienced 

one of these forms of violence in the past 

five years alone.27 These forms of violence 

account for more than 25% of all police-re-

ported violent crime in Canada.28

Women of all economic groups experi-

ence sexual and spousal violence. In the 

aftermath of that violence, however, even 

women from high-income households ex-

perience significant economic insecurity.29 

For lower-income women, the cost of food 

and housing often drives them to return to 

the abusive household.30 Ensuring women’s 

economic security is a key step toward en-

suring women’s personal security and over-

all well-being. It is also important to the eco-

nomic well-being of the country.

The annual cost of intimate-partner vio-

lence and sexual assault in Canada is $334 

per person.31 This compares to the cost of 

the use of illegal drugs (an estimated $262 

per person) and the cost of smoking (an esti-

mated $541 per person).32 In spite of the pro-

found personal, social, and economic costs 

of violence against women, the federal gov-

ernment spends only $2.77 per person annu-

ally on programs and services related to in-

timate-partner violence and sexual assault.33

Clearly, the cost of violence outstrips 

public spending to address that violence. 

To ensure an effective and coherent strat-

egy to end violence against women, further 

investments are needed in prevention ef-

forts and services for survivors of violence. 

A well-funded national action plan would 

ensure that Canada’s efforts to end violence 

against women are coherent, coordinated, 

and effective.

Beyond the glass ceiling

Twenty years ago, Canada was ranked first 

for its level of progress toward gender equal-

ity by the United Nations.34 But that prog-
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ress has nearly ground to a halt. If Canada 

continues on its current path, we will not 

close its gender gap for another 228 years.35

Gender inequality is a crucial barrier to 

growth, good governance, and well-being. 

Investing political and financial resources 

in increased economic and personal secur-

ity for women will pay huge dividends, not 

only in the quality of life of Canadians but 

also in the economic stability of the coun-

try. Canada cannot afford to wait two cen-

turies to realize these benefits.

AFB Actions

The AFB will:

•	Invest in a National Action Plan to Ad-

dress Violence Against Women (cost: 

$498 million annually).36 Components 

of the plan will include:

•	funding for annual, detailed national 

surveys on violence against women

•	support for an office to provide fed-

eral coordination

•	increased funding for prevention 

programs

•	increased funding for victims’ ser-

vices, including long-term housing

•	funding to support uniform access to 

specialized social, legal and health 

services, including domestic violence 

courts, sexual-assault nurse exam-

iners, and crisis centres.

•	Increase funding for Status of Women 

Canada and restore its mandate to fund 

women’s groups to conduct independ-

ent policy research and advocacy (cost: 

$100 million annually).37

•	Invest in social infrastructure, includ-

ing a federal childcare program (see the 

Child Care and Early Learning chapter).

•	Increase women’s access to jobs in growth 

sectors through training, education, and 

increased access to child care.

•	Provide adequate and accessible income 

supports and improve the earnings and 

working conditions of those in the low-

wage workforce (see the chapter on In-

come Inequality, Poverty, and Wealth).

•	Proactively ensure equal pay for work of 

equal value by repealing the Public Ser-

vice Equitable Compensation Act, estab-

lishing proactive pay equity legislation, 

and implementing the recommendations 

of the 2004 Pay Equity Task Force (cost: 

$10 million/year).

•	Eliminate tax policies that exacerbate 

women’s economic insecurity and re-

duce women’s labour force participa-

tion, such as the UCCB (see the chap-

ter on Income Inequality, Poverty, and 

Wealth), pension income–splitting meas-

ures, retirement compensation arrange-

ments and tax-free savings accounts (see 

the Taxation chapter).
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Health Care

Background

Canada’s universal health care system has 

changed significantly in recent years, in-

cluding shifts from public to private finan-

cing and a decline in political leadership, 

especially at the federal level. The down-

loading of costs to people who are ill comes 

when more of the services they need have 

been privatized and delisted. Our univer-

sal healthcare system has mitigated some 

income-related disparities in access to hos-

pital and physician care, but other services 

are becoming increasingly inaccessible to 

more and more people.

These changes are happening when 

Canadians are less equal than ever, with 

the richest 1% taking a third of all growth 

in income between 1997 and 2007.1 Grow-

ing market-driven income inequality along 

with government cuts to income supports 

are strongly associated with poor health.2 

Reduced federal health transfers, changes 

in the equalization formula,3 delisting, and 

privatization are threatening to undermine 

the achievements of the postwar period. 

Sweeping cuts to the Interim Federal Health 

program in 2012 have crippled services for 

refugees. Current federal policies hinder ef-

forts to move medicare beyond the scope of 

doctors and hospitals — something that has 

been on the public agenda since Saskatch-

ewan introduced its universal health care.

Internationally, governments have 

opened health care systems to national and 

global investors; privatization, deregulation, 

and unequal access to services are increas-

ing.4 While Canadians are committed to uni-

versal medicare,5 corporate involvement in 

health service delivery has increased here, 

too. Hospital administrators have outsourced 

maintenance, laundry, food, and other servi-

ces to multinational companies, with a con-

sequent decline in workers’ wages, working 

conditions, and morale.6

When the Canada Health Act (CHA) was 

passed, 57% of total health spending went 

to physicians and hospitals,7 compared to 

43% today.8 Many services once provided in 

hospitals, including psychiatric facilities, 

were shifted to community-based provid-

ers; hospitals were downsized. These ac-

tions, along with delisting and privatiza-

tion, have contributed to a decline in the 

public share of health expenditures, from 

75.5% in 1985 to 69.7% today.9 The role of 

the insurance industry has increased sig-

nificantly: in 1988 it financed 29.2% of pri-

vate health expenditures,10 compared to al-

most 40% today.11 Evidence shows growing 

gaps in how Canadians use private health 

services — dental care, home care, long-term 

care, mental health, and rehabilitation ser-

vices — based on ability to pay.12

Barriers to many preventive and out-

patient rehabilitation services are rising 

while poverty and unemployment are in-
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creasing and access to higher education 

and affordable housing is declining; these 

are all determinants of health. Income in-

equality and poor living standards increase 

the need for health services.13 For example, 

poor people are two to three times more like-

ly to develop Type 2 diabetes14 regardless of 

ethnicity,15 and the working and non-work-

ing poor are more likely to suffer the attend-

ant complications of diabetes.16 Suicide rates 

are also higher among the poor, as are rates 

of cardiovascular disease, chronic disease, 

and disability. These facts have led many 

Canadian and international researchers to 

conclude that “Reducing inequalities in in-

come and wealth through progressive tax-

ation is a highly recommended policy op-

tion shown to improve health.”17

Supporters of privatization assert that 

public health expenditures threaten to con-

sume an ever-growing share of provincial 

budgets.18 But healthcare spending has re-

mained stable over the last 25 years — provin-

cial revenues are shrinking, boosting health 

care’s share of budgets. In fact, while total 

medicare costs have increased by 1.5% of 

GDP since the mid-1990s, the total amount 

spent on tax cuts was 6%.19 Increases in pub-

lic health expenditures slowed to 3.3% in 

2011 and 2.9% in 2012, while private spend-

ing grew at a rate of 5.4% and 4.6%, re-

spectively.20

In 2004 the amount spent on services 

covered by the CHA (i.e., hospitals and doc-

tors) consumed only 42% of total health ex-

penditures. Another 25% of public spending 

went to private goods and services outside 

the “medicare basket”: prescription drugs, 

home and long-term care, and services such 

as community physiotherapy clinics.21 The 

portion of health services covered by the 

CHA has shrunk since the introduction of 

universal health care, partly because hospi-

tal services have moved into the commun-

ity and the home.22

Technology has enabled many of what 

were once “core” hospital services — includ-

ing surgery — to relocate outside of hospi-

tals. In 1995–96, about 70% of Canadian 

surgeries were performed on an outpatient 

basis.23 By 2002, this had increased to rough-

ly 87% of all surgeries,24 a growing portion 

of which are provided and paid for (some-

times in violation of the CHA) in for-profit 

non-hospital facilities. Studies indicate that, 

for appropriate patients, outpatient surgery 

is more cost-effective than inpatient surgery 

and that patient outcomes are similar. How-

ever, a recent Canadian study25 found that 

outpatient knee surgery done in a for-prof-

it setting did not improve disability dur-

ation among injured workers. The fee paid 

for expedited knee surgery in a for-profit 

surgical clinic was $3,222; for non-expedit-

ed knee surgery in a public hospital, it was 

$859. Despite the higher fee paid to for-prof-

it surgical companies, there were minimal 

differences in wait times and small differ-

ences in return-to-work outcomes that fa-

voured public hospitals.

Provinces violating the CHA are subject 

to mandatory dollar-for-dollar deductions 

in cash transfers and discretionary pen-

alties. However, the mandatory penalties 

are inadequate and discretionary penalties 

have never been applied. In 2011, Health 

Canada reported that the biggest concern 

about CHA compliance “remained patient 
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charges and queue jumping for medically 

necessary health services at private clin-

ics.”26 Yet, since 2000 only $1 million has 

been deducted from federal cash transfers 

to the provinces,27 despite widespread vio-

lations. Much more needs to be done, and 

the AFB will continue to support the CHA 

Division, which is responsible for enforcing 

national standards.

An agreement in principle between Can-

ada and the European Union was reached 

in 2013. If it moves forward, the Comprehen-

sive Economic Trade Agreement (CETA) will 

lengthen drug patents and delay the intro-

duction of generic medicines, thereby in-

creasing our annual prescription drug ex-

penditure by roughly $2.8 billion a year.28 

We can do better using a single, public sys-

tem29 that manages drug costs through uni-

versal public insurance, a national formulary 

of essential drugs, independent evidence-

based drug evaluation, and bulk purchas-

ing. Through these measures — and by con-

taining and eventually reducing the length 

of drug patents — a National Pharmaceut-

ical Strategy can save more than $10.7 bil-

lion in annual costs for prescription medi-

cines, an estimated 43% of Canada’s $25.1 

billion drug bill.30

We must consider ways to not only im-

prove our public healthcare system, but to 

expand it cost-effectively, equitably, and sus-

tainably. The AFB will commit to discussions 

with provincial/territorial health ministers 

on a renewed Health Accord, with empha-

sis on integration across the continuum of 

care and including health promotion and 

illness prevention. These discussions will 

also focus on a national strategy to strength-

en the links between health and social care 

to better address determinants of health. 

The AFB will also begin funding non-prof-

it mental health services on the same basis 

as other public providers, subject to the cri-

teria of the CHA, to ensure patients are not 

exploited by pharmaceutical, health, and 

insurance corporations.

Current Issues

An alternative vision

The Health Accord — which laid out the 

federal government’s financial commit-

ment to health care for a decade — expires 

in 2014. Discussions among federal/provin-

cial/territorial governments about renewing 

the Accord — and the foundations of medi-

care — should be wrapping up. Instead, the 

federal government unveiled a new fund-

ing formula in 2012 that will continue the 

automatic, unconditional 6%-per-year in-

crease in cash transfers to the provinces for 

health, but only until 2016–17. Thereafter, 

transfers will grow at 3.9% annually, well 

below the 5.1% annual increase expected in 

provincial and territorial spending. Chan-

ges to the escalator will reduce the federal 

share of expenditures from 20.4% to 18.6% 

over the next 11–12 years,31 reducing feder-

al transfers by an estimated $36 billion over 

the first 10 years.32

The AFB provides an alternative vision 

for health care, with a strategy to increase 

the public share of total health expenditures 

and the federal contributions to provinces 

and territories. An integrated health sys-

tem is key to supporting this strategy, and 
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to a seamless, coordinated system of care. 

But there exist a number of challenges, in-

cluding an increase in private delivery and 

funding that support greater competition 

and fragmentation,33 the reliance on lower 

wages for non-physicians employed in the 

community to achieve cost savings, and hos-

pitals with higher-than-safe occupancy lev-

els. To address these challenges and achieve 

a system of integrated healthcare delivery, 

medicare must expand its scope.

Expanding medicare

Despite declining hospital stays, Canada has 

overcrowded hospitals and one of the low-

est bed-to-population ratios34 and highest 

occupancy rates35 among OECD countries. 

Over the past 20 years, hospital funding cuts 

and contracting-out have compromised the 

safety of patients36 while moving publicly 

insured and delivered services to for-profit 

providers and insurers.

Many provinces hope to save money by 

transferring services out of the highly union-

ized hospital sector to unorganized, private-

ly funded, for-profit providers. A better plan 

would include reducing unnecessary diag-

nostic testing and moving alternate-level-

of-care patients to more appropriate and 

cost-effective settings.

Instead, privatization and delisting are 

undermining public access to community-

based venues that reduce reliance on emer-

gency rooms, the most expensive part of the 

system. In many provinces, corporations are 

investing in surgical facilities, long-term 

care, rehabilitation, and home care. Be-

tween 2000 and 2012, private spending on 

many of these services increased by 140%, 

a much higher rate of growth than public 

expenditures for the same services.37 We 

need strategies that will reduce private ex-

penditures — both out-of-pocket payments 

and private insurance — and increase the 

public portion of the health dollar.

We have known for years that we underin-

vest in measures to prevent or manage ill 

health — including mental health services, 

home care, dental care, and physical activities 

for all. These measures can improve health 

and reduce costs in the short term, but the 

real return on such investments comes years 

later. Savings and improved outcomes can 

also be achieved by better spending man-

agement. Pharmacare is one example. De-

veloping a national formulary for a core 

set of drugs and single-desk bulk purchas-

ing of those pharmaceuticals could shave 

more than 40% off total drug expenditures. 

Expanding publicly funded mental health 

care in a unified national framework is an-

other priority, one that would be cost-effect-

ive and improve outcomes.

Effective allocation of resources with-

in the public system, a decrease in pri-

vate spending, and better management of 

pharmaceuticals can help contain the big-

gest cost drivers of health care, but only if 

we pursue them on a national scale. That’s 

why we need a national plan for the future 

of medicare.

AFB Actions

•	The Health Accord will be renegotiated in 

2014, with a guaranteed 6% increase in 
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federal cash funds in each of the next five 

years, based on provincial compliance 

with the CHA. This adds an accumulat-

ed $26 billion to provincial and territor-

ial coffers over this period. In year one, 

the AFB will commit 2% toward provin-

cial/territorial initiatives that advance 

primary healthcare reform. Thereafter, 

an additional 1% of the escalator will be 

dedicated annually to measures that sup-

port integrating community health ser-

vices and decreasing the role of private 

for-profit providers. By year five the en-

tire 6% increase will be devoted to ac-

celerating the integration of healthcare 

services to support and strengthen con-

tinuity of care between hospitals and 

community providers.

•	Canada lags behind most industrialized 

nations in the degree of public fund-

ing available for healthcare services.38 

The AFB will prohibit the use of out-of-

pocket and private insurance to support 

queue-jumping. Cash transfers will be 

tied to compliance with the CHA, includ-

ing its reporting requirements. A multi-

pronged approach will increase the pub-

lic portion of total health expenditures 

over the next decade using the follow-

ing measures:

•	The Federal-Provincial Fiscal Arrange-

ments Act will be amended to prohibit 

the use of federal cash transfers to 

subsidize private, for-profit provid-

ers of acute, chronic, and rehabili-

tative care, or to compensate phys-

icians practising in both the public 

and private sectors. Provinces will 

be required to report on how fed-

eral funds are used to support the 

CHA criteria.39

•	The CHA stipulates that provinces 

must pay doctors reasonably, but 

is silent on others employed in the 

healthcare system. Provincial/ter-

ritorial medical associations use a 

form of sectoral bargaining that ap-

plies to all their members. The same 

standard, applied to all healthcare 

workers, would support integration 

between and within hospital and 

community providers. To facilitate 

integration of services, incentives 

will be provided to help provinces/

territories facilitate recruitment and 

retention of personnel by providing 

home, community, and long-term 

care workers’ compensation on par 

with unionized hospital workers.

•	The AFB will initiate a National 

Pharmacare Program to replace pri-

vate spending on prescription drugs 

and significantly reduce public ex-

penditures. This will overturn Can-

ada’s commitment, in CETA, to ex-

tend drug patents by up to 25 years. 

The AFB will allocate $2 billion plus 

10% of private expenditures (or $1.39 

billion) in 2013–14 for a National 

Pharmacare Plan. In 2014–15, the 

AFB will increase the allocation by 

13% for a total of $3.83 billion. In 

2015–16, this amount will increase 

by 20% to $4.59 billion. Future sav-

ings will offset the program’s start-

up costs.40
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•	In 1995, the federal minister of health 

ruled that user fees for surgical ser-

vices were illegal “regardless of 

venue.”41 This ruling did not then 

apply to other acute, chronic, or re-

habilitation services. The AFB will 

apply the ruling to all of these ser-

vices, regardless of where they’re 

delivered. The AFB will also re-es-

tablish a dedicated transfer for com-

munity-based services at 1995 lev-

els, plus an annual escalator based 

on population growth and inflation. 

This amounts to $75 per capita ($2.6 

billion) for community-based health 

services, including home care and 

allied health services, subject to the 

criteria of the CHA upon physician 

referral. A one-time $300-million 

investment in 140 new commun-

ity health centres in regions lack-

ing this model of delivery will cre-

ate 10,000 new jobs and increase 

access to services.42

•	Total long-term care expenditures 

reached $20 billion in 2010, split 

among governments and out-of-pock-

et payers. The public share, $14.4 

billion, was divided between feder-

al (20.4% or $2.9B) and provincial/

territorial governments ($11.5B).43 

The remaining $5.64 billion was 

paid by some of Canada’s most eco-

nomically vulnerable citizens.44 At 

the same time, an estimated 7% of 

acute-care beds (7,550) are occupied 

by patients awaiting rehabilitation 

or placement in a long-term care fa-

cility, at an annual cost of $2.3 bil-

lion.45 It’s time to bring these servi-

ces into the public system. The AFB 

will invest $2.3 billion in long-term/

residential care to enable moving 

alternate-level-of-care patients from 

acute-care beds to more appropriate 

settings. This will free hospital resour-

ces to reduce high occupancy rates 

and wait times and support the estab-

lishment of outpatient rehabilitation 

clinics. The AFB will also invest $3.2 

billion to reduce by 50% healthcare 

user charges applied to residents of 

long-term care facilities.46

•	Almost 60% of Canadian children 

and youth and 96% of adults have 

dental caries, but tooth decay is a 

preventable disease. The AFB will 

improve access to basic dental care 

by focusing on prevention, begin-

ning with a cost-shared school-based 

program that provides children and 

youth preventive and basic curative 

dental care. The AFB will offer $90 

per capita to any province under-

taking such an initiative. If imple-

mented across Canada, this will cost 

the federal government $280 million. 

The AFB will allocate $50 million to 

start the program, and double that 

contribution in the next two years.

Health equity

•	In each of the next two years, the AFB 

will allocate $50 million to post-second-

ary institutions to support health edu-
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cation programs for Aboriginal students 

who work with Aboriginal peoples and 

communities.

•	The AFB will end the $73 million a year 

(2013–16) in funding to the Centres of 

Excellence for Commercialization and 

Research.47 Of this, $10 million a year 

will be used to restore and expand the 

Women’s Health Contribution Program, 

which supported community–academ-

ic partnerships in developing policy re-

search and information on the health of 

women and girls. Another $30 million a 

year will fund a comprehensive range of 

mental health services, with a focus on 

promotion, prevention, treatment, and 

community supports. This funding will 

be available to non-profit organizations 

and conditional on provincial/territor-

ial compliance with the CHA.

•	Annual funding of $20 million will be 

restored to the Interim Federal Health 

Program to ensure all refugees have 

healthcare coverage equivalent to Can-

adian citizens in the same economic cir-

cumstances.

•	The AFB will implement the long-delayed 

Jordan’s Principle, a child-first policy to 

resolve long-standing disputes within and 

between federal and provincial/territor-

ial governments over which jurisdiction 

is responsible for providing services to 

First Nation children.48 Jordan’s Princi-

ple requires that the government of first 

contact pays for the service to the child 

without delay or disruption. The paying 

government can then refer the matter to 

intergovernmental processes to pursue 

repayment. The AFB also reaches out to 

communities to allow them to set their 

own healthcare priorities with participa-

tory budgeting through the “Commun-

ity Health Innovation Fund” worth $2 

billion over two years.
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Housing and Neighbourhoods

Background

The massive funding cuts and erosion of 

national housing programs in the 1990s 

continues to fuel a Canada-wide crisis in 

affordable and adequate housing. Owner-

ship housing markets are increasingly out 

of reach for low- to middle-income house-

holds as the federal government continues 

to protect the country’s mortgage markets. 

In recent years, Canada’s private rented 

housing markets have seen rents rise at or 

faster than the rate of inflation while rent-

er household incomes have stagnated or 

fallen. In addition, the relatively small so-

cial housing sector is struggling with ag-

ing stock and tight restrictions on funding 

for new homes.

About one-quarter (3.3 million) of all Can-

adian households are precariously housed, 

living in housing that is unaffordable, over-

crowded, below standard, or a combination 

of all three.1 At least 200,000 Canadians ex-

perience homelessness annually, and as many 

as 1.3 million have experienced homeless-

ness over the past five years.2 While Canada 

doesn’t collect the same range of detailed 

indicators on housing insecurity and home-

lessness as other advanced economies, the 

available numbers suggest that the key di-

mensions of the national housing crisis have 

been worsening since the recession of 2008.3

As noted in previous AFB reports, feder-

al investments in affordable housing have 

been declining since the big program and 

funding cuts of the 1990s. The current cor-

porate plan for Canada Mortgage and Hous-

ing Corporation (CMHC), the federal govern-

ment’s housing agency, shows that further 

funding cuts are ahead. Housing funding 

spiked in 2010 as the two-year, $2-billion 

housing stimulus spending began, but the 

trend since then has been steadily down-

ward. By 2014, national housing invest-

ments will be lower than in 2007, and they 

will continue downward.4

Current Issues

These ongoing cuts will have a devastat-

ing impact on Canada’s existing stock of af-

fordable and social housing (including non-

profit, co-operative, and public housing) as 

long-term operating agreements are termin-

ated by the federal government. CMHC esti-

mates that the supply of affordable and so-

cial housing will be reduced from 626,300 

homes in 2007 to 492,500 in 2017, a reduc-

tion of 133,800 affordable homes, or 21% of 

the national stock.5

While there is a diverse range of hous-

ing needs in local communities across the 

country, there are four major dimensions of 

housing need across Canada:

•	Lack of affordability: Housing is con-

sidered unaffordable when it costs more 

than 30% of household income. House-
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holds in this situation must make critic-

al choices between housing and other 

necessities such as food, transportation, 

clothing, medicine, and child care. Un-

affordablity is the primary component 

of Canada’s housing needs.

•	Lack of supply: Households are put on 

long waiting lists — 10 years or more — for 

affordable and social housing.

•	Sub-standard housing: While the ter-

rible state of housing on many First Na-

tions reserves occasionally gets media 

attention, a significant portion of Can-

ada’s urban, rural, and remote afford-

able housing is aging and falling into 

disrepair.

•	Inadequate supports: A small but sig-

nificant number of Canadians require 

physical or mental health supports to 

allow them to access and maintain their 

housing.

With respect to equity, some groups 

bear a heavier burden of housing insecur-

ity and homelessness, such as Aboriginal 

people (see the chapter on First Nations). 

The rise of homelessness in Canada in the 

1990s has also brought an increasing num-

ber of families, youth, women, and seniors 

into the nationwide housing crisis.

Since the federal government cut fund-

ing and dismantled national housing pro-

grams in the 1990s, housing policies and 

practices across Canada have been increas-

ingly inadequately funded and poorly co-

ordinated. A private member’s bill in Par-

liament in the spring of 2013 would have 

required the federal government to collab-

orate with the provinces, territories, mu-

nicipalities, Aboriginal groups, individual 

communities, and private sectors to create 

a national housing plan.6 The federal gov-

ernment defeated the draft legislation. In 

late fall of 2013, the Federation of Canadian 

Municipalities launched its national “Fix-

ing Canada’s Housing Crunch” campaign, 

which makes housing and homelessness 

the top legislative priorities for Canada’s 

local governments.7

Exacerbating the lack of a national hous-

ing plan is the fact that the federal funding 

cuts have a multiplier effect, since much of the 

funding that has been cut would have been 

matched by provinces, territories, munici-

palities, and affordable housing developers.

The federal budget of March 2013 in-

cluded three housing and homelessness 

commitments:8

•	$119 million per year for five years to ex-

tend the national Homeless Partnering 

Strategy (a slight reduction at a time of 

rising costs);

•	$253 million per year for five years to re-

new the national Investment in Afford-

able Housing (IAH) funding for afford-

able and social housing; and

•	$100 million over two years for new hous-

ing in Nunavut.

The extension of the IAH program has 

been welcomed by housing experts as a 

down payment on a new national housing 

plan. The funding is to be matched by prov-

inces and territories, which brings the an-

nual total to $506 million. However, most 

experts agree that the minimum annual in-
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vestment needed from the federal govern-

ment (and then matched by the provinces 

and territories) is $2 billion.

Since the March 2013 budget, the feder-

al government has not signed any bilateral 

housing agreement to start the flow of the 

promised IAH funding, despite pleas from 

provincial and territorial housing ministers 

and a strong call from Canada’s Premiers at 

the summer meeting of the Council of the 

Federation.

On the eve of National Housing Day 

in November, the federal government an-

nounced that it would allow some social 

housing projects to keep any surpluses they 

have built up through effective management 

of their housing. This provision applies to 

projects that will lose their federal funding 

when their long-term operating agreements 

are terminated.9

AFB Actions

At the federal level, the most critical budget-

ary priorities related to housing and home-

lessness are the following:

•	Protect existing social housing funding.

•	Stop the annual erosion of federal fund-

ing as operating agreements with social 

housing providers are terminated.

•	Increase the amount of funding avail-

able to invest in new social and afford-

able housing, and ensure that existing 

social housing is properly maintained.

The AFB will:

Figure 12 Federal Affordable Housing Expenditures, Including Long-Term Commitments (In Millions)
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•	Honour the federal commitment of $253 

million for new social and affordable 

housing through the extension of the 

Investment in Affordable Housing pro-

gram, which was announced in the 2013 

federal budget but has not yet been im-

plemented.

•	Preserve the existing federal social hous-

ing funding to protect against further 

loss of funding arising from the termin-

ation of operating agreements with ex-

isting housing providers.

•	Re-invest the existing funding in the cur-

rent housing supply to ensure ongoing 

affordability and maintain the housing 

to a proper standard.

•	Increase the federal investment in af-

fordable housing and homelessness to 

$2 billion annually, with this amount to 

be matched by the provinces and terri-

tories. The new funding will be shared 

among the three major housing and 

homelessness initiatives — the Nation-

al Homelessness Partnering Strategy, 

the Investment in Affordable Housing 

funding, and funding for existing so-

cial housing.
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5  CMHC, op. cit.

6  For more information on Bill C-400 see http://www.parl.gc.ca/LegisInfo/
BillDetails.aspx?Language=E&Mode=1&billId=5353445

7  Available at http://www.fcm.ca/home/issues/housing/fixing-canadas-
housing-crunch.htm

8  Available at http://www.budget.gc.ca/2013/doc/plan/chap3-5-eng.
html#a12-Investing-in-Communities

9  Information available at http://www.schl.ca/en/corp/nero/nere/2013/2013-
11-21-1315.cfm

http://www.schl.ca/en/corp/about/anrecopl/upload/Resource-Requirements-CPS-2013-2017.pdf
http://www.schl.ca/en/corp/about/anrecopl/upload/Resource-Requirements-CPS-2013-2017.pdf
http://www.parl.gc.ca/LegisInfo/BillDetails.aspx?Language=E&Mode=1&billId=5353445
http://www.parl.gc.ca/LegisInfo/BillDetails.aspx?Language=E&Mode=1&billId=5353445
http://www.fcm.ca/home/issues/housing/fixing-canadas-housing-crunch.htm
http://www.fcm.ca/home/issues/housing/fixing-canadas-housing-crunch.htm
http://www.schl.ca/en/corp/nero/nere/2013/2013-11-21-1315.cfm
http://www.schl.ca/en/corp/nero/nere/2013/2013-11-21-1315.cfm
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Immigration

Background

All Canadians should be concerned that im-

migrants to Canada are not faring well eco-

nomically. Given the declining birth rate and 

aging population, immigrants will soon be 

the key driving force behind Canada’s eco-

nomic engine.

By 2017, nearly all new entrants into the 

labour market will be immigrants. Also by 

2017, 20% of Canadians will belong to a vis-

ible minority, a phenomenon due largely to 

Canada receiving more immigrants from Asia, 

Central and South America, and the Carib-

bean than from other regions in the world.

The 2011 National Household Survey 

(NHS) found that Canada’s population grew 

by almost 6% between 2006 and 2011, the 

highest increase among G8 countries. Statis-

tics Canada has noted that immigration ac-

counted for two-thirds of the growth in the 

last 10 years. Given the accelerated aging of 

the population between 2011 and 2031, the 

agency warns that without a sustained level 

of immigration or a substantial increase in 

the birth rate, Canada’s population growth 

could be close to zero in 20 years.

Due to the substantial increase in immi-

gration since the mid-1980s, the proportion 

of allophones (people whose mother tongue 

is neither French nor English) in the popu-

lation has doubled — from less than 10% in 

1981 to 20% in 2006. Projections indicate that 

the allophone population could comprise 

up to 32% of the total population by 2031.1

By any measure — income, employment, 

housing conditions, health, etc. — immi-

grants and members of racialized commun-

ities are falling behind their Canadian-born 

and/or non-racialized neighbours. The AFB 

will develop policies and commit resources 

to address growing socio-economic racial 

inequities, which in the recent past has not 

been done adequately.

Current Issues

Persistent, growing disparities

According to the 2011 NHS, Canada has a 

foreign-born population of about 6.7 mil-

lion people, representing 20.6% of the total 

population — the highest proportion among 

the G8 countries. Between 2006 and 2011, 

just over 1 million foreign-born people im-

migrated to Canada. These recent immi-

grants made up 17.2% of the foreign-born 

population and 3.5% of the total Canadian 

population.

Asia (including the Middle East) was 

Canada’s largest source of immigrants dur-

ing the past five years. The vast majority of 

immigrants live in Ontario, British Colum-

bia, Quebec, and Alberta, and most live in 

the largest cities.

The 2011 NHS also reported that 19.1% of 

the total population self-identified as belong-
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ing to a visible minority group, compared to 

16.2% who did so in the 2006 Census. This 

increase was due largely to the number of 

immigrants who arrived in Canada from 

non-European countries. As of 2011, 30.9% 

of the visible minority population were born 

in Canada and 65.1% were born elsewhere 

and came here as immigrants.

Studies based on the last available cen-

sus data show that a colour code in Canada’s 

labour market is causing a significant income 

gap between racialized and non-racialized 

Canadians. Racialized men are 24% more 

likely to be unemployed than non-racial-

ized Canadians, and racialized women are 

48% more likely to be unemployed than non-

racialized men. When controlled for age and 

education, the data show first-generation 

racialized Canadian men earn only 68.7% 

of what other first-generation Canadian men 

earn, while racialized women immigrants 

earn only 48.7% of what non-racialized 

male immigrants earn. More significantly, 

the colour code persists for second-genera-

tion Canadians with similar education and 

age: racialized women earn 56.5% of what 

other non-racialized men earn, and racial-

ized men earn 75.6% of what non-racialized 

men in this cohort earn.2

In November 2011, the Senate Standing 

Committee on Social Affairs, Science and 

Technology began to “examine and report 

on social inclusion and cohesion in Can-

ada.” In June 2013, the Committee released 

its report. It found that certain groups, in-

cluding recent immigrants and visible min-

orities, are far more likely to face exclusion 

than others. The study also found that highly 

educated recent immigrants face barriers to 

working in their fields, and that in contrast 

to historical trends, immigrants in general 

are not achieving the same levels of econom-

ic returns as Canadian-born citizens. A sim-

ilar finding was noted for visible minorities, 

who continue to face challenges related to 

participating fully in Canadian society, par-

ticularly with respect to employment oppor-

tunities. Labour force participation rates for 

visible minorities are lower than for non-vis-

ible minorities, and the unemployment rate 

of racialized people who are seeking work 

is higher than for their Caucasian counter-

parts. Low incomes, precarious employ-

ment, and higher rates of unemployment 

result in disproportionate levels of poverty 

among visible minorities.3

Refugees

Since the passage of the Protecting Can-

ada’s Immigration Act (Bill C-31) in 2012, the 

rights of asylum seekers have been signifi-

cantly affected, a two-tier refugee system 

has been created, and the number of indi-

viduals claiming refugee status in Canada 

has dropped dramatically.

Canada received over 10,000 asylum 

claims in the first half of 2012, compared 

with only half as many (4558) in the first 

half of 2013.

The government has also made a num-

ber of changes to the Interim Federal Health 

Plan (IFH). For example, it has cancelled 

much health coverage for many refugees — in-

cluding all new refugees from the so-called 

Designated Countries. Exceptions are med-

ical services to diagnose, prevent, or treat 

diseases that pose a public health risk or 
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conditions that pose public safety concerns. 

These changes put all refugees at risk, es-

pecially women and those with additional 

vulnerabilities. While the cuts ostensibly 

save taxpayers’ costs, denying health ser-

vices to refugees may eventually add to the 

burden on the health system. Also, confu-

sion about who is and is not covered by IFH 

has resulted in some eligible claimants be-

ing denied treatment.4

Increasingly, the federal government is 

revoking protected person and permanent 

resident status from refugees when they 

travel to their country of origin for any rea-

son. This approach puts refugees’ lives at 

risk and incurs costs.5

Regulations and other bills

In 2013, the government introduced chan-

ges to the Immigration and Refugee Protec-

tion Regulations to further limit the num-

ber of family class immigrants to Canada. 

These changes, which took effect on Janu-

ary 1, 2014, increase the sponsor’s eligible 

income requirement to 30% above the low 

income cut-off, double the sponsorship per-

iod for parents and grandparents (PGP) to 

20 years, and cap the number of PGP ap-

plications at 5,000 a year. Those most like-

ly to be negatively affected by these chan-

ges are members of racialized communities, 

refugees, women, and others who are dis-

advantaged by their socio-economic status.

As a result of the changes to citizenship 

regulations and administrative procedures, 

the time it takes for immigrants to gain cit-

izenship has been increased over the last 

year; reports suggest a wait of 36 months or 

longer. At the end of 2012, the backlog of cit-

izenship applications was 350,000 people.6 

According to the Maytree Foundation, there 

are many factors contributing to the delay:

•	The residence questionnaire, which re-

quires individuals to provide informa-

tion and a variety of documents to prove 

they have lived in Canada for three years. 

Many find it difficult to do this within 

the stipulated 45-day timeframe, espe-

cially without advance notice that this 

is necessary.

•	The new proof of knowledge of an offi-

cial language requirement, which is a 

significant deterrent to many applicants.

•	The increase in citizenship exam failure 

rates as a result of changes made in 2009 

and 2011 to the citizenship study guide.7

•	Processing times are getting longer at 

every stage. According to the Citizenship 

and Immigration Canada (CIC) website, 

it takes 21 months to process “routine 

Canadian citizenship applications.”8

These developments and others reduce 

the pool of potential citizens.9

Immigrant settlement services

Immigrant settlement and integration ser-

vices help newcomers settle in Canada and 

address a range of needs, such as language 

classes, labour market access, information 

about housing, and health care.

Citizenship and Immigration Canada is 

the largest funder of immigrant settlement 

services and has control of settlement pro-
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grams in most provinces and territories ex-

cept Quebec. Management control of the pro-

grams in Manitoba reverted to CIC in April 

2013, and CIC will take management con-

trol of B.C. settlement programs in 2014–15.

At the 2013 National Settlement Confer-

ence, delegates from the immigrant- and 

refugee-serving sectors identified eligibility 

criteria as a major barrier to successful settle-

ment and integration of a growing number 

of newcomers. There was broad agreement 

that while there should be a focus on tem-

porary foreign workers (TFWs) and inter-

national students (since they have pathways 

to permanent residency), services should 

be made available to refugee claimants, mi-

grant workers, and citizens based on need 

rather than immigration status. Vulnerable 

populations such as refugee and immigrant 

youth, isolated seniors, women, people with 

disabilities, and those facing domestic vio-

lence face some of the biggest systemic bar-

riers to settlement and integration; they 

should continue to be a priority in immi-

grant settlement programming.

The recent legislative and regulatory 

changes have increased the burden for agen-

cies that serve immigrants and refugees be-

cause newcomers turn to them for help in 

understanding the new rules. There is also 

high demand for assistance from permanent 

residents attempting to navigate the citizen-

ship application process, which has become 

more complicated and more protracted.

Sector delegates at the conference noted 

that the current funding scheme for immi-

grant settlement services is restrictive because 

it is formula-based rather than needs-based. 

This approach limits the autonomy of agen-

cies and inhibits innovation and responsive-

ness to community needs. It has also often 

resulted in CIC returning unused funds to 

Treasury Board rather than allowing fund-

ed agencies to reallocate them to address 

emerging needs and service enhancements.

Temporary foreign workers

Employer demand for temporary foreign 

workers (TFWs) has remained steady. By De-

cember 1, 2012, there were roughly 350,000 

TFWs in Canada compared to just over 100,000 

in 2003.10 In April 2013, the government an-

nounced administrative changes to the TFW 

program which, among other things:

•	required employers to pay TFWs at the 

prevailing wage by removing the exist-

ing wage flexibility;

•	temporarily suspended the Accelerated 

Labour Market Opinion (LMO) process;

•	increased the government’s authority to 

suspend and revoke work permits and 

LMOs if the program is being misused;

•	ensured that the TFW program is not 

used to facilitate the outsourcing of 

Canadian jobs;

•	ensured that employers who rely on TFWs 

have a firm plan to transition to a Can-

adian workforce over time; and

•	introduced fees for employers for the 

processing of LMOs, increase the fees for 

work permits, and identify English and 

French as the only languages that can 

be used as a job requirement.11
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These changes came about after the 

media reports on the Royal Bank’s use of 

foreign workers sparked public outrage 

and brought renewed focus on the TFW pro-

gram.12 While promising reform to address 

abuse by employers, the government con-

tinued to identify the TFW program as a key 

component of their economic action plan 

to respond to the “labour shortage,” and it 

has not adequately addressed the barriers 

immigrants and other Canadians face in ac-

cessing the labour market.

Live-in Caregiver Program

Research shows that the family separa-

tions resulting from this program may in-

crease intergenerational conflict (parent-

children), create a sense of alienation felt by 

children who are left behind and only join 

their mother years later, and cause general 

upheaval in the family.

According to the CIC website, the aver-

age processing time for live-in caregivers 

to obtain permanent resident status is 39 

months, compared to 13 months for an ap-

plicant in the Canadian Experience Class.

Further, groups such as the Canadian 

Council for Refugees have urged the remov-

al of the requirement for caregivers to live at 

their place of employment. This would al-

low them to migrate with their families as 

other TFWs (excluding seasonal agricultur-

al workers) do.

In October 2013, Citizenship and Immi-

gration Minister Chris Alexander announced 

Canada will admit 17,500 permanent resi-

dents through the Live-in Caregiver Pro-

gram in 2014, the highest number of such 

admissions in a single year since the pro-

gram began in 1993.13

Employment

A 2011 report by the Wellesley Institute and 

the Canadian Centre for Policy Alterna-

tives found that the wages of racialized 

workers — both immigrants and Canadian-

born — are falling behind. Earnings by male 

visible-minority newcomers were just 68.7% 

of those of white males.14

A recent study by Statistics Canada15 

found a significant difference in earnings 

and pension coverage between immigrant 

and native-born workers. The study exam-

ined the employment and earnings trajec-

tories of a specific cohort of immigrant and 

native-born workers from 1991 to 2010. While 

immigrants with advanced education did 

much better in the labour market than their 

less educated peers, they had lower earn-

ings and smaller pensions than native-born 

workers with similar education. Although 

this study did not disaggregate the analysis 

by race and ethnicity, the findings of other 

studies that do, indicate that racialized im-

migrants are among the worst off in labour 

market outcomes.

Racialized and immigrant workers are 

over-represented in contingent-type work, 

and such work conditions don’t allow them 

to qualify for EI even though they pay into 

the plan. Workers who have not made sig-

nificant contributions to the EI program over 

time cannot collect benefits. The Mowat 

Centre EI Taskforce16 concluded that new 

immigrants and young workers are dispro-

portionately affected by this. Until recent-
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ly, federal-provincial labour market agree-

ments allowed provinces and territories to 

use federal funding to provide labour mar-

ket training and supports to those who do 

not qualify for EI. With the introduction 

of the Canada Jobs Grant, which was an-

nounced in the 2012 budget, the provinces 

and territories will lose these funds, and im-

migrant workers will feel the biggest impact 

of this change.

AFB Actions

To address these issues, the AFB will take 

the following actions:

•	Immigrant employment disparities: Pro-

vide financial incentives for employers 

to practise employment equity, includ-

ing tax incentives to hire, train, retain, 

and promote workers from target groups 

and immigrants who have been in Can-

ada for 10 years or less.

•	Refugees: Eliminate the two-tier refugee 

system created by Bill C-31, and end the 

practice of revoking protected person 

and permanent resident status of refu-

gees who travel to their country of origin.

•	Regulations and other bills: eliminate 

the minimum income requirement for 

family class sponsorship.

•	Immigrant settlement services: Make 

these services available on the basis of 

need rather than immigration status, 

thus allowing refugee claimants, migrant 

workers, and citizens to access them.

•	Temporary foreign workers: Close the 

TFW program and focus on streamlining 

full citizenship immigration instead.

•	Live-in caregivers: Remove the restrict-

ing of residency to place of work.

Notes
1  Statistics Canada. (2011). Languages. http://www.statcan.gc.ca/pub/11-
402-x/2011000/chap/lang/lang-eng.htm

2  Block, Sheila, and Grace-Edward Galabuzi. (2011). Canada’s Colour Coded 
Labour Market: The Gap for Racialized Workers. Toronto: Wellesley Institute.

3  Senate of Canada. (June 2013). In From the Margins, Part II: Reducing 
Barriers to Social Inclusion and Social Cohesion. http://www.parl.gc.ca/
Content/SEN/Committee/411/soci/rep/rep26jun13-e.pdf
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5  http://ccrweb.ca/en/protect-refugees-c31-statement
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Income Inequality, 
Poverty, and Wealth

Background

Over the past year, income inequality has 

become an unavoidable topic in the main-

stream press, debated by analysts, polit-

icians and voters alike.

The debate has triggered a renewed dis-

cussion about poverty across the country. 

All the provinces and territories, with the ex-

ception of British Columbia and Saskatch-

ewan, now have poverty-reduction plans in 

place or in development.

At the federal level, all parties supported 

a House of Commons motion directing the 

federal government to “develop an immedi-

ate plan to eliminate poverty in Canada” in 

2009. That same year a Senate report also 

urged the federal government to “adopt a 

poverty-eradication goal.”1 In November 

2010, a House of Commons Committee re-

leased a report on the federal role in poverty 

reduction, recommending, “That the fed-

eral government join with the provinces 

to introduce an action plan for reducing 

poverty in Canada.”2

The federal government, however, has 

not acted and has seemingly dismissed the 

need to act. In his November 2013 Econom-

ic and Fiscal Update, the Finance Minis-

ter said, “The share of Canadians living in 

low-income families is the lowest on rec-

ord”.3 That is a contestable statement, as 

this chapter will show.

In April 2013, Canada underwent its 

second review by the United Nations Hu-

man Rights Council as part of the Universal 

Periodic Review process. Canada’s human 

rights record was under the scrutiny of its 

peers, a number of whom recommended the 

adoption of national strategies for poverty, 

homelessness and food security. The federal 

government, however, rejected these calls, 

claiming instead that policies and programs 

at the provincial and regional level were suf-

ficiently addressing poverty.4

Not so. As the Caledon Institute recently 

noted, “While the provinces and territories 

can and should make an important contri-

bution to reducing poverty, the federal gov-

ernment must also be engaged and do its 

part. It has at its disposal the most potent 

instruments to fight poverty and inequal-

ity.”5 The Government of Canada has lead 

responsibility for poverty rates among Ab-

original people and seniors, and a core role 

to play in reducing poverty among children, 

recent immigrants, and people with dis-

abilities. It is also responsible for ensuring 

Canada abides by the conventions to which 

we are signatory, such as the Internation-

al Covenant on Economic, Social, and Cul-

tural Rights.
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Five years after the economic crisis dis-

placed a record number of workers in nine 

short months, millions of Canadians con-

tinue to struggle with unemployment, under-

employment and precarious work. Employ-

ment Insurance benefits now reach less than 

four in ten unemployed workers, a level not 

seen since 1944.6 The provincial social as-

sistance system is a shadow of what it was 

during the previous recession in the early 

1990s. The purchasing power of welfare bene-

fit rates has plummeted, and new rules have 

made assistance harder to get, often requir-

ing people to liquidate their savings before 

receiving help.7 Those facing job loss, the 

loss of a spouse, the loss of good health, or 

old age, find that the social safety net meant 

to catch them has been shredded.

But there is nothing inevitable about 

poverty in a society as wealthy as Can-

ada’s. Evidence from other countries dem-

onstrates how governments that commit to 

bold action plans get results.8 Canada had a 

similar experience when it chose to tackle 

poverty among the elderly in the 1960s: as 

a result, the lowest rate of poverty for any 

demographic group in Canada has been, by 

far, that for seniors.

Inequality

Poverty and income inequality are distinct 

yet related phenomena. Without question, 

reducing poverty is a matter of urgency. But 

inequality shapes our view of that urgency. 

International research reveals an important 

link: the higher the rate of inequality among 

people, the higher the rate of poverty that 

is tolerated.9

In the past, inequality trends were driv-

en by what happened to people at the bot-

tom of the income spectrum. More recent-

ly, it has been shaped by what happens at 

the top. Inequality used to widen in the 

wake of recession. Now it widens during 

good times too.

While inequality in Canada may be less 

extreme than in the U.S., it is growing at a 

faster rate here.10 By 2011, the average af-

ter-tax income of the richest 10% of non-

elderly households was 21 times that of the 

average incomes of the poorest 10%, high-

er than at any point on record since 1976.11 

The richest 1% received 32% of all income 

gains between 1997–2007. That is four times 

their share of total income gains during the 

1960s, a similarly robust period of growth, 

and almost double their share of growth 

during the 1920s.12

Income inequality in Canada is also high-

ly racialized and gendered. As a March 2011 

CCPA report notes, “A colour code is still at 

work in Canada’s labour market”; for every 

dollar earned by white Canadians, racialized 

Canadian workers earned only 81.4 cents.13

In very concrete terms, in more unequal 

societies the rich bid up the cost of basic 

goods, such as housing, causing afford-

ability problems for lower-income house-

holds. The squeeze-play on household in-

comes (downward pressure on wages, rising 

costs) is being managed by higher house-

hold debt or just spending less, making it 

bad for business too.14
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We all pay for poverty and inequality

Study after study links poverty with poorer 

health and higher health care costs, higher 

justice system costs, more demands on so-

cial and community services, more stress 

on family members, and diminished school 

success, not to mention huge costs associat-

ed with reduced productivity and foregone 

economic activity.

A study published by the Ontario Asso-

ciation of Food Banks calculated the cost of 

poverty in Canada to be between $72.5 bil-

lion and $86.1 billion (or about 6% of Can-

ada’s GDP).15 A more recent report by the Na-

tional Council of Welfare (published shortly 

before the federal government cut its fund-

ing) finds: “[t]he poverty gap in Canada in 

2007 — the money it would have taken to bring 

everyone just over the poverty line — was 

$12.3 billion. The total cost of poverty that 

year was double or more using the most cau-

tious estimates.”16

Just as we all pay for poverty, so too do 

we pay for inequality. Groundbreaking work 

by epidemiologists Richard Wilkinson and 

Kate Pickett, for example, surveys indus-

trialized countries and finds that income 

inequality is correlated with increased ad-

diction levels and mental health problems, 

more teenage pregnancy, and more violence 

and crime.17 Their evidence shows it is not 

just the poor who experience worse health 

in more unequal societies, but middle- and 

upper-income households as well.18

Income inequality is also linked to dimin-

ished generational income mobility, under-

mining the cherished Canadian ideal of 

equality of opportunity.19 If lower-income 

children are more likely to remain poor, we 

are all denied their future economic contribu-

tions. Given an aging population, the econ-

omy of the future can ill afford to discount 

the skills and contributions of a significant 

and growing share of the next generation.

Current Issues

The case for a federal plan

In the wake of the financial crisis, employers 

are increasingly maintaining and improv-

ing profits by trimming costs — particular-

ly wages, benefits and pensions.

Since the recovery began in 2009, growth 

in temporary positions has outpaced growth 

in permanent jobs.20 Public sector jobs, 

which fuelled employment growth in the 

early phase of recovery with expansion in 

the health and education sectors, are now 

the focus of deficit-cutting plans.

While the depth of poverty is primarily 

a story of inadequate provincial social as-

sistance, the breadth of poverty is primar-

ily a low-wage story. This reality has been 

exacerbated by the federal government’s 

emphasis on accelerating the approval of 

the Temporary Foreign Workers Program, 

which allows employers to pay temporary 

foreign workers up to 15% below the pre-

vailing wage. The influx of temporary for-

eign workers now outpaces that of econom-

ic immigrants for the first time in Canada’s 

history.21 The expanding use of the Tempor-

ary Foreign Worker Program has served to 

suppress the wages of workers in markets 

where there has been no evidence of labour 
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or skill shortages, the ostensible reason for 

the program.

Historically low levels of income sup-

port and growth in insecure, poor-paying 

jobs led an estimated 833,000 individuals 

to food banks across Canada in March 2013, 

still 23% more people than before the re-

cession hit in 2008.22 Food insecurity has 

risen dramatically since 2008 as well, with 

3.9 million people in Canada now experien-

cing some level of food insecurity.23

By any measure, there was a rise in 

poverty rates in Canada immediately follow-

ing the onset of the 2008 recession. Wheth-

er they have since returned to pre-recession 

levels, however, depends on the measure 

used. According to Statistics Canada’s low-

income cut-off after-tax (LICO), the over-

all poverty rate fell to a new low of 8.8% 

in 2011. The federal government is keen to 

point to these LICO numbers.24 But Statis-

tics Canada notes that the low-income meas-

ure after-tax (LIM) is the preferred measure 

for international comparisons, and many 

provinces now use it for tracking progress 

on poverty reduction.25

Poverty as measured by the LIM was 

12.6% across Canada in 2011, slightly high-

er than before the recession. While poverty 

has modestly declined in recent years for 

children using the LIM (likely reflecting 

some success of provincial poverty reduc-

tion plans), this measure captures a dis-

turbing re-emergence of poverty among 

seniors. The choice of measure also deter-

mines how many Canadians struggle with 

poverty: three to four million Canadians, and 

anywhere between 600,000 and 967,000 of 

them children.

Half of all First Nations children live in 

poverty.26 Poverty rates are also higher for 

recent immigrants, off-reserve Aboriginal 

people, single senior women, single moth-

ers, and people with disabilities. Campaign 

2000’s most recent report card notes that 

a greater proportion of Canadian families 

raising children are living in poverty to-

day than in 1989, when parliamentarians 

of every political stripe committed to elim-

inating child poverty by the year 2000. The 

rate of child poverty (as measured by LIM) 

was higher despite the fact that Canada’s in-

flation-adjusted GDP went up by 67%, from 

$994 billion to $1.661 trillion, between 1989 

and 2012 (measured in constant dollars).27 

A higher child poverty rate was accompan-

ied by a greater proportion of poor families 

with children that had at least one parent 

working full-time, full-year (37% in 2011, 

compared to 33% in 1989).28

For these Canadians, the issue is not 

just making ends meet, but being able to 

plan for the future, develop skills, or par-

ticipate in the social, cultural, and political 

life of their communities. Temporary bouts 

of poverty may be overcome, but evidence 

shows that poverty is deepening and its dur-

ation lengthening, leaving a scarring legacy 

on individual lives and communities across 

the country. Persistent poverty represents a 

violation of economic and social rights en-

shrined in international law, and a squan-

dering of human potential.
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AFB Actions

Setting clear targets

The AFB adopts the following indicators, 

targets, and timelines:

•	Reduce Canada’s poverty rate by 25% 

within five years (by 2019), and by 75% 

within a decade.

•	Ensure the poverty rate for children and 

youth under 18, lone-mother house-

holds, single senior women, Aborigin-

al people, people with disabilities, re-

cent immigrants and racialized people 

also declines by 25% in five years, and 

by 75% in 10 years, in recognition that 

poverty is concentrated within these 

populations.

•	In two years, ensure every person in Can-

ada has an income that reaches at least 

75% of the poverty line.

•	In two years, ensure there is sufficient 

emergency shelter that no one has to 

sleep outside, and within 10 years en-

sure there is sufficient stock of quality, 

appropriate, and affordable housing for 

all Canadians.

•	Reduce the number of Canadians who 

report both hunger and food insecurity 

by half within two years.

To achieve these targets, the AFB will 

take action in the following key policy areas:

•	Establish a legal framework by which the 

federal government will provide leader-

ship on poverty and inequality issues, 

and a plan to eradicate poverty.

Figure 14 Poverty Rates in Canada, Three Measures
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•	Work collaboratively with the provinces, 

territories and Aboriginal organizations 

to renew and extend the Canada Social 

Transfer.

•	Introduce a new federal transfer pay-

ment to the provinces, tied to helping 

them achieve their poverty-reduction 

goals (as recommended in the 2010 re-

port of the House Standing Committee 

on Human Resources, Skills and Social 

Development and the Status of Persons 

with Disabilities).

•	This innovative transfer will be worth 

$2 billion in both the first and second 

year, over and above the costs as-

sociated with the federal measures 

outlined below. It is specifically de-

signed to assist provinces and terri-

tories to meet clear poverty-reduction 

targets. In the first year, there are 

no strings attached to the transfer. 

In subsequent years, however, only 

provinces that demonstrate improve-

ment in income supports and show 

progress on a number of other out-

come indicators will continue to re-

ceive federal support. The intent of 

this transfer is to ensure that the li-

on’s share of these funds helps prov-

inces improve social assistance and 

disability benefit rates and eligibility.

•	Provide adequate and accessible in-

come supports.

•	Legislate an Act to reinstate min-

imum national standards for provin-

cial income assistance (to ensure that 

welfare is accessible and adequate).

•	Immediately double the refundable 

GST credit and lengthen the phase 

out to include more families (Cost: 

$4.5 billion/year).29

•	Double the National Child Benefit 

Supplement (NCBS) in order to re-

duce child poverty by 26% (Cost: 

$3.1 billion/year).

•	Cancel the Universal Child Care Bene-

fit (UCCB) (Savings: $2.0 billion).

•	Improve the earnings and working condi-

tions of those in the low-wage workforce.

•	Re-establish a federal minimum wage 

covering all workers under federal 

jurisdiction (set at $12 and indexed 

to inflation).

•	Commit the federal government to 

becoming a Living Wage employer, 

and ensure that federal contracts go 

only to service providers who simi-

larly pay the Living Wage.30

•	Review and scale-back the Tempor-

ary Worker Programs, and extend 

landed immigrant status to those 

who come to Canada for work, with 

full labour rights (see the Immigra-

tion chapter).

•	Address homelessness and the lack of 

affordable housing (see the Housing and 

Neighbourhoods chapter).

•	Provide universal publicly funded child 

care (see the Early Childhood Education 

and Child Care chapter).



116 Canadian Centre for Policy Alternatives

•	Provide support for training and educa-

tion (see the Post-Secondary Education 

and Sectoral Development chapters).

Reducing inequality

The AFB’s comprehensive strategy to tackle 

the growing gap in Canada will be based on 

a five-point plan:

•	Halt and reverse Canada’s drift towards 

an economy based primarily on resource 

extraction and a low-paid service sec-

tor by establishing an industrial policy 

that emphasizes the creation of value-

added jobs in the primary sector of the 

economy, rebuilds manufacturing cap-

acity with well-paid jobs, and invests in 

research and development to accelerate 

energy-efficient production and use of 

sustainable energy sources.

•	Enhance the infrastructure and public 

services upon which most Canadians rely 

(child care, education, housing, transit, 

etc.), thereby stretching paycheques and 

improving the purchasing power of the 

broad middle class.

•	Rebalance the bargaining relationship be-

tween capital and labour through meas-

ures that support collective bargaining, 

enforce and enhance the employment 

standards of vulnerable workers, and lim-

it the use of temporary foreign workers.

•	Prioritize improvements in the incomes of 

all low- and middle-income households 

(better public pensions, higher minimum 

wages, the widespread adoption of living 

wage policies, and improved supports 

for the ill, unemployed, young and old).

•	Increase the progressivity of Canada’s 

overall tax regime, and reduce tax exemp-

tions for high income and highly profit-

able corporations (see the Fair and Pro-

gressive Taxation chapter).
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International Development

Background

On October 2013, roughly six months after 

the federal government tabled Budget 2013, 

the world marked the twentieth anniver-

sary of the International Day for the Eradi-

cation of Poverty. In 1993, as the UN began 

a series of international conferences on so-

cial and environmental issues, the UN Gen-

eral Assembly designated a day to promote 

awareness of the need to eradicate poverty 

worldwide.

Also in 2013, donors and developing 

countries made proposals for the global 

framework to replace the UN’s Millennium 

Development Goals (MDGs) when they ex-

pire in 2015. To succeed, these post-2015 

goals must address inequality, inequity, 

and human rights issues. They must also 

ensure inclusive social and economic de-

velopment, environmental sustainability, 

and peace and security for all.

To help countries meet the MDGs, donor 

commitments at the turn of the millennium 

significantly reversed the downward trend 

of official development assistance (ODA)1 

spending. But since the 2008 global financial 

meltdown, many donors have broken past 

promises and begun slashing aid budgets. 

Some have not, however — the United King-

dom will meet the UN target of 0.7 % of Gross 

National Income (GNI) in 2013.

Nevertheless, after a worldwide 63% in-

crease in ODA spending between 2000 and 

2010,2 and “14 years of real growth in aid 

since 1997 (discounting years of unusual-

ly high debt relief),”3 the Organisation for 

Economic Co-operation and Development’s 

(OECD) Development Assistance Committee 

(DAC) noted that aid declined in real terms 

by 2% in 2011, and by a further 4% in 2012.4 

Those most in need suffered disproportion-

ately. For example, bilateral aid to sub-Sa-

haran Africa fell by 7.9% between 2011 and 

2012, and net bilateral ODA to least developed 

countries fell by 12.8%.

Canada’s aid budget is also decreasing. 

In Budget 2012, the government announced 

that the International Assistance Envelope 

(IAE) would drop by more than $350 million 

over the next three years to $4,622 million in 

2014, just ahead of the 2015 MDG milestone.

While remittances and foreign direct in-

vestment are important sources of develop-

ment financing, aid remains an essential 

backstop for many countries, particularly 

low-income countries and fragile and con-

flict-affected states. Aid is also the most ap-

propriate investment for interventions that 

target marginalized people and those living 

in poverty, especially where governments 

cannot provide their citizens with minimum 

basic services.

While the global community has made 

significant progress toward achieving some 

of the MDGs over the past decade, as we 

approach 2015 we need to redouble our ef-

forts to eradicate global poverty. Beyond 
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2015, Canada must do its part to promote 

universal, sustainable development goals 

that address inequality, inequity, and hu-

man rights, and that leave no one behind 

at home or abroad.

Current Issues

Overview of the 2012 Budget cuts

Budget 2012 delivered a punishing message 

to the world’s poor. Between fiscal years 

2011–12 and 2014–15, the International As-

sistance Envelope (IAE) for Canadian aid is 

set to decrease by 7.6%, from $5 billion in 

2011 to $4.66 billion in 2014–15.

Based on the 2011–12 and 2012–13 edi-

tions of the government’s Statistical Report 

on International Assistance, the cuts have 

actually been less stark. The Canadian Coun-

cil for International Co-operation (CCIC) es-

timates that ODA dropped from $5.51 billion 

in 2011–12 to $5.35 billion in 2012–13, or ap-

proximately 3%. However, the drop in real 

ODA (see endnote 1) was roughly double 

that at 6.2%. Much of this decrease was due 

to CIDA under-spending existing budgets,5 

which exacerbates the already harsh cuts to 

the aid budget announced in 2012.

CCIC also projects that these cuts will 

move Canada’s aid spending from 0.34% of 

GNI in 2010–11, to 0.30% of GNI in 2012–13, 

and to 0.25% by 2014–15. The last time Can-

ada’s ODA performance was as low as 0.23% 

of GNI was in 2003–04, just as Canada began 

to increase its aid by 8% annually.

CIDA-DFAIT merger and the 
Global Market Action Plan

The ODA Accountability Act requires that 

poverty reduction and human rights stan-

dards be determining factors in allocating 

aid. In April 2013, the Auditor General tacit-

ly criticized the government for failing to 

meet this criterion: “In our view, because 

section 4(1) of the Act stipulates that ODA 

‘may be provided only if’ the Minister is of 

the opinion that the three conditions have 

been met [reduction of poverty, consider-

ation of the perspectives of the poor, and 

consistency with human rights standards], 

this opinion needs to be formed before pay-

ments are made,” rather than used post hoc 

for determining what should be reported as 

ODA.6 The Auditor General stated that the 

government did not use the three criteria to 

determine how it allocated money to multi-

lateral institutions. Instead, Canada is mov-

ing toward using its aid to promote its own 

commercial interests.

In June 2013, the government passed legis-

lation that merged the Canadian Internation-

al Development Agency (CIDA) and the De-

partment of Foreign Affairs and International 

Trade (DFAIT) to create the new Depart-

ment of Foreign Affairs, Trade and Develop-

ment (DFATD). The legislation strengthens 

the mandate of the Minister of Internation-

al Development and promises to put “de-

velopment on an equal footing with trade 

and diplomacy.”7 These are both welcome 

initiatives,8 but at the same time the gov-

ernment is shifting its focus from poverty 

reduction (reducing the underlying causes 

of poverty) to poverty alleviation (reducing 
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the symptoms of poverty), and from promo-

ting principles that ensure aid is effective to 

promoting Canadian values and prosperity.

In November 2012, Julian Fantino, then 

the Minister of International Development, 

noted that developing countries provide Can-

ada with huge business opportunities (es-

pecially in the extractive sector), and that 

aid and business working together could 

contribute to “Canada’s long-term prosper-

ity and security.”9 A year later, in November 

2013, International Trade Minister Ed Fast 

introduced Canada’s new “Global Markets 

Action Plan,” heralding a seismic shift in 

Canadian foreign policy in which “all Gov-

ernment of Canada diplomatic assets are 

harnessed to support the pursuit of com-

mercial success by Canadian companies 

and investors.”10 The potential implications 

for Canadian development policy and prac-

tice are deeply troubling.

Cognizant of the fine line that donors 

tread between promoting their own coun-

try’s commercial interests and working to-

ward development objectives, the OECD 

DAC’s 2012 Peer Review called on Canada 

to ensure that development objectives and 

partner country ownership are paramount 

in the activities and programs Canada sup-

ports.11 Canada has now crossed the line into 

promoting our own interests.

AFB Actions

In 2014, the Canadian government has the 

opportunity to provide leadership on a post-

2015 global framework for sustainable, in-

clusive, and equitable growth and develop-

ment that leaves no one behind. To do so 

the AFB will:

•	Help build an accountable, effective 

framework to ensure sustainable de-

velopment outcomes for all, in particu-

lar the most marginalized and impover-

ished. In 2014, the UN will continue to 

assess progress on the MDGs and pre-

pare the ground for new post-2015 de-

velopment goals. The AFB will provide 

international leadership and support a 

set of goals with an accountability frame-

work that addresses the root causes of 

poverty by building on its experience 

with the UN Commission on Informa-

tion and Accountability for Women and 

Children’s Health.

•	Increase and enhance its aid commit-

ments to end global poverty. In 2014, the 

AFB will follow the OECD DAC’s sugges-

tion12 and begin to peg ODA at 0.31% of 

GNI (the average of all DAC donors’ per-

formance) until the government posts 

a surplus (at which point the govern-

ment can plan a longer-term timetable 

of increases). Using the latest GNI fig-

ures from the November Fiscal Update, 

this would entail increasing Canada’s 

IAE from $4.76 billion in 2013–14 (ac-

cording to budget 2012) to $5.71 billion 

in 2014–15, $5.98 billion in 2015–16, and 

$6.27 billion in 2016–17.13 Without this 

enhanced commitment, Canada’s IAE 

is expected to be $4.66 billion in each 

of the next three fiscal years. Thus, the 

increases over this base are $1.1 billion 

in 2014–15, $1.3 billion 2015–16 and $1.6 

billion in 2016–17.
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Although the initial leap from the 2013–

14 IAE is a big one (an increase of $957.5 mil-

lion, or 20.1%), subsequent years will be, 

respectively, 4.7% and 4.8% lower than the 

increase the government was implementing 

up until 2010. These AFB increases will also 

be linked to growth of the Canadian econ-

omy in the next few years.

In keeping with the criteria of the ODA 

Accountability Act and the recommenda-

tion of the OECD DAC, these resources will 

be prioritized for the poorest and most mar-

ginalized populations, in particular for sub-

Saharan Africa, low-income countries, and 

fragile and conflict-affected states. At the 

same time, the allocation amounts will ac-

knowledge that significant levels of poverty 

continue to exist in lower middle–income 

countries.

•	Enhance the quality and effectiveness 

of Canadian aid. Before the High-Level 

Meeting (HLF) of the Global Partnership 

for Effective Development Co-operation 

scheduled for April 2014, the AFB will 

develop a forward-looking agenda and 

action plan on effective development 

cooperation that builds on the commit-

ments made at the Fourth High-Level 

Forum on Aid Effectiveness (HLF4) in 

Busan, including those made at pre-

vious HLFs. For example, the AFB will 

align aid spending with the priorities 

and development plans of developing 

countries where these plans exhibit ef-

forts at democratic ownership. This will 

make Canada’s spending more predict-

able and allow continued progress in aid 

transparency.

One year on from the legislation that 

merged CIDA and DFAIT into DFATD, the 

AFB will announce a framework to ensure 

that broader Canadian government policy 

on trade, investment, and foreign affairs is 

coherent with Canadian development policy 

objectives, including international human 

rights standards. The AFB will also have 

DFATD re-assess its current funding arrange-

ments and funding levels for Canadian civil 

society organizations (CSOs) and ensure they 

are aligned with the Busan commitment to 

provide an enabling environment for a di-

versity of CSOs “consistent with internation-

al rights, that maximizes the contributions 

of CSOs to development.”

•	Echo efforts to tackle poverty abroad with 

leadership and robust action at home. 

The AFB will urgently address poverty, 

homelessness, and hunger in Canada, 

starting with the adoption of national 

intergovernmental strategies based on 

national and international human rights 

principles such as equality and non-dis-

crimination. These efforts will include 

independent monitoring and review 

with enforceable targets and timelines. 

(See the chapter on Income Inequality, 

Poverty, and Wealth.)
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http://www.oecd.org/document/30/0,3746,en_2649_3236398_46010014_1_1_1_1,00.html
http://www.ccic.ca/_files/en/what_we_do/2013-04-30_Press_release_Bill_C_60.pdf
http://www.ccic.ca/_files/en/what_we_do/2013-04-30_Press_release_Bill_C_60.pdf
http://international.gc.ca/global-markets-marches-mondiaux/index.aspx?lang=eng&utm_source=DFATDMAECD&utm_medium=DFATDMAECDsld-en&utm_campaign=GMAP-PAMM
http://international.gc.ca/global-markets-marches-mondiaux/index.aspx?lang=eng&utm_source=DFATDMAECD&utm_medium=DFATDMAECDsld-en&utm_campaign=GMAP-PAMM
http://international.gc.ca/global-markets-marches-mondiaux/index.aspx?lang=eng&utm_source=DFATDMAECD&utm_medium=DFATDMAECDsld-en&utm_campaign=GMAP-PAMM
http://www.oecd.org/development/peerreviewsofdacmembers/canadapeerreview2012.pdf
http://www.oecd.org/development/peerreviewsofdacmembers/canadapeerreview2012.pdf
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Post-Secondary Education

Background

Canadian students are facing a combina-

tion of challenges unseen by previous gen-

erations: record-high levels of student debt, 

tuition fees that have tripled since the 1990s, 

and youth unemployment levels that are 

twice as high as those of the general popu-

lation. Getting a post-secondary education 

has become almost a prerequisite for par-

ticipating in the workforce, even though 

education is much less affordable now than 

30 years ago. Young workers without some 

form of post-secondary education have sig-

nificantly higher unemployment rates than 

those who have such an education. The un-

employment rate for youth aged 15 to 24 who 

have a high school diploma is 16%; the rate 

for those with a post-secondary certificate 

or diploma is 9.5%.1

The federal government has a key role to 

play in Canada’s post-secondary education 

system. Without federal direction, post-sec-

ondary education is taking divergent paths 

based on shifting provincial priorities. Prov-

inces can set tuition fees as they see fit, and 

as a result students have significantly dif-

ferent financial challenges depending on 

the province in which they study. It is not in 

the interest of social equality and economic 

development across Canada for tuitions in 

one province to be as much as three times 

those in another province.

For more than 50 years, the federal gov-

ernment recognized the crucial role of post-

secondary education in increasing social 

and economic equality and driving eco-

nomic growth. But over the past 30 years, 

Canada’s public post-secondary education 

system has been consistently threatened 

by government underfunding and an in-

creased reliance on private funding, pri-

marily through increased tuition (user) fees.

Since the federal funding cuts of the mid-

1990s, an increasing portion of the cost of 

post-secondary education has been passed 

on to students and their families. Between 

1979 and 2009, government grants as a share 

of university operating revenue fell from 

84% to nearly 58%. Unsurprisingly, in the 

last 15 years, tuition fees have become one 

of the largest expenses for university and 

college students, increasing on average by 

more than five times the rate of inflation.2

In 2013–14, the average university tu-

ition fee in Canada increased by 3.3% to a 

total of $5,772. Combined with additional 

compulsory fees which most institutions 

charge, total average undergraduate fees 

were over $6,589. Undergraduate tuition fees 

can vary from $7,259 in Ontario to $2,644 in 

Newfoundland and Labrador.3 In special-

ized programs such as medicine, law, and 

dentistry, students often pay three or more 

times the Canadian average, which drives 

student debt for many future health profes-

sionals into the six-figure range.
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Current Issues

Core funding

Starting in 1967, federal funding was provid-

ed on a cost-sharing model. The provinces 

made policy, program, and spending deci-

sions and administered the system, and the 

federal government matched their spending 

dollar for dollar. Under this arrangement, fed-

eral expenditures on higher education had 

tripled by 1976. In 1977, the government re-

placed this model with the Established Pro-

gram Financing (EPF) framework, whereby 

funds were transferred through tax points 

and cash transfers. The EPF was replaced 

by the Canada Health and Social Transfer 

(CHST) in 1996, and then by the Canada So-

cial Transfer (CST) in 2004.

These changes not only reduced the 

overall funding allocated to the transfer, 

but also reduced the level of accountability 

the provinces had for transfers they receive 

for post-secondary education. The CST pro-

vides no guarantee that the federal funding 

reaches students and their families. Funding 

for the transfer peaked at 0.56% of GDP in 

1981, before declining through the remain-

der of the 1980s and 1990s to reach a low of 

0.15% in 2005. Currently, the federal trans-

fer for post-secondary education stands at 

0.20% of GDP.4

The 2007 federal budget earmarked addi-

tional funds for post-secondary education. 

While the budget appeared to add some 

transparency, provinces are still under no 

obligation to ensure that the federal transfer 

monies benefit students. The federal govern-

ment has no recourse if provinces redirect 

this funding to other priorities.

The Canadian Federation of Students es-

timates that current federal funding for post-

secondary education is $1.7 billion short of 

1992–93 levels when inflation and increased 

enrolment are factored in. Inadequate feder-

al funding for colleges and universities has 

resulted in higher tuition fees as costs are 

passed on to students. As the value of fed-

eral transfers diminished in the 1990s, aver-

age tuition fees rose from roughly $1,460 in 

1990 to $5,772 in 2013. Lower levels of fund-

ing also impair the ability of institutions to 

hire enough instructors and support staff, 

resulting in a reduction in the quality of Can-

ada’s universities and colleges.

Student financial aid

Past federal and provincial government de-

cisions are forcing students and their fam-

ilies to assume more education-related debt 

than any previous generation.

In 2011, the total amount of student loans 

owed to the government approached the $15 

billion ceiling set by the Canada Student Fi-

nancial Assistance Act (CSFAA). This figure 

only accounts for a portion of total student 

debt; it does not include provincial and per-

sonal loans, lines of credit, and education-

related credit card debt. In response, the 

government altered the definition of “stu-

dent loan” to exclude over $1.5 billion in 

federal student debt, amended the CSFAA 

to increase the limit to $19 billion, and sig-

nificantly reduced parliamentary oversight 

of the program.

High levels of student debt are linked to 

lower graduation rates and a reduced likeli-

hood of continuing studies beyond a bach-
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elor’s degree or college diploma. Heavy debt 

loads are also a negative factor in an already 

weakened economy, especially since most 

family earnings have been stagnant for the 

past 20 years. Student loan obligations re-

duce the ability of new graduates to start a 

family, invest in assets, build career-related 

volunteer experience, or take lower-paying 

work that aligns well with their interests or 

career goals.

In 2009, the federal government es-

tablished the Canada Student Grants Pro-

gram, which greatly increased support for 

students. However, a much larger invest-

ment is needed to meaningfully reduce stu-

dent debt. The federal government will dis-

tribute roughly $647 million in grants this 

year. Although substantial, this amount is 

far less than the $2.58 billion the govern-

ment spends on education-related tax cred-

its and savings schemes. Despite their high 

cost, federal tax expenditures are a poor in-

strument to improve access to post-second-

ary education or relieve student debt, since 

everyone who participates qualifies for tax 

credits regardless of financial need. Thus, 

the federal government is diverting vast 

sums of public funding where they are not 

necessarily required.

The non-refundable education and tu-

ition fee tax credit alone will cost the fed-

eral government over $1.6 billion this year. 

For students who earn enough to claim the 

credits and get money back on their taxes 

at the end of the financial year, these re-

bates do little to help them afford tuition 

fees in September.

First Nations students

The federal government is morally and legal-

ly responsible for providing access to post-

secondary education of First Nations people. 

The Post-Secondary Student Support Pro-

gram (PSSSP) is the primary mechanism by 

which certain Aboriginal students — status 

First Nations and Inuit only — receive finan-

cial support from the federal government.

Since 1996, annual funding growth for 

the PSSSP has been capped at 2%. Given in-

flation, population growth, and increasing 

tuition fees in most jurisdictions, this cap 

results in an annual decrease in per capita 

funding. The number of First Nations stu-

dents receiving PSSSP funding declined from 

22,938 in 1997 to 18,729 in 2009. According 

to estimates, over 10,500 students were de-

nied funding between 2001 and 2006, and 

roughly 3,200 more students per year were 

denied funding since then as a result of the 

funding cap.

It is estimated that if all educational at-

tainment gaps were closed between First Na-

tions and non–First Nations populations, the 

GDP contribution of First Nations peoples 

would increase by at least $400 billion over 

a 25-year period.5

University research

Recent federal budgets have directed re-

search funding to meet the short-term prior-

ities of the private sector rather than broad-

er social needs. This drive to commercialize 

university research has far-reaching conse-

quences, including limiting academic free-

dom and public ownership of research and 
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discouraging private sector innovation. By 

funding a narrow range of research disci-

plines — mostly in science, engineering, and 

business — funding decisions have dam-

aged a comprehensive research environ-

ment that was based solely on the academ-

ic merits of the work.

The federal government’s science and 

technology strategy focuses on short-term 

results at the expense of long-term innov-

ation. In addition, federal funding increas-

es directed toward market-driven research 

programs are creating an unhealthy private-

sector dependency on universities for their 

research and development. This corporate 

subsidy contributes directly to Canada’s lag-

ging behind other OECD countries in private 

sector investment in in-house research and 

development. If this trend continues, our 

publicly funded post-secondary education 

system could replace private sector research 

and development facilities, threatening the 

foundations of academic freedom and pub-

lic, peer-reviewed, curiosity-driven research.

AFB Actions

Tuition reduction program

•	The AFB will reduce the cost of post-

secondary education to pre-1992 lev-

els. As Table 12 indicates, the increase 

in tuition costs has varied widely be-

tween provinces — some provinces have 

tried to maintain stable tuition fees or 

at least limit the rate of increase, but 

others have not.

•	The AFB will introduce a dedicated post-

secondary education cash transfer of 

$2,875 per full-time student, escalating by 

2% per year, conditional on the reduction 

of tuition fees to 1992 levels (see Table 13).

This transfer will provide 50% of the 

amount needed to reduce tuition fees to 1992 

levels in Ontario, where costs have grown the 

fastest. In four provinces, the transfer will 

cover more than half of the needed amount. 

In the remaining five provinces, the amount 

of the transfer will exceed the amount need-

ed for a reduction. The AFB will still transfer 

$2,875 per student to these provinces, rec-

ognizing that they are equally deserving of 

federal assistance.

This transfer will be guided by federal 

legislation based on principles of access-

ibility, comprehensiveness, collegial gov-

ernance, public administration, and aca-

demic freedom. The reduction in tuition 

fees will cost the federal government $2.8 

billion in 2014–15, $3.0 billion in 2015–16, 

and $3.2 billion in 2016–17.

table 12 Tuition Fees in Canada, 1992 and 2014–15

NL PEI NS NB QC ON MB SK AB BC

Inflation adjusted 1992 Rates $2,425 $3,277 $3,488 $3,230 $2,079 $2,621 $3,081 $3,036 $2,611 $3,035

Projected 2014–15 Rates $2,749 $6,339 $6,195 $6,433 $2,916 $8,371 $4,117 $6,832 $7,077 $5,593

Change $324 $3,061 $2,706 $3,203 $837 $5,750 $1,036 $3,796 $4,466 $2,558
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Grants and other funding programs

•	The AFB will eliminate the need for new 

federal student loans by increasing the 

value and number of up-front grants to 

students provided by the Canada Student 

Grants Program. This will be funded by 

redirecting funds currently used for edu-

cation-related tax credits and savings 

schemes.6 This will be revenue-neutral 

but will shift $2.2 billion from tax cred-

its to grants.

•	To reduce socio-economic disparities 

between First Nations and non-First Na-

tions students, the AFB will remove the 

funding cap for the PSSSP. It will also in-

crease funding and expand eligibility to 

meet the needs of all First Nations post-

secondary students.

Research funding and scholarships

•	Recognizing the importance of funding 

based on an independent, merit-based 

approach, the AFB will increase the fed-

eral granting agencies’ base budgets by 

10%, with more funds asymmetrically 

allocated to the social sciences and hu-

manities. The AFB will increase the num-

ber of Canada Graduate Scholarships 

to 3,000 — consistent with the average 

growth of the program since 2003 — to 

be distributed proportionally among the 

research granting councils according to 

enrolment figures.

Apprenticeships and skills-
based training

•	The AFB will create a commission to study 

and provide policy recommendations on 

apprenticeships, college education, and 

skills-based training in Canada. Canada 

needs to improve skills-based training 

and apprenticeships, and encourage 

more workplace training for youth and 

life-long learning. Some European coun-

tries, such as Switzerland, have had suc-

cess with apprenticeship-streamed edu-

cation. Others, such as Germany, offer 

apprenticeships in a wider range of oc-

cupations, including, for example, ac-

counting.

Notes
1  Goeby, Sean. (2013). The Young and the Jobless: Youth Unemployment in 
Ontario.Toronto: Canadian Centre for Policy Alternatives.

2  Shaker, Macdonald. (2013). Degrees of Uncertainty: Navigating the 
Changing Terrain of University Finance. Ottawa: Canadian Centre for 
Policy Alternatives.

3  The Daily. (2013). “University Tuition Fees.” Ottawa: Statistics Canada.

4  Almanac of Post-Secondary Education in Canada. (2013). Canadian As-
sociation of University Teachers.

5  Canadian Federation of Students. (2013). Post-Secondary Education Tax 
Credits. Ottawa: Canadian Federation of Students.

6  Canadian Federation of Students. (2013). Post-Secondary Education Tax 
Credits. Ottawa: Canadian Federation of Students.

table 13 AFB Post-Secondary Education Cash Transfer (mil)

NL PEI NS NB QC ON MB SK AB BC

Federal Cost $41.0 $12.8 $107.0 $52.5 $609.0 $1,304.0 $103.6 $87.3 $287.6 $285.0

Provincial Top-Up - $0.8 - $5.9 - 1,304.0 - $28.0 $159.1 -
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Public Services

Background

Public services are more efficient, less ex-

pensive, of higher quality, and more account-

able than privatized services. They have been 

shown repeatedly to reduce inequality and 

promote economic, social, and environment-

al security. Strong public services are crucial 

to addressing the challenges of inequality 

and climate change facing Canada.

Over the past five years, the federal gov-

ernment has instituted a series of budget 

cuts to the public sector in the name of 

austerity.1 Government spending cuts con-

tinue to undermine the ability of public ser-

vice workers to do their jobs. Important en-

vironmental and human rights protections 

are being eliminated along with the public 

service workers who regulate and enforce 

them. Other important services are also 

being stripped of resources. The ability of 

workers and seniors to collect employment 

insurance and old age benefits, of statisti-

cians to collect statistics, of veterans to ac-

cess services to which they are entitled, of 

regulators to protect the food supply, have 

all been seriously compromised.

The budgetary process must be trans-

parent, accountable, and democratic. Can-

adians must be able to understand the rela-

tionship between programs that they want 

and the revenues that the government re-

ceives. Government services are too import-

ant to be relegated to numbers on deficit 

balance sheets that can be cut with no re-

gard to the value of the programs being cut 

and to the citizens who benefit from them.

Current Issues

Attacks on public services

Following the global financial crisis and 

Canadian recession, the federal govern-

ment has engaged in annual cuts to pub-

lic services in the name of fiscal austerity. 

The first cuts were announced in the 2010 

budget, but not implemented until 2012. 

Thus, the full impact of four successive years 

of budget cuts to the public service is only 

beginning to be felt.2

Although the federal government has 

suggested that cuts will come from improved 

efficiency and reduced administrative costs, 

not services, estimates of employment losses 

suggest otherwise. Over 28,000 positions will 

be lost as a result of austerity budget cuts.3 

In addition, correctional, health care, and 

other regulatory costs and burdens are be-

ing shifted to provinces and municipalities.4

The Parliamentary Budget office has chal-

lenged the government in court and has ap-

pealed repeatedly to department heads to 

obtain the data required to determine how 

$5 billion in annual spending reductions 

will actually be implemented, and whether 

services and programs used by Canadians 

will be reduced.5
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What is clear is that while Canadians 

require increased services there are less 

employees to provide them and those em-

ployees are over-extended.6 A demograph-

ic snapshot of the public service released 

by the government in 2010 shows that be-

tween 1983 and 2010, the Canadian popu-

lation expanded by almost 34%, while the 

size of the public service over this period 

only increased by 12.7%.7

Federal program spending has not kept up 

with Gross Domestic Product (GDP) growth. 

Real GDP has increased by almost 100% since 

1983, while federal program spending has 

only increased by 60.9%. Federal program 

spending as a proportion of GDP decreased 

over the last three decades from 18.8% in 1983 

to 14% in 2011–12.8 The 2012 federal budget 

forecasted a further drop to 12.7% by 2016–17.

The most recent cut to public services 

and jobs came in the form of the 2013 pre-

Christmas announcement that Canada Post 

would be eliminating home delivery to over 

five million Canadians. The cut in service 

was justified on the basis that Canada Post 

had experienced continued financial loss-

es. However, over the last 17 years, Canada 

Post has created revenue for the government 

every year except one. By December of 2013 

losses were $110 million on annual revenues 

of $5.8 billion.9 There is no evidence that 

purchasing land and erecting community 

mailboxes so that mail can be picked up in 

a safe way will be cheaper. It will certainly 

cost more in terms of time and energy for 

over five million Canadians.

The current government has, through 

legislation (most recently Bill C4 the budget 

implementation act), introduced changes 

that make it much more difficult to protect 

workers who provide public services. Bill C4 

gives the government the unfettered right 

to determine what constitutes an essential 

service, which workers are denied the right 

to strike, and which collective agreements 

will be decided through arbitration, as well 

as limiting the independence of arbitration 

boards. Furthermore it gives the govern-

ment the authority to throw out any unsafe 

work refusal complaint without investiga-

tion, leaving employees who refuse unsafe 

work open to discipline, including dismissal.

Adding to the vulnerability of the em-

ployees who provide public services, the fed-

eral government is increasingly reliant on 

contractors and temporary staffing agency 

contracts. Growing evidence suggests that 

temporary contracting costs the govern-

ment more money. The 2013–14 Main Esti-

mates indicate that the government plans 

to spend $9.55 billion on contracting out 

for professional and special services.10 This 

practice undermines federal public service 

staffing goals of value and merit.11 It margin-

alizes workers, leaving them disillusioned, 

with little opportunity for job security, ad-

vancement, or equitable wages and bene-

fits.12 There are indications in some depart-

ments that casualization is increasing, but 

the lack of transparency surrounding the 

current cuts makes it impossible to assess 

the extent to which this is the case.

Privatization, P3s and 
social impact bonds

Privatization is “the transfer of responsibil-

ity and control from the public sector to the 
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corporate and voluntary sectors, or to fam-

ilies and individuals.”13 Public-Private Part-

nerships (P3s) are a cloaked form of priva-

tization. P3s are multi-decade contracts that 

include private-sector financing, manage-

ment, and ownership of vital public servi-

ces and infrastructure.

The federal government is using auster-

ity as an excuse to foster a ‘build now, pay 

later’ rationale that is the substance of the 

P3 argument. However, the value for money 

celebrated by P3 advocates is an illusion. P3s 

result in higher costs, lower quality, and a 

loss of public control.14 In fact, “the empir-

ical record suggests that P3s are costlier, 

riskier, and frequently less innovative — but 

their higher social and economic costs will 

unduly burden scarce public sector resour-

ces for decades to come.”15

Public-sector accounting processes cre-

ate the illusion that P3s are paid for by the 

private sector, when the debt is only post-

poned to another time, another government, 

and a future generation. For instance, the 

Government of British Columbia estimates 

its current contractual obligations to its P3 

partners to be more than $50 billion.16

P3 consortiums borrow money from inter-

national investment banks at higher interest 

rates than do governments. Over the aver-

age 25-to-30-year span of a P3 contract, the 

public pays much more than it would if the 

government borrowed the money directly to 

finance a traditional design/build contract.17 

The long-term outcomes of such privatized, 

hidden debt erode the government’s flexibil-

ity to provide public services as more and 

more public money becomes tied up pay-

ing private providers, guaranteeing private 

profits, and institutionalizing private, for-

profit monopolies.18

Because the details of private-sector con-

tracts become the property of the contractor, 

the public isn’t allowed to view the books of 

their P3 partner, even though it is ultimately 

responsible for the costs. At the same time, 

the public rightly expects governments to 

deliver services, regardless of whether P3 

projects or their funders meet their obliga-

tions. Citizens and their governments bear 

the ultimate risk for the provision of pub-

lic services. P3s fail regularly and must be 

bailed out by the public.19 Businesses must 

make money for their shareholders and, as 

recent experience shows, will not hesitate 

to take quick action, including bankruptcy 

and liquidation, to protect investor interests.

The federal government has only re-

cently begun to ramp up its own P3 activ-

ity. However they have a long history of act-

ively supporting provincial and municipal 

P3 growth. As of 2012, nearly 200 Canadian 

P3s had been established. The government 

has also created PPP Canada Inc, a Crown 

corporation dedicated to encouraging P3s at 

all levels of government, P3 funding criter-

ia like that found in the New Building Can-

ada Plan, and the $1.25 billion P3 Canada 

Fund, which subsidizes the development of 

P3 projects in provinces, territories, muni-

cipalities, and First Nations communities.

PPP Canada actively encourages feder-

al government departments and agencies 

to use P3 solutions for infrastructure and 

service renewal, and much of the funding 

from the New Building Canada plan subsid-

izes P3 development. The P3 Canada Fund 

was renewed in the 2013 federal budget. 
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Other levels of government are either dir-

ectly or indirectly forced to use P3 solutions 

for infrastructure projects that require fed-

eral funding.

On November 8, 2012, the federal gov-

ernment elaborated on a 2012 budget prom-

ise to implement Social Impact Bonds,20 an-

other form of public-private partnership for 

social services that allows banks and finan-

ciers to profit from the delivery of govern-

ment services. In this system, private invest-

ors pay social agencies to deliver services. 

In turn, the government agrees to pay the 

investor back, with a profit, regardless of 

whether or not the services are delivered 

or program objectives are met.21

On October 3, 2013, Jason Kenney, the 

Minister of Employment, announced a so-

cial impact financing initiative for literacy 

programs worth $6 million. The minister 

dismissed concerns that this initiative might 

privatize government services, saying that, 

“government programs and funds alone are 

not, cannot be the solution to face all of our 

pressing social issues.”

Less red tape, more red lights

Recent budgets have included measures to 

increase competitiveness and reduce “red 

tape.” As a result, federal inspectors in all 

sectors have seen their numbers and enforce-

ment powers diminished. Strategic Review 

programs further undermine inspectors’ abil-

ity to do their job. Their responsibilities have 

largely been transferred to the individuals 

and businesses that sell goods and services 

or extract Canada’s natural resources.22 Con-

secutive budgets, budget implementation bills 

and the government’s Red Tape Reduction 

Action Plan only make the problem worse.

Following the 2008 Listeriosis outbreak, 

a government commission made a number 

of recommendations for increased regula-

tory capacity, including the need for more 

inspectors. In 2008, when the first outbreak 

occurred, the Canadian Food Inspection 

Agency employed 220 inspectors to verify 

compliance with meat preparation safety 

procedures. In spite of the Commission’s 

recommendation, CFIA has cut the estimat-

ed number of inspectors needed to 150. Last 

year’s food safety recall at XL Foods was 

a predictable outcome of decreased cap-

acity — where overstretched food safety of-

ficers were directed to ignore contaminat-

ed carcasses at XL Foods.23

This summer’s tragic train derailment 

at Lac Mégantic may have been avoided if 

there was less self-monitoring and more en-

forcement.24 In a 2013 report, the Auditor 

General of Canada found that “despite the 

fact that federal railways were required 12 

years ago to implement safety management 

systems for managing their safety risks and 

complying with safety requirements, Trans-

port Canada has yet to establish an audit 

approach that provides a minimum level of 

assurance that federal railways have done 

so.”25 Further analysis of the Lac Mégantic 

disaster points to a series of deregulation ef-

forts, including, most recently, the current 

federal government’s Cabinet Directive on 

Regulatory Management, “which implies 

that regulations are burdens on business 

rather than a legal mechanism to protect 

the public interest.”26
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Polls have shown that 90% of Canadians 

believe the government should do much 

more to protect the environment and pub-

lic health and safety, and 83% believe that 

inspectors who enforce regulations should 

work for government agencies, not the in-

dustries being regulated.27 The government 

is downplaying public demand for strong 

regulations and regulatory enforcement. 

In the October Speech from the Throne, the 

government stated that it would “introduce 

legislation to enshrine the One-for-One Rule 

in law: for every new regulation added, one 

must be removed.with its plans to enact the 

recommendations of its Red Tape Action 

Plan in 2013.28

AFB Actions

The AFB will introduce a Program Review 

Process to counter growing inequality, job-

lessness and challenges posed by climate 

change. It will:

•	provide an assessment of the impact of 

cuts made in recent federal budgets and 

omnibus bills and restore programs that 

have been lost where it is in the long 

term public interest to do so;

•	reverse unsustainable operational budget 

freezes;

•	determine the economic and human costs 

of a citizen-centred program renewal;

•	establish revenue targets and tax in-

itiatives to support federal public ser-

vice programs;

•	support adequate public service staff-

ing and training necessary to meet cit-

izen-centred program goals;

•	ensure temporary staffing agencies are 

used only for short-term, unanticipated 

work;

•	enact legislation that protects all tem-

porary workers employed by the feder-

al government;

•	review and reduce contracting-out where 

required, with a view to redirecting the 

anticipated savings into programs and 

projects in the broader public interest;

•	introduce social impact “weighting” 

that includes a combination of price, 

quality, and environmental and social 

impact criteria as part of all decisions;

•	ensure that Community Benefit Agree-

ments (CBA), including employment 

objectives, employment equity goals, 

and local content requirements, are a 

mandatory consideration for all feder-

al government programs and contracts 

above $1 million.

The AFB will strengthen public regu-

latory oversight and enforcement. To that 

end, it will:

•	review Canada’s regulatory regime to 

ensure that regulations support all pub-

lic interests and are based on robust sci-

ence and analysis;

•	ensure the interests of Canadians are pro-

actively protected through precautionary 

principles and that adequate resources 
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are attached to federal monitoring and 

enforcement obligations.

The AFB will eliminate the P3 Canada 

fund and convert PPP Canada into a Pub-

lic Assets Office that will:

•	assist in the creation of a green econ-

omy through training and the renew-

al of crumbling infrastructure through 

contracting practices that consider green 

sustainable construction techniques tied 

to localized and targeted training and 

job-creation initiatives;

•	work internally with departments and 

agencies, and externally with other levels 

of government, to examine infrastructure 

priorities, green infrastructure practices, 

and comprehensive investment strategies;

•	cancel all planned federal P3 projects 

where possible.

The AFB will create a Scale-Up Implemen-

tation Fund that will replace the Social Impact 

Bonds currently being proposed. The Fund will:

•	support and implement projects that 

have been rigorously proven to work in 

other jurisdictions or on a smaller scale;

•	track project progress publicly and trans-

parently;

•	share profits with social service agen-

cies and the government, with no prof-

it paid to banks or corporations.
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Sectoral Development Policy

Background

The goal of sector development policy is 

to promote more investment, production, 

employment and exports in strategically 

important sectors of the economy. The re-

sult would be a more desirable sectoral mix 

of output and employment, with a strong-

er presence for high-value, high-wage, in-

novation-intensive, export-oriented sectors. 

These types of sector-focused interventions 

have played an important role in the hist-

ory of economic policy in Canada. From the 

time of Confederation, policy-makers recog-

nized the over-arching challenge of develop-

ing secondary and value-added industries, 

and escaping from Canada’s historical reli-

ance on the extraction and export of unpro-

cessed natural resources.

The ‘staples trap’, as defined by ear-

ly Canadian economic researchers such as 

Harold Innis,1 created a self-reinforcing re-

liance on foreign capital, foreign markets, 

and expensive export-oriented infrastruc-

ture in resource industries. To escape that 

trap requires proactive measures to limit 

and manage resource development, chan-

neling national capacities (including cap-

ital, labour, and innovation) into the build-

ing of a more diversified sectoral structure. 

Designing and implementing these policies 

confronted a political challenge, not just an 

economic one: namely, how to overcome the 

vested interests of a domestic business sec-

tor oriented around the profits (temporary 

as they may be) associated with resource 

extraction and export.

Decades of proactive efforts to support in-

dustrialization and diversification paid divi-

dends through the latter half of the twentieth 

century, as Canada became a major indus-

trial power in its own right, gradually escap-

ing its dependence on resource extraction. 

Since the turn of the century, however, this 

progress has been reversed. A global com-

modity price boom, the dramatic expansion 

of resource sectors (especially the bitumen 

industry), and structural crises in several of 

Canada’s traditional value-added success 

stories (such as the automotive industry) 

have all combined to produce a sustained 

deindustrialization of Canada’s economy. 

On top of the cyclical problems associated 

with the 2008–09 recession and the subse-

quent halting recovery, Canada is also grap-

pling with a structural reorientation of the 

national economy, re-establishing the pri-

macy of resource extraction.

Canadian innovation and productivity 

performance has been chronically weak in 

recent decades, but this lagging performance 

has deteriorated further under deindustri-

alization. Labour productivity grew by just 

0.5% per year over the last decade (the worst 

record of the entire postwar era); the declin-

ing productivity of resource industries (re-

flecting the exhaustion of readily-available 

deposits, forcing more expensive and less 
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productive extraction strategies) has been 

a major factor in that poor performance. 

The dramatic shrinkage of manufacturing 

(which demonstrates higher-than-average 

productivity) reinforced the decline. De-

spite a universal recognition of the import-

ance of innovation, R&D spending by Can-

adian business remains far below levels of 

the 1990s (and continues to decline). Re-

source sectors spend less on average than 

other key sectors on research and develop-

ment, and so the growing resource orienta-

tion of the economy is only reinforcing Can-

ada’s poor innovation performance.2 Very 

few Canadian-based firms have success-

fully penetrated international markets for 

high-value, technology-intensive products.

Ironically, therefore, despite the suppos-

edly increasing reach of globalization, Can-

adian exports have declined markedly as a 

share of GDP (depressed in part by a petrol-

eum-fueled exchange rate trading far above 

its fair value). The decline in non-resource 

exports has far outweighed the expansion 

of resource exports, so Canada’s overall 

trade performance has suffered as we be-

come ever-more-reliant on resource extrac-

tion. Canada now experiences a large and 

chronic balance of payments deficit, which 

translates into growing international indebt-

edness. Decades of trade surpluses, for ex-

ample, have been transformed into a large 

and growing trade deficit since 2009. With 

the exception of 1956, 2012 had the worst 

trade deficit (relative to GDP) in the post-

war history of Canada. Our structural under-

development is the root cause of our trade 

woes, yet the federal government’s only re-

sponse is to call for the signing of still more 

free trade agreements, which only reinfor-

ces the dominance of resource industries 

over our economic trajectory.

The market-oriented policies of the Harp-

er government (including free trade agree-

ments, tax cuts, and the weakening of en-

vironmental regulations implemented as part 

of previous omnibus budget legislation) are 

reinforcing the primacy of resource exports 

(and particularly petroleum) in Canada’s 

economic development. This whole direc-

tion imposes substantial economic, environ-

mental, and geopolitical risks on Canada. 

Non-renewable resources eventually run 

out and commodity price bubbles always 

collapse (sooner or later). There are grow-

ing signs that an economic strategy based 

on unconstrained resource exports is reach-

ing a limit: the southward flood of unpro-

cessed Canadian petroleum has artificially 

depressed prices for our own production; 

global oil price uncertainty is undermining 

further energy investment; environmental 

concerns are (quite rightly) inhibiting fur-

ther infrastructure expansion; and Can-

adians are increasingly concerned about 

the growing degree of foreign control (in-

cluding from foreign state-owned corpora-

tions) over our resource industries.

It is time for Canadians to question our 

renewed status as a ‘hewer of wood and 

drawer of water’. We should pursue a more 

sustainable and diversified strategy, and this 

will require measures to deliberately inter-

fere with the short-term profit-obsessed be-

haviour of unregulated private businesses, 

which have profited so mightily from re-

source extraction and export.
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The successful state-led industrializa-

tion experience of several Asian and Latin 

American economies in recent decades, on 

the basis of pro-active policy interventions, 

suggests that innovative, productivity-enhan-

cing growth does not occur spontaneously as 

a result of market forces. Rather, it must be 

spurred and nurtured by active policy. And 

the toolbox used by these other countries 

is diverse and creative: including targeted 

subsidies, strategic trade interventions, ac-

tive industrial strategies in high-tech indus-

tries, domestic procurement strategies and 

even public ownership of key firms. These 

approaches have been far more effective in 

promoting innovation and export success 

than Canada’s hands-off approach.

AFB Actions

To set the foundation for a Canadian econ-

omy in which high-value, innovative indus-

tries have a larger presence, creating high-

er-income jobs, enhancing environmental 

sustainability and generating adequate rev-

enues from successful international trade, 

the AFB proposes the following vision for 

sector development:

Establish a system of Sector 
Development Councils

The federal government will work with other 

stakeholders (including provincial govern-

ments, labour organizations, industry associ-

ations, businesses, universities and colleges) 

to establish a network of Sector Development 

Councils. These councils will be established 

in a range of goods- and services-producing 

industries that demonstrate many or all of 

the following characteristics: technologic-

al innovation, productivity growth, higher-

than-average incomes, environmental sus-

tainability, and export intensity. The councils 

will identify opportunities to: stimulate in-

vestment and employment in Canada, de-

velop and mobilize Canadian technology, 

utilize technologies developed in education-

al institutions for broader commercial appli-

cations, invest in sustainable products and 

practices, and better penetrate export mar-

kets. In this way, the councils would con-

stitute the first step in rebuilding Canada’s 

broader national capacity for sector develop-

ment planning (a capacity which has atro-

phied in the wake of decades of laissez faire 

orientation on the part of our political lead-

ers). Each council will develop a medium-

range plan for developing its sector, and a 

short-list of actionable items to help attain 

that plan’s targets.

The Sector Development Councils would 

be given an annual operating budget of $50 

million to support their work, commission 

research, and perform other infrastructural 

tasks. The actionable items that arise from 

their recommendations would be financed 

through other policy vehicles, including 

those listed below.

Enhance value-added production 
and investment in key sectors

The Sector Development Councils will begin 

the medium-term task of developing com-

prehensive strategies for key tradable sec-
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tors. In some sectors, immediate measures 

can be taken. These initiatives will include:

Automotive: A comprehensive new 

auto industry strategy will include support 

for product development and tooling for al-

ternative fuel vehicles (including electric and 

hybrid vehicles); skills support to assist the 

industry through the coming demographic 

transition of its skilled workforce; and trade 

policy measures to address the debilitating 

one-way imbalances in automotive trade 

between North America, Asia, and Europe. 

The auto strategy would also feature a new 

Extended Producer Responsibility (EPR) in-

itiative, consisting of investments in motor 

vehicle recycling, end-of-life conversion, 

and green motor vehicle components pro-

duction. This EPR program would be self-fi-

nanced from a new $200-per-vehicle Green 

Car Levy imposed on all sales of new motor 

vehicles in Canada (raising a total of $300 

million per year).

Aerospace: The federal government re-

cently undertook a comprehensive review of 

sector strategy for Canada’s important aero-

space industry. This review recognized the 

strategic importance of the industry, and 

confirmed the need for continuing public 

participation in major investments (includ-

ing training) and product developments. The 

first priority of the AFB’s national aerospace 

strategy will be to maximize Canadian pro-

duction of domestic civil aviation products. 

This will require further active partnerships 

with Canadian aerospace producers, with 

special emphasis on supporting new prod-

uct programs to improve fuel efficiency and 

reduce greenhouse gas emissions.

Rail transportation: The connectivity 

of a society, especially one as geographic-

ally dispersed as Canada’s, is an important 

ingredient in national well-being. Unfortu-

nately, Canada’s national passenger rail sys-

tem has suffered from two decades of short-

sighted public policy. Comparing 2012 with 

highs reached in the 1980s, Via Rail’s overall 

public funding has been cut by 65% (in in-

flation-adjusted terms), its employment has 

been reduced by 62%, and consequently, its 

annual ridership has fallen by 64% (relative 

to the Canadian population). The revitaliz-

ation of passenger rail entails a new strat-

egy. Via Rail’s operating and capital fund-

ing will be restored to levels comparable to 

the 1980s at an annual cost of $800 million.

New funding would be used to mod-

ernize its fleet of locomotives, increasing 

their speed and comfort. It would also be 

used to increase the connectedness of the 

overall passenger rail network. With faster 

trains, better service, increased connected-

ness and higher frequency, passenger rail 

will more effectively compete with the auto-

mobile and the airplane. By funding publi-

cally and procuring domestically, the em-

ployment, manufacturing and other spinoff 

benefits could be significant. The newly cre-

ated tax revenues would partially offset the 

$800 million dollar public investment, as 

would the renegotiation of Via Rail’s ‘track 

usage charges’ and ‘wheelage’ fees, which 

act as a corporate subsidy to CN Rail.

Forestry: Forestry and wood/paper 

products are important export industries 

and employers in many regions of Canada. 

Sadly, the industry has been hammered by 

the decline in the U.S. housing market, the 
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overvalued Canadian dollar and a vast in-

sect infestation in Western Canada induced 

by global warming. Support for the indus-

try’s sustainable recovery will be provided 

through a $300 million per year fund to en-

hance the production of value-added forest-

ry, wood, and paper products; implement 

energy conservation and other sustainable 

practices; and invest in skills required for 

sustainable forestry and forestry products 

production.

National Green Industries Initiatives

The AFB recognizes that adjustment to a sus-

tainable, greener economy entails signifi-

cant costs and challenges, but also many 

benefits. To maximize the environmental 

upside and facilitate faster growth of green 

industries, the AFB proposes a $100 million 

per year National Green Skills Initiative to 

support college and on-the-job training to 

enhance the capacity of Canadian workers 

to perform high-level services in green in-

dustries.

Current initiatives in energy policy hold 

great potential to stimulate the Canadian 

manufacturing of components for solar, 

wind, and other green energy systems. Fed-

eral policy can complement and support 

these initiatives with a 10% refundable in-

vestment tax credit for new capital and tool-

ing in green energy manufacturing, and sup-

port for skills development for newly hired 

‘green collar’ jobs. These initiatives would 

be budgeted at $50 million per year.

Higher corporate tax rate for oil 
& gas and mining corporations

As described in the previous chapter on 

Energy Policy, the AFB would reinstate cor-

porate income tax rates on oil and gas pro-

duction to the former 28% rate that prevailed 

prior to the series of corporate tax reductions 

that began in 2001. The same rate would 

apply to mining firms as well, the combined 

effect being a $1 billion per year increase in 

revenues for the federal government. Togeth-

er with stricter environmental regulations 

on new energy developments and green-

house gas pollution (see the Environment 

and Climate Change and Fair and Progres-

sive Taxation chapters), the higher tax rate 

will help to slow down the overheated ex-

pansion of new petroleum projects.

Replace the Investment Canada Act

Continuing foreign ownership and control 

is both a consequence and a cause of the 

structural regression in the sectoral make-

up of our economy. The Investment Canada 

Act, with its vague and ineffective ‘net bene-

fit test’, will be scrapped and replaced with 

a new Canadian Ownership Act, which will 

specify the methodology for a transparent 

cost-benefit test. For a takeover to be ap-

proved, a foreign investor would have to 

make binding commitments to production 

and employment levels, new investments 

in fixed capital and technology, and an ex-

pansion of Canadian content in supply con-

tracts and other inputs. In general, foreign 

takeovers of resource properties would be 

prohibited, unless a strong case is made that 
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the application of technology and capital by 

the foreign purchaser would truly enhance 

the productive capacity of Canadian firms.

Target a lower Canada-
U.S. exchange rate

Canada’s currency has been trading at lev-

els far above its ‘fair value’ for the past sev-

eral years, driven higher by speculative fi-

nancial pressures and global commodities 

prices. This over-valuation has contributed 

substantially to the deterioration of all non-

resource export industries in Canada, includ-

ing manufacturing, tourism, and tradable 

services. The OECD and other internation-

al agencies estimate that the fair value of 

the Canadian dollar, based on compari-

sons of purchasing power, unit production 

costs, and other benchmarks, is around 80 

cents (U.S.).

The efforts described in this and the pre-

vious chapter to rein in the rampant, un-

planned development and foreign takeover 

of energy extraction and export projects, 

and to regulate and limit foreign takeovers, 

would automatically lead to an immediate 

and substantial pullback in the Canadian cur-

rency. The Bank of Canada can play a com-

plementary role by indicating its intention 

to move the exchange rate closer toward its 

purchasing power parity value; this stance 

will help to shift the expectations of finan-

cial investors and currency traders.

Establish a Canadian 
Development Bank

To provide financing for the ambitious de-

velopment programs prepared by the Sector 

Development Councils, the federal govern-

ment will create and endow a new public-

ly-owned economic development bank, the 

Canadian Development Bank. This new pub-

lic bank will have the power to create credit 

and allocate it to innovative projects in tar-

geted sectors of the economy. This expan-

sion of public lending capacity will reduce 

table 14 2014 AFB Sector Development Measures

Policy Measure                                                               Annual Impact (millions)

Revenue Expense

Sector Development Councils - $50

Corporate Tax Rate Increase on Oil & Gas and Mining Industries $1,000 -

Reduce Exchange Rate - -

Canadian Ownership Act - -

Canadian Development Bank $1,000

National Green Industries Initiatives $150

Other Sector Initiatives
• Automotive EPR program
• Modernization of passenger rail
• Sustainable forestry & skills

$300
-
-

$300
$800
$300
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the extent to which key long-term econom-

ic development priorities are vulnerable to 

the cyclical whims of private finance. It also 

allows for potential projects to be evaluat-

ed and funded on the basis of broader cri-

teria, including an integrated social cost-

benefit analysis.

Notes
1  The classic reference is Harold Innis, The Fur Trade in Canada: An Intro-
duction to Canadian Economic History, revised ed. (Toronto: University of 
Toronto Press, 1956). For more modern statements of the problem see Mel 
Watkins, ‘Staples Redux’, Studies in Political Economy 79 (2007), pp. 213–
226; Jim Stanford, ‘Staples, Deindustrialization, and Foreign Investment: 
Canada’s Economic Journey Back to the Future’, Studies in Political Econ-
omy 82 (2008), pp. 7–34; and Brendan Haley, ‘From Staples Trap to Car-
bon Trap: Canada’s Peculiar Form of Carbon Lock-In’, Studies in Political 
Economy 88 (2011), pp. 97–132.

2  See Cansim Table 358-0024, “Business enterprise research and develop-
ment (BERD) characteristics, by industry group based on the North Amer-
ican Industry Classification System (NAICS) in Canada.”
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Seniors and Retirement 
Security

Background

Providing an adequate retirement income 

for Canadians is still a key policy issue, but 

there has been little progress in moving to-

ward that goal in the past year. Turmoil in 

financial markets has undermined the value 

of the personal savings that people have ac-

cumulated to fund their retirement. As a re-

sult, many people have had to postpone their 

retirement. Many workplace pension plans 

remain underfunded — that is the funds are 

insufficient to pay the promised benefits. In 

any case, only a minority of workers belong 

to a workplace pension plan. Coverage of 

these plans has dropped from 46% of em-

ployed workers in 1977 to only 38% by 2011.1 

In reality, about 11 million Canadian work-

ers do not have a workplace pension plan.

Public pension plans — Old Age Secur-

ity and the Canada Pension Plan — are avail-

able to virtually everyone. But these plans 

do not provide enough to live on. The ex-

pectation is that people will supplement 

the benefits available from these plans with 

membership in a workplace pension plan 

or with their own savings. This expectation 

is not being met, so we will be facing what 

many people refer to as a pension crisis. 

Simply put, the crisis is twofold: most Can-

adians are not covered by a pension plan, 

and retirement savings people have are not 

enough to provide them with a financially 

secure retirement.

Current Issues

Finance ministers of the federal govern-

ment and the provinces have met regular-

ly to discuss the problem, but the focus has 

been on how to persuade Canadians to save 

more for their own retirement. Clearly this 

emphasis has not worked. Although there 

is a range of tax-assisted options for per-

sonal saving — Registered Retirement Sav-

ings Plans, Tax-Free Savings Accounts, and 

other possibilities — most people are not tak-

ing advantage of these. The Canadian Insti-

tute of Actuaries concludes that “two thirds 

of Canadian households expecting to retire 

in 2030 are not saving at levels required to 

meet necessary living expenses.”2

The solution is straightforward: lack of 

pension coverage could be solved by improv-

ing benefits from the Canada Pension Plan, 

which covers everyone. Improved CPP bene-

fits can also solve the problem of inadequate 

retirement incomes. But to date, finance 

ministers have been unwilling to act. The 

federal finance minister says the economy 

is too fragile and that increased CPP contri-

butions would cause unemployment and be 

too much of a burden on business. It is per-
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haps significant that when the financing of 

the CPP was changed in the late 1990s, con-

tribution rates were increased dramatic-

ally and by quite significant amounts over 

a short period of time, but employment was 

not affected.

When they met in 2012, the finance min-

isters proposed to introduce Pooled Regis-

tered Pension Plans (PRPPs). In effect, the 

ministers proposed a voluntary savings 

scheme to be operated by insurance com-

panies and other financial institutions, pool-

ing the savings of those who sign up in a de-

fined contribution type of plan. Employers 

will be able to sign up their employees for 

the scheme (self-employed workers will be 

able to register too) but will not be required 

to contribute to the plan. Employers will se-

lect a plan for their employees, but they will 

also apparently be able to chose to stop of-

fering the plan if they wish.

The insurance industry had lobbied for 

this private sector solution to pension prob-

lems. Other business groups such as the Can-

adian Federation of Independent Business 

have attacked the pension plans of public 

sector workers arguing these plans, which 

provide good pensions for these employees, 

should be curbed or even abolished as the 

answer to the “pension crisis.”3

The PRPP proposal was described by the 

federal finance minister as “a major break-

through for the Canadian Pension Market,” 

which would make “low-cost private-sector 

pension plans accessible to millions of Can-

adians who have up to now not had access 

to such plans.”4 However, employees and 

self-employed workers already have access 

to RRSPs and to Tax-Free Savings Accounts 

(TFSAs) through which they can save for re-

tirement. Self-employed workers are cov-

ered by the CPP.

Like other defined contribution plans, 

amounts contributed to the PRPP will rep-

resent a percentage of the employee’s salary 

and will be invested by the insurance com-

pany or financial institution, which will, of 

course, charge fees to run the program. No 

particular pension will be guaranteed. PRPPs 

will be regulated by pension regulatory au-

thorities, so rules could vary from one prov-

ince to another. Since very few people take 

advantage of existing voluntary retirement 

savings schemes, it is not clear why officials 

are claiming the proposed PRPPs will prove 

more attractive than the existing programs. 

So far, the only advantage being promoted 

for PRPPs is that management fees will be 

lower than for individual RRSPs, since con-

tributions will be pooled. But, of course, 

there is no guarantee of lower fees, nor is 

there any certainty that this would be a big 

selling point for the plans. It’s also worth 

noting that there is no evidence people are 

not saving through RRSPs because of high 

management fees.

Access to the so-called “private pen-

sion plan” will depend on whether or not 

employers decide to opt in to the scheme. 

There will be no requirement for them to 

do so — although since the proposed plans 

will be regulated by the provinces, a prov-

ince could decide to make PRPPs manda-

tory for employers under their jurisdiction.

The federal government introduced the 

Pooled Registered Pension Plans Act on Nov-

ember 17, 2011 (Bill C-25) claiming it would 

“make saving for retirement easier for mil-
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lions of Canadians.”5 The government said 

provincial enabling legislation will need 

to be introduced for the framework to be-

come fully operative. However, it is import-

ant to note that the PRPP proposal will not 

provide pensions — it is simply yet another 

tax-assisted voluntary savings plan — just 

like RRSPs.

The simplest and most straightforward 

way of addressing these issues would be to 

improve the Canada Pension Plan. The cover-

age problem would be addressed since the 

CPP covers all workers, whether employed 

or self-employed. It also provides benefits 

for their dependants. It is also fully portable 

from one job to another. And the adequacy 

issue would be addressed by increasing the 

benefits available from the CPP.

Improving the replacement rate of CPP 

retirement benefits would provide better re-

tirement pensions to virtually all Canadians. 

A relatively modest increase in contribution 

rates would be required, but that could be 

phased in over a period of time. This op-

tion would address the two key issues in the 

pension system causing concern: the lack of 

coverage of workplace pension plans; and 

the fact that individuals are not saving for 

retirement on their own.

The AFB will address these issues by im-

plementing CPP expansion. Since changes 

to the CPP must receive the approval of two-

thirds of the provinces having two-thirds of 

the population, each of the provincial gov-

ernments will have to pass enabling legis-

lation to complete the process. The AFB will 

negotiate this commitment at the federal, 

provincial and territorial levels so that in-

creased CPP contributions would commence 

in 2016. There are indications that some 

provinces - PEI and Ontario, for example 

- are already on board with this proposal.

While expansion of the CPP was rejected 

by the federal finance minister when the fi-

nance ministers last met in December 2013, 

more recently this option has been receiv-

ing more attention. Prince Edward Island 

has proposed an increase in CPP benefits 

and Ontario has said if finance ministers 

cannot agree to an expansion, it will intro-

duce its own pension plan to supplement 

what people get from the CPP. But the fed-

eral government is still adamantly opposed 

to the idea, so it seems unlikely to happen. 

Meanwhile, Quebec has announced it will 

introduce PRPPs in 2015.

Old Age Security and the Guaranteed 

Income Supplement constitute the basic 

tier of Canada’s retirement income system 

and provide a guaranteed annual income to 

95% of Canadian seniors aged 65 and older. 

These benefits do not depend on participa-

tion in paid employment. However, the fed-

eral government has decided that the age 

of eligibility for these benefits will grad-

ually change from 65 to 67 over a period of 

six years starting in April 2023. It says Can-

ada cannot afford to pay these benefits at 

age 65. However, analysts dispute this and 

believe adequate funds will be available to 

pay benefits at age 65. The Parliamentary 

Budget Office says funds will be available.6

It was estimated that government spend-

ing on OAS and GIS for 2012–13 would be 

$40 billion — payable to just over five mil-

lion seniors. Different GIS rates apply for 

singles and couples, with the rate for each 
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spouse in a couple depending on the joint 

income of both.

Although the government recently intro-

duced well targeted top-ups for GIS recipi-

ents, those top ups are not high enough, 

the AFB will triple the GIS top up for singles 

and double the turndown point for the top 

up. The result would be a 35% reduction in 

the seniors’ poverty rate (After-Tax Low In-

come Measure).

AFB Actions

•	The AFB will reverse the decision to 

change the age of eligibility for OAS from 

65 to 67 and restore age 65 as the age at 

which individuals become eligible for 

OAS and GIS.

•	The AFB commits the federal govern-

ment to examining ways in which im-

migrant seniors living in poverty, who 

do not necessarily benefit from OAS pay-

ments, can be better supported.

•	The AFB will triple the GIS top up for 

singles and double the singles’ turn-

down point for the GIS top up. The re-

sult would be a 35% reduction in the 

seniors poverty rate (After-Tax Low In-

come Measure). [Cost: $1.1 billion/yr].

•	The AFB will double the CPP’s replace-

ment rate from 25% to 50% of a retir-

ee’s pensionable earnings. Increased 

contributions will be phased in over a 

seven-year period. The basic person-

al exemption in the tax system will be 

doubled to offset the impact on lower-

income workers.

•	The AFB will phase in a new regime of in-

dexing for public pensions (OAS, GIS and 

CPP) based on wages instead of prices.

•	The AFB will cap RRSP contributions 

at $20,000, a level that will affect only 

those making $110,000 or more, saving 

$1.1 billion a year.

•	The AFB will withdraw the flawed PRPP 

legislation, and enhance the only parts 

of our pension system that have actual-

ly demonstrated success over successive 

generations — OAS/GIS and the Canada 

Pension Plan. It will protect the pension 

plans of public sector workers.

Notes
1  “CAN-SIM Table 280-0008: Registered Pension Plan (RPP) Members, By 
Area Of Employment, Sector, Type Of Plan And Contributory Status.” Ot-
tawa: Statistics Canada.
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adian Federation of Independent Business.
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Trade Policy

Background

Modern trade and investment treaties go far 

beyond trade matters by limiting democrat-

ic processes and restricting the authority 

of governments to influence their national 

economies. The treaties strive to maximize 

freedom for international traders and in-

vestors. Supporters claim that the benefits 

of international trade and globalization will 

trickle down, but Canada’s experience since 

the North America Free Trade Agreement 

(NAFTA) indicates that this laissez-faire ap-

proach has not worked for most Canadians.

A significant economic and societal re-

structuring is occurring in Canada, particu-

larly in the following areas:

•	Canada has become increasingly de-

pendent on producing and exporting 

unprocessed or semi-processed natur-

al resources.

•	The manufacturing sector is in decline 

and our manufacturing trade balance 

has decreased sharply.

•	Productivity in the business sector has 

continued to lag, remaining at 71% of 

U.S. levels in 2012.1

•	Inequality has increased significantly, 

with the biggest share of income growth 

going to the very rich, while incomes of 

those below have stagnated.

•	Our over-reliance on exploiting natural 

resources, particularly unconventional 

fossil fuels such as tar sands and shale 

gas, means that our environmental costs 

continue to climb.

•	The regulatory authority of all levels 

of government has been weakened, in 

part by investors using NAFTA’s notori-

ous investor-state dispute settlement 

mechanism.

Canada’s trade and investment treat-

ies have clearly played a reinforcing role in 

these troubling trends.

Despite the agreement on a limited pack-

age of reforms at the 2013 World Trade Organ-

ization ministerial meeting in Bali, broad-

er multilateral trade negotiations are still 

at an impasse.

The stalemate in the Doha Development 

Round underlines the need for rethinking 

the trade treaty agenda. Yet Canada’s re-

sponse has been simply to redirect its ne-

gotiating efforts toward bilateral trade and 

investment treaties with willing partners.

Since taking power in 2006, the Conserv-

ative government has concluded six bilat-

eral trade deals,2 and it is currently negoti-

ating or considering at least eleven more.3 

No other country in the world has a more 

aggressive agenda for negotiating trade and 

investment. Because existing tariffs are gen-

erally very low,4 current negotiations deal 
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primarily with regulatory and other “non-

tariff barriers” to trade.

Current Issues

Canada-EU Comprehensive Economic 
and Trade Agreement (CETA)

Of these ongoing negotiations, CETA is the 

closest to conclusion; Canada and the EU 

announced an agreement in principle on Oc-

tober 18, 2013. A week later, the Canadian 

government released a technical summary 

of the broad outlines of the deal.5 The actual 

text, however, has not been made public.

With EU tariffs already very low, it is un-

clear how this agreement will benefit Can-

ada. The federal government has repeated-

ly asserted that CETA would result in a $12 

billion boost to Canada’s GDP, based on a 

2008 study commissioned by the EU and 

Canada. Economist Jim Stanford has re-

futed this claim, noting that the computer 

model that generated the estimate assumed 

constant full employment, balanced trade, 

no international capital flows, and no im-

pact from fluctuating exchange rates.6 Even 

using these unrealistic assumptions gener-

ated only a small boost in Canadian GDP; 

the modellers had “to go further, with more 

farfetched assumptions, to boost their pre-

diction.”7

While the gains the government antici-

pates Canada will make from CETA are of 

questionable validity, the costs are real. 

Some of the most significant include the 

following:

•	Extending the terms of patent protection 

on Canadian drug costs will amount to 

between $850 million and $1.625 bil-

lion annually.8

•	Powerful foreign investor rights and in-

vestor-state dispute settlements will af-

fect democratic authority and the right 

to regulate in the public interest.9

•	Provincial and municipal governments 

will lose their autonomy to use govern-

ment purchasing as a tool for develop-

ing local and regional economies.

•	Increased access for European cheese 

will erode Canada’s supply manage-

ment system.

•	Canada’s ability to create new public 

services or reverse failed privatizations 

without facing litigation and demands 

for compensation from affected foreign 

investors will be curtailed.

•	The ability of all levels of government 

to pursue policies that add value to nat-

ural resources prior to export or maxi-

mize local benefits will be undermined.

In return for these concessions, Can-

ada has secured additional market access 

for certain sectors including pork, beef, and 

fish. But these export opportunities come 

bundled with provisions that will enhance 

foreign investor, intellectual property, and 

other corporate rights, to the detriment of 

most Canadians.
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Trans-Pacific Partnership Agreement

In 2012, Canada joined the United States 

and 10 other Pacific Rim nations in their 

ongoing Trans-Pacific Partnership Agree-

ment (TPP) talks. The U.S. Trade Represent-

ative set out tough conditions for Canada’s 

admission. Sight unseen, the Government 

of Canada agreed to accept any negotiating 

text on which the current TPP members had 

already reached consensus.10 This accept-

ance telegraphed a desperation to be part 

of this agreement, whatever the ultimate 

cost to Canadians.

Canada already has trade and invest-

ment treaties with four TPP members (U.S., 

Chile, Peru, and Mexico) and is in separate 

bilateral trade negotiations with Japan. The 

other six members (Australia, New Zealand, 

Malaysia, Singapore, Brunei, and Vietnam) 

combined account for less than one per-

cent of Canada’s exports.11 As a brief from 

the United Steelworkers Union points out, 

“any conceivable increase in exports to 

these markets would be almost insignifi-

cant in terms of total Canadian output and 

employment.”12

Even though the TPP talks are in their 

final stages, there is almost no public infor-

mation on the details of the terms being ne-

gotiated. The AFB finds this extreme level of 

secrecy unacceptable — especially since the 

TPP, like CETA, deals with regulatory mat-

ters that go to the heart of democratic deci-

sion making in the public interest, and any 

agreement would restrict the policy options 

of future governments.

WikiLeaks recently published a draft of 

the TPP intellectual property text. The draft 

reveals heavy U.S. pressure for much strong-

er intellectual property rights that will in-

crease drug costs, threaten internet freedom, 

and criminalize even unintentional copy-

right infringement.13 Another U.S. proposal 

deals specifically with pharmaceutical and 

medical technologies, and includes substan-

tive pricing provisions to limit government 

cost-containment programs.14

A leaked text of the TPP investment chap-

ter reveals a U.S.-style investment protec-

tion agreement that includes an investor-

state arbitration mechanism. Because of the 

treaties’ most-favoured-nation provisions, 

investors will be able to mix and match in-

vestor rights from NAFTA Chapter 11, CETA, 

and the TPP to construct the most favour-

able challenge. Canada can also expect to 

face heavy pressure to open up its supply-

managed sectors further.

In December 2013, Nobel prize-winning 

economist Joseph Stiglitz wrote to TPP nego-

tiators, stating: “The TPP proposes to freeze 

into a binding trade agreement many of the 

worst features of the worst laws in the TPP 

countries, making needed reforms extremely 

difficult if not impossible.”15 The high price 

of such an anti-democratic agreement to 

health care costs, Canadian dairy, poult-

ry and egg farmers, our artists and cultur-

al industries, internet freedom, and a wide 

range of other public interests is now be-

coming clear.

Foreign policy shift

In December the federal government un-

veiled its new Global Markets Action Plan 

under which “all diplomatic assets of the 

http://www.progressive-economics.ca/2012/02/18/trans-pacific-partnership/
http://wikileaks.org/tpp/
http://wikileaks.org/tpp/
http://keionline.org/sites/default/files/jstiglitzTPP.pdf
http://keionline.org/sites/default/files/jstiglitzTPP.pdf
http://international.gc.ca/global-markets-marches-mondiaux/plan.aspx?lang=eng
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Government of Canada will be marshalled 

on behalf of the private sector…” (emphasis 

added) in pursuit of commercial interests 

in foreign markets.16 This culminates a ser-

ies of reforms by the federal government to 

put the full powers of the Canadian state at 

the service of corporate interests. These re-

forms include funding cuts to environment-

al and sustainable development groups, ab-

sorbing the formerly independent Canadian 

International Development Agency into the 

trade department, tying foreign aid to pro-

jects supporting the mining industry, and 

spying on friendly foreign governments on 

behalf of the resource extraction and energy 

industries. The Action Plan also stresses that 

the government will intensify its efforts to 

sign as many trade and investment protec-

tion agreements as possible. 17 The breadth 

of these constitutional-style documents, 

the secrecy under which they are negotiat-

ed, and the difficulty of altering them once 

they are signed highlight Canada’s policy to 

support private enterprises to the detriment 

of the broader public interest.

Measures are anti-democratic

This pattern of unbalanced trade-offs and 

concessions raises the question: why would 

anyone embrace this agenda? The current 

federal government sees these sacrifices of 

basic interests (and key policy flexibility) as 

desirable domestic reforms, and the strongest 

corporate supporters, such as brand-name 

pharmaceutical companies and agri-food 

corporations, advocate trade and invest-

ment treaties as a way to change Canadian 

domestic policies. However, these treaties 

are unpopular with Canadians. Altering key 

domestic policies through the back door of 

international trade treaties, while locking 

in unpopular policy reforms, is fundamen-

tally illegitimate.

Along with rising public concern about 

CETA and the TPP as their full implications 

become more widely understood, there is 

now hope that this anti-democratic agen-

da can be prevented.

In addition to the above, significant pub-

lic backlash against the Foreign and Invest-

ment Protection and Promotion Agreement 

(FIPA) with China continues.18 FIPA was 

signed in 2012 but has not yet been ratified.

AFB Actions

•	Investor-state dispute settlement claims 

could subject Canada to unfunded liabil-

ities amounting to hundreds of millions, 

perhaps billions, of dollars. Neverthe-

less, the federal government asserts that 

“Canada has not estimated a potential 

fiscal liability under the [Canada-China 

investment agreement] because it has no 

intention of violating the terms of this 

or any other International agreement 

to which it is a Party.”19 Canada has al-

ready paid out approximately $160 mil-

lion to investors to settle NAFTA invest-

or-state claims, and has incurred tens 

of millions more in legal costs.

The AFB will refuse to sign any further 

bilateral or regional trade and investment 

agreements that include investor-state dis-

pute settlement.
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•	A CCPA study by health care experts Joel 

Lexchin and Marc-Andre Gagnon esti-

mates the cost of CETA-mandated chan-

ges to Canada’s patent system for drugs 

at $850 million to $1.625 billion annual-

ly. 20 The federal government’s own re-

search estimates that each additional 

year of monopoly protection for brand-

name drugs will increase Canadian drug 

costs by $300 million to $900 million an-

nually. 21 In addition, any concessions on 

drug patents made in CETA would be-

come the starting point for further ne-

gotiations in the TPP negotiations, lead-

ing to further cost increases.

The AFB rejects demands by the EU 

in CETA and by the U.S. in the TPP to ex-

tend patent terms for brand-name phar-

maceuticals, thereby avoiding increasing 

costs for consumers estimated at hun-

dreds of millions of dollars annually.

•	The AFB will ensure that Foreign Affairs, 

Trade and Development Canada pro-

motes Canadian trade within an over-

arching foreign policy framework that 

pursues and promotes peace, demo-

cratic development, respect for privacy, 

and human rights. As such, the AFB will 

spend $99 million a year to:

•	The AFB will reverse the cuts to the 

Trade Commissioner Service, which 

helps Canadian businesses sell their 

goods and services in internation-

al markets.

•	The AFB will restore funding to con-

sular offices and services in the U.S., 

which advise and assist Canadian ex-

porters in our largest foreign market.

•	The AFB will establish parliament-

ary and budgetary oversight of the 

activities of the Communications Se-

curity Establishment Canada.
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Water

Background

Canada needs a national water policy based 

on the principles of water as a commons, 

a public trust, and a human right. The no-

tion of the “commons” asserts that water is 

a common heritage owned by no one yet be-

longing to everyone. A commons framework 

requires a shift in water governance to pri-

oritize the human right to water, public par-

ticipation, and the inclusion of First Nations 

and other communities in decision-making. 

Public trust principles require governments 

to protect water sources for communities’ 

reasonable use, and to make private use 

subservient to community rights.

On July 28, 2010, 122 countries voted to 

pass a resolution at the United Nations Gen-

eral Assembly recognizing the human right 

to water and sanitation. On September 23, 

2011, the United Nations Human Rights Coun-

cil (HRC) passed a resolution on the human 

right to safe drinking water and sanitation 

and called upon governments to:

•	develop comprehensive plans and strat-

egies, including clearly defined respon-

sibilities for all water and sanitation sec-

tor actors;

•	monitor and assess the implementation 

of plans of action and ensure the free, ef-

fective, meaningful, and non-discrimina-

tory participation of all people and com-

munities concerned, particularly those 

living in disadvantaged, marginalized, 

and vulnerable situations;

•	ensure that services are affordable for 

everyone; and

•	provide a framework of accountability 

with adequate monitoring mechanisms 

and legal remedies.1

After its longstanding opposition to the 

human right to water and sanitation, Can-

ada finally recognized this human right in 

June 2012 at the United Nations Conference 

on Sustainable Development.

Current Issues

National Public Water and 
Wastewater Infrastructure Fund

The AFB will embark on an ambitious 20-

year program to maintain and replace water 

infrastructure across the country. The total 

replacement value of water, wastewater, and 

stormwater assets is $362 billion. The Feder-

ation of Canadian Municipalities (FCM) esti-

mates the cost of replacing systems graded 

“poor” or “very poor” to be $15 billion (see 

Table 15).2

Over the next six years, the AFB will re-

place water infrastructure currently rated 

“poor” or worse. The remaining infrastructure 

requires a transparent, long-term mainten-

ance plan. In order to maintain water infra-
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structure assets currently graded “fair,” a 

total investment of $26 billion over the next 

20 years is needed, assuming an annual re-

investment rate of 2% of the total value of 

water, wastewater, and stormwater assets 

currently worth $66 billion. Systems graded 

“good” or better will require a total invest-

ment of $56 billion over the next 20 years, 

assuming an annual re-investment rate of 

1% of the total value of water, wastewater, 

and stormwater assets currently worth $281 

billion. The total value of water system main-

tenance and replacement will be $97 billion 

over the next 20 years.

As with other infrastructure programs, 

the AFB will require matching funding from 

the provinces and municipalities. However, 

given the disproportionate burden that mu-

nicipalities already carry for infrastructure, 

the federal government will pay 40%, the 

provinces 40%, and municipalities only 20%.4

Of the total $97 billion from all levels of 

government, the federal government will 

therefore contribute $39 billion over the 

coming 20 years. The AFB allocates $2.6 

billion annually for the first six years to re-

place infrastructure considered in poor and 

worse shape and for maintenance and cap-

ital to improve “fair” or better water systems.

After the first six years, the AFB com-

mits $1.6 billion annually for the remain-

ing 14 years to maintain water systems that 

are currently “fair” or better. The provinces 

will match this funding and municipalities 

will pay 50% of those levels to maintain the 

federal-provincial-municipal split speci-

fied above.

The AFB will create an annual fund to 

which municipalities with declining tax 

bases can apply for assistance. Funding will 

be provided through a mix of both per capita 

and grant based formulas to ensure equity 

and to target communities with the greatest 

needs. Water sustainability planning will 

be a key component of this, together with 

training and human resource development.

Over 150 billion litres of raw sewage are 

flushed into waterways every year.5 The feder-

al government passed new wastewater regu-

lations in June 2012. Municipalities depend 

on federal and provincial funding to imple-

ment the regulations and protect wastew-

ater treatment as a public service. The FCM 

calculates that the new regulations will cost 

Table 15 Water Infrastructure in Canada ($ Billions)3

Replacement 
value of assets in 

fair condition

Replacement 
value of assets 

in poor or worse 
condition

Replacement 
value of assets 

in good or better 
condition

Replacement 
Value of Total 

Assets

20-year 
maintenance 
costs for fair 

assets (2% of 
total replacement 

value)

20-year 
maintenance 

costs for good 
or better (1% of 

total replacement 
value)

Drinking Water 23 3 145 171

Wastewater 31 8 83 122

Stormwater 12 4 53 69

Total 66 15 281 362 26 56
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at least $20 billion for plant upgrades alone, 

with further spending on system-wide up-

grades required over the next two decades.6 

The AFB will also work with provincial gov-

ernments to harmonize reporting require-

ments, with the goal of reducing the cost 

of administering regulations.

The AFB will devote spending exclusive-

ly to publicly-owned and operated water 

infrastructure instead of promoting priva-

tization through the Public-Private Partner-

ship (PPP) Canada Fund. Municipalities have 

the experience and expertise in water and 

wastewater management and are far more 

accountable to the public than private cor-

porations. Water and wastewater projects 

will be excluded from PPP Canada fund-

ing criteria. For more details, see the Pub-

lic Services chapter.

Canada drew lessons from the Walk-

erton disaster and established provincial 

regulations and mandatory certification 

requirements for water operators. The AFB 

will provide support for ongoing water oper-

ator training, public sector certification and 

conservation programs, including restoring 

the water-efficiency labelling program cut 

in May 2011. More needs to be done, how-

ever, including enacting national, legally 

binding standards for drinking water to re-

place the current guidelines.

First Nations’ water rights

Despite repeated pledges from the federal 

government to ensure clean drinking water, 

Health Canada reported 89 water advisories 

in First Nations in December 2013.7 There are 

routinely over 100 water advisories in effect, 

with some communities living under advis-

ories for over ten years.8 The “Safe Drinking 

Water for First Nations Act” passed into law 

in June 2013. The Act sets necessary high stan-

dards, but fails to allocate needed funding 

to meet the standards. Therefore, the AFB 

makes a significant 10-year investment in 

on-reserve water and wastewater facilities 

worth $4.7 billion. For more details, see the 

First Nations chapter.

The AFB respects Aboriginal self-deter-

mination, the authority of Indigenous gov-

ernments and First Nations’ water rights. 

It incorporates Indigenous knowledge and 

seeks the consent of and meaningful par-

ticipation of Indigenous peoples on water 

and wastewater policies.

Sustaining and improving quality

The responsibility for monitoring water 

quantity and quality is shared among all 

three levels of government. Canada has the 

resources to be a leader in environmental 

research but Canadian scientists are con-

cerned that research is under threat because 

of legislative changes, severe funding cuts 

and a lack of coordination.

The federal government’s cuts to the Ex-

perimental Lakes Area (ELA) and other critic-

al environmental programs hinder its ability 

to develop freshwater policies and respond 

to threats to water. Since 1968, the ELA, a 

world-renowned freshwater research cen-

tre, has conducted groundbreaking studies 

on the health of freshwater, including the 

impacts of human activities and chemical 

contamination, acid rain, climate change 

and the effects of mercury on fish and water.



154 Canadian Centre for Policy Alternatives

The Ontario and the Manitoba govern-

ments have committed to funding the ELA 

for several years despite the ELA being a 

federal responsibility. To address the num-

erous information gaps in water quality 

and quantity the AFB will reinstate feder-

al funding for the ELA as well as for the UN 

Global Environmental Monitoring System/

Water Programme, a global water quality 

database. The AFB will create a water min-

ister position to coordinate the more than 

20 departments that set federal policies af-

fecting water.

Water withdrawals and exports

Although Canada holds nearly 20% of the 

world’s fresh water, only 1% of our water 

is renewable, or replenished by rain or 

snowfall every year. A 2010 Statistics Can-

ada study showed that renewable water in 

southern Canada declined by 8.5% between 

1971–2004.9

In recent years, right-wing think tanks 

in both the United States and Canada have 

floated proposals to export water from Mani-

toba and Quebec. The AFB bans bulk water 

exports as these projects would be tremen-

dously costly, require vast amounts of energy, 

and pose serious threats to watersheds.

Since a third of Canadian communities 

rely on groundwater for drinking water, the 

AFB commits $3 million to implementing a 

thorough groundwater protection plan in-

cluding:

•	identifying and mapping groundwater 

sources;

•	applying the public trust doctrine to 

groundwater, which will give priority 

to basic human needs and water for 

ecosystems;

•	prohibiting the extraction of ground-

water in quantities that exceed its re-

charge rate; and

•	a “local sources first” strategy that gives 

first rights to local people, farmers, and 

communities.

Virtual water is the amount of water 

used to produce or process a good or a ser-

vice. Canada net exports 59.9 Bm3 of virtu-

al water each year, making it the second 

net virtual water exporter in the world.10 

The AFB commits $1 million to complete a 

comprehensive review on virtual water ex-

ports from Canada.

Protecting the Great Lakes Commons 
and other priority waterways

The Great Lakes hold the majority of Can-

ada’s fresh water and provide drinking water 

to 42 million people in the Basin. They also 

face significant threats, including pollution, 

extraction, loss of wetlands, and invasive 

species. The last federal budget failed to 

commit any new funding to the Great Lakes.

The AFB commits $500 million to estab-

lishing a Great Lakes Commons framework, 

based on empowering local decision-mak-

ing and a co-management model that en-

sures true collaboration between commun-

ities and governments.11 Funding will also 

be dedicated towards cleaning up areas of 

concern and priority zones, controlling in-
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vasive species, calculating the amount of 

water in the Great Lakes and total water 

withdrawals, protecting wetlands, and cre-

ating an inventory on pollutants that are not 

covered by the Great Lakes Water Quality 

Agreement and the National Pollutant Re-

lease Inventory.

The AFB also calls for a ban on frack-

ing and oil and gas exploration in the Great 

Lakes, St. Lawrence River and Gulf of St. 

Lawrence as well as a ban on the transport 

of tar sands bitumen through pipelines and 

shipments through the Great Lakes Basin. 

This will curb costly clean up projects.

A just transition from fossil fuels

Tar sands projects release four billion litres 

of contaminated water into Alberta’s ground-

water and natural ecosystems every year.12 

Toxins connected to tar sands production 

have been found as far downstream as the 

Athabasca Delta, one of the largest fresh-

water deltas in the world.

Incidents of rare forms of cancer, respira-

tory diseases, and cardiovascular diseases 

in communities nearby and downstream 

have increased with the accelerated rate 

of tar sands development. Major proposed 

pipeline projects, including the Energy East 

pipeline from Alberta to New Brunswick, En-

bridge Northern Gateway and Kinder Morgan 

Trans Mountain Pipeline in British Colum-

bia, the Alberta Clipper to the Great Lakes 

as well as the reversal of Line 9 in Ontario 

and Quebec, would transport tar sands or 

fracked oil across the country, exacerbat-

ing climate change and putting water, food, 

and public health at risk. An in-depth study 

on the effects of tar sands development on 

water is needed.

First Nations and other communities 

across Canada are raising concerns about 

hydraulic fracturing (fracking), a contro-

versial practice that uses sand, water and 

chemicals to blast rock formations in or-

der to extract natural gas or oil from them. 

There are many risks associated with frack-

ing, including groundwater contamination, 

poor air quality and climate change. Further 

challenges include the lack of safe options 

for disposing of fracking wastewater and the 

link to increased risk of earthquakes. En-

vironment Canada and the Council of Can-

adian Academies are conducting reviews on 

fracking. The AFB calls for a moratorium on 

fracking until these reviews are complete.

The 2008 report by the Intergovernment-

al Panel on Climate Change highlighted the 

effects of climate change on water in Can-

ada, including droughts, intense precipita-

tion, and increased temperatures. The fed-

eral government has failed to plan for the 

impact of climate change on Canadian water-

sheds and water infrastructure. A just tran-

sition away from the tar sands and all fos-

sil fuels, given the reality of climate change, 

is imperative. In the meantime, the AFB al-

locates $5 million for research on the im-

pact of climate change on watersheds and 

infrastructure, renewal of the Flood Dam-

age Reduction Program, drought and flood 

planning, and support for Indigenous com-

munities.
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Omni-gutting environmental 
legislation

The 2012 omni-budget bills implemented 

sweeping changes to environmental laws 

and removed critical safeguards for water 

protection. The Canadian Environmental As-

sessment Act was replaced with a new act 

that eliminated 3,000 federal environmental 

assessments. The federal government also 

gutted the Fisheries Act, abdicated respon-

sibility for 99% of lakes and rivers by over-

hauling the Navigable Waters Protection 

Act, and put in question work safety and 

disclosure of fracking and other chemicals 

by eliminating the Hazardous Materials In-

formation Review Commission.

Two project proposals on Line 9 and a 

water withdrawal application by Encana 

for a B.C. fracking project that are currently 

moving ahead are examples of the environ-

mental assessments cancelled by budget 

bill C-38. The bills not only mark a troub-

ling move to stifle democratic debate on en-

vironmental policy, but also cast doubt on 

the government’s ability to uphold the hu-

man right to water and sanitation. The AFB 

will rollback the changes to environment-

al legislation contained within the omni-

bus budget bills and require that any subse-

quent amendments be introduced separately 

and trigger thorough assessments, includ-

ing public hearings and the free, prior and 

informed consent of First Nations.

The AFB removes the Schedule 2 loop-

hole from the Fisheries Act. Lakes that would 

normally be protected as fish habitat by the 

Fisheries Act are now being redefined as “tail-

ing impoundment areas” in a 2002 schedule 

added to the Metal Mining Effluent Regula-

tions of the Act. Once added to Schedule 2, 

healthy freshwater lakes lose all protection 

and become dump-sites for mining waste. 

Canada is the only industrialized country to 

allow this practice. Schedule 2 is the equiva-

lent of a major subsidy to corporations by 

giving them a lake rather than them build-

ing their own containment systems.

The AFB will exclude water as a good and 

service from all international trade agree-

ments, including the North American Free 

Trade Agreement (NAFTA) and the Canada-

EU Comprehensive Economic and Trade 

Agreement, and Trans-Pacific Partnership. 

When water is considered a tradable good 

or service under international trade agree-

ments, there is too much pressure to com-

moditize it and leave its management and 

distribution to “market” forces, undermin-

ing sustainability and rights-based access. 

These agreements also make water-related 

policy and other measures vulnerable to in-

vestor-state challenges that involve a pro-

prietary interest in water, its distribution 

and treatment.

In 2010, the federal government set-

tled a NAFTA challenge brought against 

Canada by pulp and paper company Abi-

tibiBowater for $130 million. By excluding 

water in trade agreements, the AFB will 

avert threats to Canada’s water and costly 

NAFTA challenges. It will also protect the 

rights of municipalities, provinces, and 

territories to regulate or create new public 

monopolies for the delivery of water servi-

ces and sanitation without having to worry 

about trade and investment challenges. 

On September 6, 2013, Lone Pine Resour-
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ces filed a $250-million NAFTA lawsuit chal-

lenging Quebec’s moratorium on fracking 

in the St. Lawrence Valley. Water-intensive 

industries such as mining and energy see 

these treaties as a means to pressure gov-

ernments into approving potentially dan-

gerous projects, or in penalizing govern-

ments who get in their way. The AFB will 

put an end to Canada’s practice of includ-

ing these excessive investment protections 

in free trade agreements and stop signing 

Foreign Investment Protection and Promo-

tion Agreements. Existing treaties will be 

amended to protect communities’ rights to 

develop regulations on water protection.

AFB Actions

The following measures begin the process 

of developing a national water policy that 

makes the conservation and protection of our 

water a public trust and safe, clean drinking 

water and sanitation a human right.

The AFB will support the full realization 

of the Right to Water and Sanitation, by:

•	creating a National Public Water and 

Wastewater Fund (federal cost: $2.7 bil-

lion a year);

•	implementing a new Wastewater Sys-

tems Effluent Regulations (cost: $1 bil-

lion a year over 20 years).

The AFB will ensure the safety and sus-

tainability of Canada’s freshwater supply, 

including by:

•	implementing a comprehensive action 

plan to protect the Great Lakes (cost: 

$500 million);

•	Clean up priority waterways (cost: $950 

million a year for five years);

•	establishing water quality and quan-

tity monitoring frameworks (cost: $327.5 

million over three years), including by:

•	increasing the number of monitor-

ing stations;

•	training staff in water monitoring;

•	contributing to the UN Global En-

vironment Monitoring System;

•	creating a new water minister pos-

ition;

•	reinstating federal funding for the Ex-

perimental Lakes Area (cost: $2 million).

The AFB will support and fund environ-

mental impact research, including by:

•	providing assessments of all energy and 

mining projects (cost: $50 million);

•	providing an in-depth and independent 

study of the effects of tar sands develop-

ment and incorporating public input in 

the federal reviews on fracking (cost: 

$32 million).

Notes
1  United Nations Human Rights Council (2011). The Human Right To Safe 
Drinking Water And Sanitation (A/HRC/18/L.1). Geneva: United Nations 
Human Rights Council.

2  Felio, Guy et al (2012). The Canadian Infrastructure Report Card. Can-
adian Infrastructure. http://www.canadainfrastructure.ca/en/index.html

3  Felio, Guy et al (2012). The Canadian Infrastructure Report Card. Can-
adian Infrastructure. http://www.canadainfrastructure.ca/en/index.html
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Youth

Background

There are currently an estimated 4.6 mil-

lion people between the ages of 15 and 24 

in Canada.1 This may seem like a large num-

ber, but overall, the Canadian population 

is ageing, with the median age rising mark-

edly from 27.1 years in 1974 to 40.2 years in 

2013.2 Youth, those aged 15–24, account for 

just 13% of the population today, compared 

with 19% thirty years ago.

Nearly half (44%) of all young Canadians 

are pursuing some form of schooling, and 

are directly affected by public policy on sec-

ondary and post-secondary education.3 The 

amount of money governments commit to 

education, the proportion of the cost that is 

individualized, credit transfers between in-

stitutions and the presence or absence of an 

overarching national strategy (see the Post-

secondary Education chapter of the AFB) all 

impact the institutions and systems young 

students encounter.

The remaining 54% of Canada’s young 

people are not in school, so it is incorrect 

to assume that attention to “student issues” 

suffices as attention to “youth issues.” A ma-

jority of young non-students (and roughly 

half of all young students) are also in the 

labour force, either employed or looking for 

employment.4 These people have a stake in 

labour market policy and regulations, as do 

prospective graduates who hope for employ-

ment. Labour market regulation that affects 

the school-to-work transition shapes the job 

opportunities available to recent graduates.5 

Labour market regulations and policy have 

not been updated to reflect the rise of pre-

carious work.6

Taking an even wider view, the rela-

tionships between school, work, and home 

have shifted dramatically over the last sev-

eral decades, with significant consequences 

for the timing of major life events and tran-

sitions. The average ages at which people 

marry, leave their parents’ homes, settle 

into full-time jobs, finish school, and start 

families have all risen, spurring a flurry of 

writing about “delayed life transitions”, 

“boomerang kids” and “extended adoles-

cence.”7 Much of this research has point-

ed to political and economic shifts, such 

as the expansion of post-secondary educa-

tion, the increasing participation of women 

in the labour force, the stagnation of medi-

an wages, and the shift towards a so-called 

“knowledge economy,” as explanations for 

protracted pathways to adulthood.

Research has also shed light on the di-

versity of young people’s pathways, rais-

ing the important point that “youth” by no 

means constitutes a homogeneous group. 

Young people from rural areas and low-in-

come families, those who leave school early, 

Aboriginal youth, recent immigrants, young 

people with physical and cognitive disabil-

ities, young parents, LGBTQ youth, racial-

ized, homeless, and unemployed young 
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people, each face different challenges. Dis-

proportionately marginalized, these popu-

lations often lack the social, financial, and 

cultural capital to overcome barriers to em-

ployment, civic participation, family and 

personal stability, as well as post-second-

ary education.

Complicating this still further is the fact 

that young people’s participation in Can-

ada’s electoral system is waning. There is a 

growing sense that party politics and elect-

ed governments fail to connect with young-

er people coming of age in a world where 

conditions demand radically different struc-

tures and practices of government than 

those developed by preceding generations. 

It may well be that increasing the youth vote 

would do nothing to change the content of 

policy and platforms. But if electoral pol-

itics is the best, legitimate, or most direct 

way for citizens to influence the policy and 

planning decisions that affect their lives, 

young peoples’ disengagement from trad-

itional state-centered political structures 

could mean that their needs and interests 

will not be represented therein.

Current Issues

In recent years, three topics have domin-

ated political and public discourse around 

youth in Canada: unemployment, elector-

al participation, and mental health. How-

ever, all three have yet to elicit much in the 

way of concrete policy responses from the 

federal government.

Youth un(der)employment

Record-breaking levels of youth unemploy-

ment around the world have thrust the issue 

into the media spotlight. Worldwide youth 

unemployment has reached crisis propor-

tions, with 73.4 million young people ex-

pected to be unemployed globally in 2013.8 

Fortunately, the situation in Canada is not 

as dire, where 14% of 15-to-24-year-olds here 

are unemployed.9 However, there has been 

a substantial rise in part-time, non-perma-

nent work among young Canadians — jobs 

that tend to be lower-paid and lack access 

to benefits and training opportunities — in-

creasing the precariousness of many young 

workers’ employment situations.10

Moreover, youth unemployment in Can-

ada has risen over the last decade. The last 

time it was this high was in the 1990s, al-

though it is considerably lower today than 

in the early 1980s, when it passed 20%.11 Yet, 

since the 1970s, public spending on supports 

specifically for young adults and young fam-

ilies has remained minimal, while govern-

ment spending on retirement income sup-

ports and health care for older Canadians 

has grown.12 In the 1980s, the federal govern-

ment did introduce several measures under 

the umbrella of a Youth Employment Initia-

tive, which included wage subsidies for em-

ploying disadvantaged young people, fund-

ing for community projects with a youth 

focus, and youth units at Canada Employ-

ment Centres.13 While a Youth Employment 

Strategy with a similar basic structure has 

survived, no significant adjustments have 

been made to respond to the current rate of 

youth unemployment, its effects on individ-
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uals and the economy, and the significant 

political, economic and social transforma-

tions that have taken place since the 1980s.14

One such transformation is the sub-

stantial rise and spread of unpaid intern-

ships, with an estimated 100,000 to 300,000 

young people working for no pay across 

the country.15 Once the domain of specific 

industries — journalism and television, for 

example — and usually leading to full-time 

paid employment, unpaid internships are 

now cropping up in retail businesses, call 

centres, graphic design firms, hotels, cloth-

ing manufacturers and even some federally-

regulated businesses (such as Bell Canada), 

and are often not connected to any future 

employment with the same employer.16

There is some evidence that internation-

al students coming to Canada to study, as 

well as young immigrants, face a higher risk 

of being exploited by unpaid internships.17 

International students are often placed in 

internships with employers who do not 

provide any form of education or training. 

Poorly regulated language schools and ca-

reer colleges often have arrangements with 

local employers who pay a fee to be provid-

ed with students who are required to work 

without pay.18 This appears to be a particular 

problem in major urban centres like Toron-

to, Montreal, and Vancouver. Internation-

al students and young immigrants in these 

cities and elsewhere who find themselves in 

exploitative unpaid internships likely have 

difficulty getting help from provincial and 

federal authorities due to language barriers, 

poor knowledge of workplace laws, a power 

imbalance, and little enforcement activities 

from provincial or federal authorities.19

Unpaid internships are typically illegal 

across Canada, as these jobs violate min-

imum wage rates and rules against contract-

ing out of minimum employment standards. 

In some provinces there are strict limita-

tions on the responsibilities an unpaid in-

tern can have, but legislation varies widely 

and is often too vague to enforce; it is also 

generally complaint-driven, so it is under-

enforced. In Ontario, for example, if an in-

tern is performing tasks that are essential 

to the running of the business, they can-

not be classified as interns, and must in-

stead be classified and paid as employees. 

In Nova Scotia, the only substantial qualifi-

cation is that the intern has to enter into the 

internship voluntarily.20 The legality of un-

paid internships notwithstanding, the mor-

ality of expanding opportunities for what 

in many cases amounts to unpaid work is 

questionable, particularly in light of high 

and rising youth unemployment, crippling 

student debt, and the increasing difficulty 

of home ownership, family formation and 

post-secondary completion — life course 

markers that contribute to healthy econ-

omies and societies. Moreover, because it is 

debatable whether unpaid interns are cov-

ered under the current Canada Labour Code 

(covering federally-regulated employers), 

they often do not receive the same benefits 

and security afforded to paid employees by 

law, and are at increased risk of being sub-

ject to exploitative and dangerous working 

conditions without penalty to the employ-

er.21 They are typically unable to make and 

claim EI and CPP contributions, nor do they 

pay income tax.
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There are already mechanisms in place 

that could deal with the problems around 

unpaid internships. The Canada Revenue 

Agency and the Labour Program have the 

records and authority to identify and cor-

rect instances of “employee misclassifica-

tion” — workers who are, by virtue of their 

responsibilities at their employer, employ-

ees, but who are “misclassified” as interns. 

These investigations can also reveal where 

employees are misclassified as independent 

contractors.22 But there are presently two ma-

jor roadblocks in the way of measures that 

could protect young people from illegal and/

or exploitative unpaid internships. First, the 

vague and varying legislation across Can-

adian provinces, coupled with the lack of 

federal regulations, means that stamping 

out unpaid internships currently depends 

on complaints brought through costly and 

lengthy court cases, and is thus proceeding 

very slowly. Second, unpaid internships are 

not tracked by official statistics, so there is 

no way of knowing exactly how many un-

paid interns are working for free, for how 

long, for which employers, where, and who 

these unpaid interns are.23 The demand for 

overarching regulations, and the politic-

al will to respond to this demand, will be 

driven by accurate knowledge of the scope 

of the problem.

Electoral participation

During the last two federal elections, young 

Canadians were singled out as a particularly 

apathetic segment of the voting-age popu-

lation. In 2011, only 38.8% of eligible voters 

under age 25 voted in the federal election; in 

2009, turnout was slightly lower, at 37.4%. 

In comparison, the overall voter turnout in 

2011 was 58.5%, and the oldest voters turned 

out in droves — for example, 75% of those 

aged 65–74 cast ballots. Although Elections 

Canada has developed some campaigns to 

encourage young people to vote, and has 

announced that it will expand voting op-

portunities on campuses, most action on 

this front has been undertaken at the civic 

level by organizations such as LeadNow, or 

through events such as “Vote Mobs.”

Mental health and bullying

According to the Canadian Mental Health 

Association, 10–20% of young Canadians 

are dealing with mental illness and, of those 

afflicted, only one-fifth receive any men-

tal health services. Young people in men-

tal distress most often turn to emergency 

rooms as their first point of contact.24 Mar-

ginalized young people, such as those liv-

ing on the street, as well as youth in rural 

areas or immigrant youth, face additional 

barriers when it comes to accessing mental 

health services — either because no such ser-

vices are available in their area or because 

the services that exist are offered through 

institutions that require membership (e.g. 

universities) or are not equipped to deal 

with a diversity of issues and clientele. In 

addition to the high social cost of mental 

illness — the stress on individuals, and the 

despair for families and friends — mental 

illness that goes unrecognized, unreported 

and untreated also costs the economy mil-

lions of dollars in disability claims, produc-

tivity losses, crime, and unnecessary hos-



Striking a Better Balance: Alternative Federal Budget 2014 163

pitalization.25 The Canadian Mental Health 

Commission was appointed to develop Can-

ada’s first Mental Health Strategy in 2007, 

and their findings and recommendations 

were published in 2012. It is unclear to what 

extent their recommendations have been 

put into action.

In the meantime, several high-profile teen 

suicides in Canada have thrust the issue into 

the national spotlight, with the more specific 

issue of bullying receiving much of the atten-

tion. These recent deaths, along with relat-

ed grassroots and celebrity-led campaigns 

to end bullying, have helped promote the 

understanding of bullying as a social prob-

lem (rather than an isolated, interpersonal 

issue) that is deeply interconnected to the 

holistic health of young people. Many polit-

icians at the municipal, provincial and fed-

eral levels have tried to deal with bullying 

through government legislation and mo-

tions for a National Anti-Bullying Strategy. 

The current federal government has said, 

however, that bullying should be dealt with 

at the local or community level.26

AFB Actions

The AFB will introduce a Young Workers 

Initiative. Youth will be defined as people 

aged 15–29. The Young Workers Initiative 

will include:

•	Wage subsidies for employers that hire 

young workers. Employers that hire new 

workers aged 15–29 will be eligible to 

apply for a $10/hr wage subsidy for the 

first two months of employment. Condi-

tions include that the wage meet prov-

incial living-wage standards, that the 

jobs offer some training component, 

are above entry level and/or offer real-

istic possibilities for advancement with-

in the organization, and are permanent. 

(Cost: $100 million.)

•	Linking young workers with employers. 

The AFB will improve upon the exist-

ing Service Canada youth job bank by 

creating a stand-alone job bank that ex-

plicitly connects young workers with the 

employers and industries facing labour 

shortages.27 Data on industry job open-

ings and losses, as well as graduate place-

ment rates of university and college pro-

grams, will be housed on the website, 

to assist young people who are deciding 

if and where to train for a specific job.

•	Public Works projects for young workers: 

All federally-funded infrastructure pro-

jects will reserve, at minimum, one-fifth 

of the jobs they create for young workers.

•	Tracking Unpaid Internships: Statistics 

Canada will add a series of questions 

about unpaid internships in their month-

ly Labour Force Survey, in order to track 

the number, duration, and industry of 

unpaid internships and the age, gender 

and education level of unpaid interns.

The AFB will implement reforms to the 

Canada Labour Code to protect young work-

ers in precarious employment, including:

•	Amend Part II of the Canada Labour 

Code to specifically cover interns, train-

ees, and students under all provisions 
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granting protections related to occupa-

tional health and safety.

•	Amend Part III of the Canada Labour 

Code to specifically i) prohibit unpaid 

internships and unpaid trainees under 

Part III of the Canada Labour Code; and 

ii) cover interns, trainees, and students 

under all provisions granting protections 

related to labour standards under Part 

III of the Canada Labour Code.

•	Amend section 239.1 of the Canada Labour 

Code so that federally-regulated employ-

ers must provide students, interns, train-

ees, or learners who are absent from 

work due to work-related illness or in-

jury with wage replacement, payable 

at an equivalent rate to that provided 

for under the applicable workers’ com-

pensation legislation in the province of 

permanent residence for the person. The 

equivalent rate would be no less than the 

hourly average industrial wage.

•	Proactive Enforcement: the federal gov-

ernment, in partnership with provincial 

counterparts as necessary, will develop 

proactive enforcement plans to identify 

employers that use unpaid interns and 

penalize any practices that are illegal 

under an amended Canada Labour Code.

The AFB will make it an explicit gov-

ernment priority to assess and address the 

problem of youth electoral participation.

•	It will hire an independent research firm 

to conduct an in-depth, nationwide study 

of youth electoral participation, using 

quantitative survey methods as well as 

qualitative focus groups and town hall 

meetings. The study will also include 

a survey of global youth electoral par-

ticipation, in search of “best practices” 

or the conditions that appear to lead 

to increased youth participation. The 

goal will be to identify possible chan-

ges to the elections process and legis-

lation, as well as the political system, 

in Canada. Specifically, it will explore 

the potential of online voting and com-

pulsory voting, and the connection be-

tween public education curricula (e.g., 

the presence or absence of civics class-

es) and voting behaviour.

The AFB will develop and implement a 

mental health strategy.

•	Using a “social determinants of health” 

perspective, the mental health strategy 

will identify and address the contextual 

factors that contribute to mental illness 

as a social problem and exacerbate its 

negative effects.
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