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This year’s Alternative Federal Budget is dedicated to the mem-

ory of Michael McCracken (1940-2015).

In the 1990s, when the consensus of the decision-making estab-
lishment swung toward balanced budgets and reduced government
spending, Mike remained unswervingly committed to full employ-
ment as the top policy priority, and to the power—and responsibil-
ity—of government to achieve this goal.

Mike’s contribution to the AFB cannot be overstated. From almost
the very start of our exercise in civil society budget-making, Mike
lent the considerable weight of his macro forecasting model to valid-
ate the AFB’s fiscal and economic plan. In other words, he put his
reputation on the line to assert the AFB could meet its goals; that
the numbers added up.

Mike’s validation provided a major boost to the legitimacy of the
AFB, thereby helping to establish the project as a fixture on the fed-
eral public policy scene. His endlessly generous support, both per-
sonal and institutional, provided methodological rigour to our work,
and broadened our perspectives as analysts and people.

But obviously Mike’s impact went far beyond the AFB. His tow-
ering intelligence provided those of us who worked with him a last-
ing legacy on how to approach economic problems—with the best
technical skills possible, and based on profoundly humane princi-
pals. Mike set a high bar that continues to challenge and encourage

us to do better and be better.
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Introduction

The past decade in Canada has taught us to
think small, be cautious, exercise restraint.

It’s time to think big again.

The federal government is the small-
est it’s been since before the Second World
War. Federal total spending as a share of
the economy stands at 13% of GDP, its low-
est point in the past 60 years. The last time
the government was this small we had no
national health care plan, no pension plan,
no guaranteed income supplement, no em-
ployment insurance. Federal revenues have
been diminished by cuts to the corporate tax
rate, regressive income tax policies, and tax
evasion on an ever-widening scale.

The result has been a measurable with-
drawal of public services and support pro-
grams upon which many rely, and at pre-
cisely the moment they will need those
services the most. The current period of slow
growth has crept up on us, but it was not
invisible. The previous government mere-
ly ignored it to pursue laissez-faire auster-
ity measures instead — policy choices that
have narrowed employment opportunities,
depressed wages, and shrunk Canada’s so-
cial safety net.

All of this is reversible. The right poli-
cies can help create jobs, grow wages, and
renew our faith that the future will deliver
more than the past.

Without question there is room to grow.
Persistently low oil prices do not spell the
end of our fiscal capacity. They point to the
need to build a more diverse economy and
do more to redistribute the resources avail-
able to us already. In spite of slow growth,
low oil prices, and the falling value of the
loonie, corporate profits maintain the gains
they held over wages dating back to the
1990s. The distribution of wealth remains
highly uneven, with more of it in the hands
of the 86 people at the top of Canada’s in-
come spectrum than belongs to the bottom
34% of the population.

Canada’s overall tax system has become
so regressive that the top 1% pays a lower
share of income in taxes than the poorest
10%. There are many changes we could make
to our tax policies that would make the sys-
tem more equitable while generating sub-
stantial additional revenues. For example,
the AFB proposes to tax income from cap-
ital investments at the same rate as employ-

ment income, increase the federal corporate
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income tax rate from 15% to 21% (still lower
than it was in 2006), and increase the gov-
ernment’s capacity to reduce the use of tax
havens by corporations. These three meas-
ures alone could raise at least an addition-
al $20 billion annually.

With that renewed capacity, the AFB
proposes government policies that could
deliver a better life for millions of people
in Canada. They include increased access
to employment insurance for the jobless,
more help for children and seniors living
in poverty, and clean water and safe hous-
ing for First Nations communities that have
been living without these basic human rights
for far too long.

The economic policies of the past dec-
ade have focused single-mindedly on the
resource sector, ignoring the diversity of
our population and regions. We have be-
come exporters of raw materials, failing to
utilise the capacity of a highly skilled work-
force to add value and provide innovative
and sustainable goods and services. Far
from expanding economic opportunities,
an equally tunnel-vision trade policy has
made it progressively more difficult to in-
sist that some domestic upgrading of raw
resources should happen in Canada.

The AFB would invest in infrastructure,
education, and culture in Canadian cities,
building the urban centres that attract em-
ployers and jobs. Concerted action on cli-
mate change —including a carbon tax rate
that demonstrably reduces emissions —and
investment in green infrastructure will make
Canadian communities healthier and more
sustainable. A national housing strategy,
including investment in affordable hous-
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ing, will ensure those cities are livable for
everyone.

Employers are demanding higher levels
of training and greater flexibility from young
people entering the workforce. Enrolment in
post-secondary education is growing — dem-
onstrating that young people are willing to
invest in that training. But the cost to stu-
dents is increasing. The government’s share
of education funding has fallen by nearly
30% over the past three decades, with stu-
dents filling the gap by paying ever-rising
tuition fees. The collective student debt load
now totals $28 billion. The AFB would fos-
ter a highly skilled workforce, and ease the
burden on young people entering the job
market, by eliminating university tuition
fees altogether.

Those starting families face additional
hurdles. Record-high household debt means
that in most two-parent families both parents
need to work. Single-parent families strug-
gle just to stay above the poverty line. There
are a million families in Canada made up of
two working parents and a child under the
age of five, but only enough regulated child
care spaces for half of them. Fees for child
care can consume as much as three months’
worth of a parent’s median income in most
Canadian cities outside Quebec.

The AFB would modernize social policy
to meet the needs of today’s families, in-
vesting in affordable child care and increas-
ing the number of available spaces. It would
provide parental leave tailored to the par-
ent — lowering the threshold for qualifica-
tion to reflect the fact that mothers are far
more likely than fathers to work part time,
and creating a parallel paternity leave pro-



gram based on the Quebec model, which
has tripled the number of fathers taking
parental leave in the province.

Those moving into their 60s face their
own new challenges. The number of people
in Canada with workplace pensions has de-
clined steadily over the past decades, leav-
ing many struggling to make up the dif-
ference with wages. This puts a particular
financial strain on low-income and part-time
workers, many of whom are women forgo-
ing paid work to do the unpaid care work of
looking after family members. The decision
of the previous federal government to delay
the age at which seniors receive Old Age Se-
curity and/or the Guaranteed Income Sup-
plement will mean two additional years of
economic insecurity for those without the
capacity to save for retirement.

The AFB will contribute to the econom-
ic security of seniors by returning the age of
eligibility for OAS/GIS to 65, increasing the
amount of the GIS, and gradually increas-
ing the Canada Pension Plan replacement
rate from 25% to 50% of pensionable earn-
ings. The combined result of these measures

will be an estimated 50% reduction in the
number of seniors living below the poverty
line in Canada.

The AFB will take steps in the long jour-
ney toward reconciliation by establishing
nation-to-nation relationships with First
Nations, Métis, and Inuit peoples. It will re-
spond to the historic ruling by the Canadian
Human Rights Commission — that child ser-
vices for First Nations children have been
systematically underfunded — by investing
adequately in the well-being, education and
training of a fast-growing cohort of Aborig-
inal youth, recognizing the unique skills,
talents, and resources they bring to their
communities, and that their communities
bring to Canada.

We can afford to have better lives, from
beginning to end. We can afford to have big-
ger lives with the resources already at our
disposal. There is no deficit in the capacity
or imagination of this country. As the AFB
demonstrates, there is more than enough
fiscal room for us all to grow. It’s time to
build a future that includes us all.

It’s Time to Move On: Alternative Federal Budget 2016

9



10

Macroeconomic Policy

Recovery in the Era
of Slow Growth

Like much of the developed world, Can-
ada’s economy in 2016 continues to be af-
flicted by slow growth. The first half of 2015
produced yet another recession, and though
it was not as severe as in the aftermath of
the 2007-08 financial crisis, recessions are
never good news.

Since 2008, the Bank of Canada has held
the monetary pedal to the metal with its
benchmark overnight rate sitting very close
to the zero lower bound. In 2015, the rate was
cut to 0.5%, near what the bank considers
its lowest option (0.25%). The message be-
ing sent to households and businesses is to
borrow as much as they can in the hope it
will kick-start stalled GDP growth. Average
interest rates on five- to 10-year Government
of Canada bonds sit below 1% while mort-
gages can be had at rates of 2.5%. With in-
flation of about 2%, investors on the other
side of those transactions can expect to
break even at best, or even lose out at the
end of the day.

Low oil prices, resulting in a collapse of
capital spending in the tar sands, were nom-
inally to blame for the 2015 recession. How-
ever, this only highlights Canada’s deeper
structural problem of slow growth. Despite
the unprecedented push to borrow more,
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Canadian households and businesses were
not willing to take on enough debt to make
economic growth positive, much less nor-
mal, in the first half of 2015. It is a sign the
Bank of Canada does not have the financial
might to push the Canadian economy back
to where it once was.

In fact, it now appears Canada’s long-
term prospects have been permanently
harmed by economic approaches that rely
on monetary policy without fiscal stimulus.
In 2009, the federal budget projected long-
term real GDP growth of 3%.2 Based on the
most recently available data, Finance Can-
ada now estimates it will be more like 2%.3
The Parliamentary Budget Officer is even
more pessimistic, predicting long-term real
GDP growth of 1.8%.4

In other words, the potential of the Can-
adian economy, in an ideal sense, has de-
creased by a third over the course of a slug-
gish seven-year recovery. Slow growth that
is much more prone to technical recessions
has become Canada’s new normal.

The speed at which an economy grows
is important, but so is the distribution of the
new wealth it produces. As Figure 1 illus-
trates, a higher proportion of GDP gains
continues to go to profits compared with
wages—a trend that really picked up in the
early 1990s and was only temporarily in-
terrupted by the Great Recession of 2008-



FIGURE 1 GDP Split Between Profits and Wages
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FIGURE 2 Debt Levels in Canada
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This trend toward higher provincial debt
and deficits, which started in 2008, shows
no signs of changing—even as the federal
Liberal government plans to carry high defi-
cits to fund new infrastructure and program
spending. We can say, then, that Ottawa’s
relatively stable financial position rests on
the backs of indebted Canadian households
and the provinces.

Canada’s Labour Market

Unemployment is often used as a simple,
single measure to represent the health of
the job market. One of the downsides of this
approach is that the unemployment rate
can go down for two reasons: more people
may be finding work, but they can also just
stop looking, as is the disturbing trend since

Canadian Centre for Policy Alternatives

2008. In the current environment, the em-
ployment rate is a better measure of the
job market. It tracks the proportion of Can-
adians who have a job irrespective of wheth-
er or not they are looking for one.

The employment rate has not recovered
since 2008 for youth or adults in their prime
working years. For Canadians 55 and over,
however, not only did the 2009 and 2015
recessions not affect the employment rate,
but it has climbed steadily. Youth have been
the hardest hit of the three age groups: em-
ployment rates fell from highs of 60% prior
to the recession in September 2008 to only
55.5% in January 2016, with young men fa-
cing a bigger drop than young women. If to-
day’s employment rate had been the same as
it was in 2008, 186,000 more young people
would be working.



FIGURE 3 Employment Rates by Age Group
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Adults aged 25-54 are also not work-
ing as much as before the 2008 recession,
when employment rates hit 82%. In Janu-
ary 2016, the employment rate for this group
was 81.3%. Both men and women in this cat-
egory saw a similar drop in employment lev-
els, although the rate was already lower for
women in 2008. Were employment rates to-
day what they had been before the Great Re-
cession, 146,000 more people in their prime
working ages would have a job.

Canada’s Worsening Economy

Projected GDP growth has worsened con-
siderably since the most recent federal eco-
nomic update in November 2015. Falling
oil prices have resulted in estimated 2016

nominal GDP growth being cut from 4.1%
to 2.4%. While growth forecasts pick up to
some degree in 2017—t0 4.6% on the expect-
ation exports will benefit from the low dol-
lar—they are still far below the 5% nomin-
al GDP growth that was the norm in Canada
prior to the recent financial crash.

As in previous years, the AFB uses the
government’s most recent economic update
as its base case, this year that came in Feb-
ruary 2016.” The base case mostly excludes
items from the Liberal platform, which can
be expected in the 2016 federal budget. It
does include the tax bracket rate changes,
cancelling the sick leave savings, the sum-
mer jobs program and costs of the Syrian
refugee program.

The base case also includes a signifi-
cant “contingency fund” of $6 billion a

It’s Time to Move On: Alternative Federal Budget 2016
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TABLE 1 Base Case (Finance Canada)

Macroeconomic Indicators (mil) 2015 2016 2017 2018
Nominal GDP $1,986,000 $2,033,000 $2,127,000 $2,218,000
Real GDP Growth 1.20% 1.40% 2.20% 2.20%
GDP Inflation -0.60% 1.00% 2.40% 2.10%
Nominal GDP Growth 0.6% 2.4% 4.6% 4.3%
Participation Rate 65.8% 65.8% 66.2% 66.5%
Labour Force 19,266 19,459 19,773 20,061
Employed (000s) 17,937 18,077 18,409 18,777
Employment Rate 61.3% 61.1% 61.6% 62.2%
Unemployed (000s) 1,329 1,382 1,364 1,284
Unemployment Rate 6.9% 7.1% 6.9% 6.4%
Budgetary Transactions (mil) 2015-16 2016-17 2017-18 2018-19
Revenues $290,100 $285,500 $298,200 $310,900
Program Spending $267,200 $278,700 $287,800 $292,900
Debt Service $25,700 $25,600 $26,200 $30,000
Budget Balance (Surplus/Deficit) -$2,800 -$18,800 -$15,800 -$12,000
Closing Debt (Accumulated Deficit) $616,200 $635,000 $650,800 $662,800
Budgetary Indicators as a Percentage of GDP

Revenues/GDP 14.6% 14.0% 14.0% 14.0%
Program Spending/GDP 13.5% 13.7% 13.5% 13.2%
Budgetary Balance/GDP -0.1% -0.9% -0.7% -0.5%
Debt/GDP 31.0% 31.2% 30.6% 29.9%
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year. Meaning that if the projections of GDP
growth are correct, then the base case defi-
cit will be too high by $6 billion a year. In
previous budgets, it was generally at a low-
er $3 billion a year.

As we can see, the impact of low oil prices
on GDP in 2016 has reduced revenues and
increased expenditures, turning a deficit
of $3.9 billion (estimated in the fall) into a
$18.8-billion deficit by budget day, gradual-
ly decreasing to $12.0 billion by 2018—19, al-

Canadian Centre for Policy Alternatives

though a third to a half of these deficits are
the $6 billion contingency fund.

While the numbers may seem large at
first, it’s important to recognize these defi-
cits are relatively small compared to the size
of Canada’s economy, representing about
0.9% of GDP. Note in the table that the fed-
eral debt-to-GDP ratio drops to 29.9% by
2018-19, a historical low not seen for the
federal government since 1980.



FIGURE 4 Impacts of the Liberal Platform on Budgetary Figures®
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The Economic Impact of the
Liberal Election Platform

At least in part due to slow growth, there
was renewed interest in fiscal policy dur-
ing the 2015 federal election. After monet-
ary policy, government deficits are the other
major lever for affecting growth levels. And
with the Bank of Canada so close to the low-
er bound rate of 0.25%, fiscal policy, includ-
ing deficit spending, becomes the only inter-
nally controlled option (outside of hoping
for oil prices to rise).

The Liberal election platform promised
larger deficits than any of the other parties.
It said a Liberal government would, in its
first three years, increase whatever base defi-
cit already exists by (at most) $11.6 billion
in the second year. Using the updated base

case from Table 1, this would result in an-
nual deficits of $29.2 billion, in 2016/17 and
$27.4 billion 2017/18 (see Figure 4), which is
1.4% of GDP. These figures include the large
$6 billion contingency fund.

The actual increase in expenditures
would be larger than the deficit, as much
of the new spending is covered by increas-
es in revenues. The new spending would
be equivalent to 1.8% of GDP at its peak in
2017-18. Incredibly, despite this increase in
spending, the federal government would
remain relatively small historically speak-
ing. Between 1940 and 2012, federal govern-
ment total expenditures (program spend-
ing + debt service) exceeded 15.4% of GDP
in 66 of those 72 years—what it would be if

It’s Time to Move On: Alternative Federal Budget 2016
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TABLE 2 AFB Case

2015-16 2016-17 2017-18 2018-19
Nominal GDP $1,986,000 $2,066,000 $2,178,000 $2,267,000
Nominal GDP Growth 0.6% 4.0% 5.4% 4.1%
Revenues (mil)
Base Case $290,100 $285,500 $298,200 $310,900
Net AFB Revenue Measures $51,300 $57,700 $62,600
Additional tax revenue due to higher GDP $4,200 $7,900 $9,700
Total $290,100 $341,000 $363,800 $383,200
Program Spending (mil)
Base Case $267,200 $278,700 $287,800 $292,900
Net AFB Program Measures $74,400 $80,400 $83,500
Total $267,200 $353,100 $368,200 $376,400
Debt Service $25,700 $25,800 $26,500 $30,400
Budget Balance (Surplus/Deficit) -$2,800 -$37,900 -$30,900 -$23,600
Closing Debt (Accumulated Deficit) $616,200 $654,100 $685,000 $708,600
Budgetary Indicators as Percentage of GDP
Revenue/GDP 14.6% 16.5% 16.7% 16.9%
Program Spending/GDP 13.5% 17.1% 16.9% 16.6%
Budgetary Balance/GDP -0.1% -1.8% -1.4% -1.0%
Debt/GDP 31.0% 31.7% 31.5% 31.3%
AFB Employment Impact 2015 2016 2017 2018
AFB Jobs Created (000s) 362 520 468
Population (000s) 29,280 29,573 29,869 30,167
Participation Rate 65.8% 66.8% 67.8% 67.9%
Labour Force (000s) 19,266 19,755 20,251 20,484
Employed (000s) 17,937 18,439 18,928 19,245
Employment Rate 61.3% 62.4% 63.4% 63.8%
Unemployed (000s) 1,329 1,315 1,322 1,239
Unemployment Rate 6.9% 6.7% 6.5% 6.0%
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the Liberal government implemented its en-
tire 2015 election platform promises.

The AFB Case

The 2016 Alternative Federal Budget builds
upon the base case in Table 1. As such, dif-
ferences between it and the 2016 federal
budget should relate to policy changes, not
underlying economic conditions or differ-
ences in the contingency fund. The primary
macroeconomic goal of the AFB is to drive
employment growth. At its peak, the AFB
will result in 520,000 new jobs, leading to
wage-led nominal GDP growth of 5.4% in
2017. Unemployment will drop to 6% and
the employment rate will surpass 63% for
the first time since the Great Recession.

The strength behind the AFB recovery in
2016 is much higher government expendi-
tures targeted to have the most impact. Ma-
jor investments in physical infrastructure,
and support for social programs and low-
income households form its basis. In total
the AFB increases federal expenditures by
$74.4 billion, raising the total expenditure-
to-GDP ratio to 17.1% in 2016—17. This level
was previously seen in 1999.

To pay for these new expenditures, the
AFB proposes measures that would increase
revenues to 16.5% of GDP in 2016-17, com-
parable to where they were in 2000 and be-
fore. Additional revenues are raised by clos-
ing tax loopholes for the wealthy, taxing
tax havens, raising corporate taxes, intro-
ducing a national carbon tax, and ceasing
subsidies to the energy industry. Increas-
ing GDP through targeted expenditures will

put more people to work who, in turn, will
pay more taxes back to the governments.
The AFB raises an additional $4.2 billion
in 2016-17 as a result of this virtuous cycle.

While new tax measures help buffer
the cost of new program spending, the AFB
books a deficit of $37.9 billion in 2016-17,
declining to $23.6 billion by 2018—19, to put
people back to work and grow the econ-
omy. This is not far from $29.2-billion defi-
cit for 201617 that is expected in the 2016
federal budget, including Liberal platform
measures. To put the AFB deficit into per-
spective, it amounts to 1.8% of GDP, which
is relatively smaller than any federal defi-
cit between 1972 and 1996.

At the same time, the AFB generates
growth sufficient to offset the increase in
federal debt. By growing the economy and
employing more Canadians, the AFB can en-
hance public services and offer additional
help for the most vulnerable, while main-
taining Canada’s debt-to-GDP ratio at 31%.

AFB Impact on Poverty
and Inequality

Many Alternative Federal Budget programs
will have a direct impact on low-income fam-
ilies and people living in poverty. Broadly
speaking, the AFB lifts 1.1 million people
above the poverty line, including 380,000
low-income seniors (one in two), 270,000
children (one in three), and 490,000 adults
(one in six). Doubling the GST credit, along
with a new carbon tax refund (net of the
carbon tax itself), will affect all age groups.
New transfer payments to the provinces for

It’s Time to Move On: Alternative Federal Budget 2016
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FIGURE 5 AFB Impact on Poverty Rates (2016 LIM-AT)
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poverty reduction will improve social assist-
ance levels for children and adults. The new
Canada Child Benefit—a Liberal policy the
AFB adopts here—will drive down poverty
among children and their parents. Improve-
ments in the Guaranteed Income Supple-
ment (GIS) will be of most benefit to seniors.

While doing much to address poverty, the
AFB also helps to redress income inequal-
ity, which is growing in Canada and much
of the developed world. It does this in two
ways: with net cash transfers, and through
the benefits that will come from new and
improved programs. The distributional im-
pact of tax or transfer measures in the AFB
is tracked using Statistics Canada’s tax mod-
elling software SPSD/M. The distribution of
program benefits is done by using proxies
for the end beneficiaries (e.g., the expendi-
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Post-AFB Poverty Rate

Poverty Rate Change

ture benefit of national pharmacare goes to
the users who spend the most on prescrip-
tion drugs).™

What these calculations tell us is that
middle-income Canadians may benefit from
an improved GST tax credit, but also from
reduced costs for things like prescription
drugs. Some benefits, like those from im-
proved infrastructure, are spread more
broadly across the entire population. Some
families will pay more in taxes, but this will
fund new services that benefit them as much
as everyone else.

Although different AFB programs af-
fect families differently, on average those
with pre-tax earnings under $77,000 (the
bottom 60%) will see their incomes rise
as a result of the AFB (see the Tax/Trans-
fer bars in Figure 6). This same group will




FIGURE 6 AFB Distribution of Benefits ($ Per Family)
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also receive additional benefits through pro-
grams, as shown in the Program Spending
bars. Families in the seventh, eighth and
ninth deciles, with pre-tax incomes between
$78,000 and $165,000, will see a net increase
in taxes. However, those new taxes will be
more than offset by new program benefits
like free tuition or better healthcare, as re-
flected in the Total Impact line in Figure 6.

We can see that all families making under
$165,000 a year will be better off under the
AFB, while the top-earning 10% of families
will pay more in taxes than they receive in
transfers and new programs. The top 5%
of earners, in particular, will pay on aver-
age $9,800 more per year in taxes, or about
2.9% of their average income. At the same
time, this group stands to benefit consider-

ably from free university tuition, pharma-
care, improved health care, and better infra-
structure.

Canadian families in the bottom deciles
see the largest benefit of any group, with in-
comes rising approximately $2,000 a year
per family thanks to improved transfers. In-
comes for Canada’s lowest-income families
will increase on average by almost a quar-
ter. This group, and in particular low-in-
come First Nations families, also benefits
from new programs such as health care,
free university tuition, and investments in
social housing.

The 2016 AFB s a fully developed budget:
programs are fully costed and assessed for
their impact on government finances and
employment. More than this, and unlike

It’s Time to Move On: Alternative Federal Budget 2016
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any federal or provincial budget to date, the
AFB uses sophisticated modelling to exam-
ine the distributional impacts, and likely ef-
fect on poverty levels, of its programs and
tax/transfer measures.

As in past years, the 2016 AFB shows
what a progressive Canada could look like
with the right policies in place. Table 3 below
outlines the specific measures that will take
us there and how we will pay for them. It
proves we can fight climate change and cre-
ate jobs at the same time, how we can re-
duce poverty through responsible economic
growth. The impediments to a more progres-
sive country are not economic and they are
not fiscal, they are political.

Notes

1 Bank of Canada, Government of Canada Market-
able Bonds — Average Yield —5-10 Year, http://www.
bankofcanada.ca/rates/interest-rates/canadian-bonds/

2 Finance Canada, Federal Budget 2015, Real GDP
Growth 20112014, pg 60.

3 Finance Canada, Update of Economic and Fiscal Pro-
jections, November 2015. Real GDP growth for 2020.

4 Parliamentary Budget Office, Economic and Fiscal Out-
look, November 2015. Annex A Real GDP growth in 2020
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5 Finance Alberta, 2015-16 Third Quarter Fiscal Update
and Economic Statement, February 2016, (http://finance.
alberta.ca/publications/budget/quarterly/2015/2015-16-
3rd-Quarter-Fiscal-Update.pdf)

6 Ontario MInistry of Finance, 2016 Ontario Budget,
February 2016.

7 Finance Canada, Backgrounder — Canadian Econom-
ic Outlook, February 2016 (http://www.fin.gc.ca/n16/
data/16-025_1-eng.asp)

8 This deficit does not include the moderating impact
that economic multipliers of government-induced eco-
nomic activity will likely have, particularly on govern-
ment revenues. As a result of the revenue multiplier effect,
government revenue may be several billion dollars high-
er, thereby reducing the deficit by a few billion dollars.

9 This analysis is based on Statistics Canada’s Social
Policy Simulation Database Model 22.1. The assump-
tions and calculations underlying the simulation results
were prepared by David Macdonald and the responsibil-
ity for the use and interpretation of these data is entire-
ly that of the authors.

10 The methodology from this approach was derived
from: Hugh Mackenzie and Richard Shillington, “Can-
ada’s Quiet Bargain: The benefits of public spending,”
The Canadian Centre for Policy Altneratives, April 2009.

11 This analysis is based on Statistics Canada’s Social
Policy Simulation Database Model 22.1. The assump-
tions and calculations underlying the simulation results
were prepared by David Macdonald and the responsibil-
ity for the use and interpretation of these data is entire-
ly that of the authors.



TABLE 3 AFB Actions (All Figures in $M)

2016-17 2017-18 2018-19
Agriculture
Reverse Research Cuts 90 90 90
Provide Support for New and Young Farmers 100 100 100
Support Farmers in Climate Change Adjustments 250 250 250
Re-establish the Prison Farm Program 4 4 4
Reinstate the Community Pastures Program 25 25 25
Reinstate the Shelterbelt Program 5 5 5
Arts & Culture
Increase Funding for the Canada Council for the Arts 90 180 180
Increase Funding at CBC/Radio-Canada 75 150 150
Increase International Cultural Promotion (Promart) 10 25 25
Childcare
ExpandAﬁordab[eCh,[dCare ................................................................................................... 6001600 ..... o
Cities and Communities
Community Infrastructure Transfer 6,940 7,260 7,560
Neighbourhood Revitalization Program 100 100 100
Employment Insurance
Keep EI Premiums at $1.88 Per $100 of Insurable Earnings (750) (3,000 (3,000)
Working While on Claim 200 200 200
Eliminate 910-Hour Requirement on New and Re-Entrants 550 550 550
Parental Leave Flexibility 125 125 125
Compassionate Care Extension 190 190 190
Increase LMDA Funding 1,000 1,000 1,000
Reverse 2012 EI Changes 35 35 35
Restore Frontline Services 200 200 200
Establish Uniform EI Entry of 360 Hours 1,200 1,200 1,200
Environment and Climate Change
Globa[g[,matepmancmg10001000 ................. 1000
Remove Federal Fossil Fuel Subsidies (1,341) (1,341) (1,341)
Expand Renewable Energy Generation 600 595 595
Increase Energy Efficiency 105 450 455
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First Nations

Lift 2% Caps on First Nations Essential Services 160 170 180
Invest in First Nations Water Treatment Systems 470 470 470
Invest in First Nations Housing 1,000 1,000 1,000
Education Funding 465 695 844
Invest in Non-Insured Health Benefits (NIHB) Program 265 265 265
Continue Investment in Upstream Aboriginal Health Programs 120 120 120
Invest in First Nations Skills Training and Employment 500 500 500
Eliminate PSSSP Backlog for First Nations Students 466 490 514
Emergency On-Reserve Shelters 30 30 30
First Nations Justice Systems 50 50 50
Gender Equality

National Plan to Address Violence Against Women 500 500 500
Increase Funding for Status of Women Canada 100 100 100
Implement Equal Pay in Federal Government 10 10 10
Health Care

New Long-Term Care Spaces 2,300 2,300 2,300
Cut Long-Term Care User Fees by 50% 3,200 3,200 3,200
Retiree Caregiver Respite Support 360 360 360
Home Care Support 1,200 1,200 1,200
Community Mental Illness Support 250 250 250
National Pharmacare 3,390 3,831 4,597

Housing and Neighbourhoods

New Affordable Housing Supply 1,500 1,500 1,500
Supporting the Homeless 210 210 210
Protect CMHC Social Housing Support 297 400 450
Immigration

Imm]grantsmusRecognmonandTrammg100100 .................... 100
Restore Immigrant Settlement Funding Cuts 53 53 53

Income Inequality and Poverty

Poverty Reduction Transfer to Provinces 4,000 4,000 4,000
Double the Refundable GST Credit 5,110 5,263 5,421
Adopt the Canada Child Benefit (Net Cost) 3,425 4,704 4,845

International Development

Boost Development Funding Towards 0.7% of GNI 730 1,570 2,540
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Post Secondary Education

Eliminate Tuition Fees (50/50 Split With Provinces)

Cancel RESP

Cancel Canada Education Savings Program & Canada Learning Bond
Increase Research Funding by 10%

Add 3,000 new Canada Graduate Scholarships

Improve Labour Market Information

Create National Labour Market Partners Forum

Cancel the Canada Job Grant

Training for Unemployed Canadians Disqualified From EI

Improve Apprenticeship Training

Public Services

Assess the Budget Cut Impacts and Restore Programs Where Needed

Restore Court Challenges Program

Sectoral Development Policy

Sectoral Development Councils

Enhance Value-Added Production in Key Sectors

Seniors and Retirement Security

Increase GIS for the Poorest Seniors by $1,300/yr for Singles
and $910/yr/Person for Couples

Limit RRSP Contributions to $20,000/year

Cancel Pension Income Splitting

Taxation

Cancel Family Income Splitting

Cap TFSA at Present Level for Lifetime

Eliminate Stock Option Deduction

Close Small Business Loopholes

Cancel Boutique Tax Credits

Limit CEO Pay Deductions to $1 Million Per Person
Equalize Capital Gains Treatment (Personal)
Equalize Capital Gains Treatment (Corporate)
Eliminate Corporate Meals and Entertainment Expense
Reinstate 2006 Corporate Tax Rates

Set Small Business Rate to 15%

Financial Activities Tax

Inheritance Tax on $5-Million (and up) Estates

Cancel second income tax bracket change (20.5% to 22%)

It’s Time to Move On: Alternative Federal Budget 2016

(300)
300
35

(3,700)
(4,000)

(400)
(3,000)
(1,000)
(5,000)
(2,000)
(3,204)

(300)
300
35

(175)
(3,811)
(4,000)

(400)
(6,000)
(2,000)
(5,100)
(2,000)
(3,524)

(300)
300
35

(3,925)
(4,000)

(400)
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Tax Havens Withholding Tax

Boost Enforcement Authority

Revenues From Additional Tax Auditing
Federally Collected Carbon Tax

Provincial Carbon Tax Low-Income Transfer

Provincial Carbon Tax Infrastructure Transfer

National Public Water and Wastewater Fund

Implementation of Wastewater Systems Effluent Regulations

Water Infrastructure Aid for Small Municipalities

Water Operator Training, Public Sector Certification and Conservation Programs
Assess Environmental Impact of Energy, Tar Sands & Mining Developments

Reinstate Cut Water Programs at Environment and Climate Change Canada,
and Fisheries and Oceans Canada

Protect Canada’s Great Lakes and Freshwater Supply

Youth Labour Market (YLM) Planning Board

Workforce Renewal Fund (Retiree/New Hire Job Sharing)
Renewal of Federal-Funded Internships

Magnet Program Funding

Penalize Companies Illegally Using Unpaid Interns
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Fair and Progressive Taxation

Canada needs a tax system for the 21 cen-
tury. Our current system was built for a time
when inflation and interest rates were high,
capital was scarce, business was struggling,
the federal government was stronger, climate
change was only seasonal, and there were
far fewer rich people. It is simply not cut out
for the economic problems facing us today,
and is making them worse in several ways.

First, Canada’s tax system is no longer
acting as an income equalizer. It has be-
come so regressive that the top 1% of earn-
ers pay a lower share of income in tax than
the poorest 10%. Not only is this unfair, it is
also bad for the economy. The International
Monetary Fund (IMF), World Bank, Organ-
ization for Economic Co-operation and De-
velopment (OECD), and Standard & Poor’s
now agree that growing income inequality
is hampering economic growth.

We need to restore fairness and progres-
sivity to our tax system by closing unfair
and ineffective tax loopholes and aggres-
sively fighting tax evasion using tax havens,
while at the same time raising tax rates on
upper incomes. Our tax system could also
be used to promote intergenerational equity
through incentives to reduce pollution and
fight climate change.

Second, our tax regime has become
too complex and extremely inefficient.
The last time it was reformed —back in
1966 — we based it on the principle that “a
buck is a buck is a buck.” In other words,

the government decided that income from
different sources should be taxed at sim-
ilar rates. Today, there are so many loop-
holes, tax credits, and opportunities for tax
avoidance that few among Canada’s wealth-
iest pay their fair share, while the rest of us
struggle to understand the system’s com-
plexity. A priority for tax reform should be
to tax income from capital and business at
the same rate as income from labour, and
to eliminate regressive and ineffective tax
measures and loopholes.

Finally, our tax policy is not rais-
ing enough revenue to pay for the pub-
lic services we need and deserve. Tax
rate exemptions, deductions, and credits
should be used only where they are prov-
en to be more effective than alternatives for
achieving important economic, social, and
environmental objectives. Our governments
should also fairly enforce tax laws to make
sure wealthy corporations and individuals
are paying their share.

The previous government diminished the
significance and size of the federal govern-
ment, as reflected in spending as a share of
the economy, which could drop to 14% by
2019-20.* To put this figure in perspective,
it represents the lowest government spend-
ing levels since 1948 — before the introduc-
tion of medicare, Old Age Security, or em-
ployment insurance.

The new Liberal government will not be
able to live up to its promise to play a more

It’s Time to Move On: Alternative Federal Budget 2016
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activist role through deficit spending along.
It will have to find ways to raise consider-
ably more revenue in a fair and equitable
way. The government has taken steps in this
direction by reversing some of the most re-
gressive tax policies of the Harper govern-
ment (e.g., family income splitting), intro-
ducing a new, higher top income tax rate,
and pledging to review and eliminate re-
gressive and ineffective tax expenditures.
Still, much more needs to be done.

The Alternative Federal Budget iden-
tifies a number of fair taxation measures
that would raise significant new revenues
in an equitable way while simultaneous-
ly addressing important economic, social,
and environmental problems facing Can-
ada today.

AFB Actions

Eliminate regressive and
ineffective tax loopholes and
simplify the tax system

Canada’s tax system has become riddled
with ineffective, regressive, and expensive
tax loopholes, many of which dispropor-
tionately benefit the wealthy. While rais-
ing tax rates at the top has the potential
to make the tax system fairer, without also
plugging the holes a significant part of the
new revenues will leak out. Closing these
loopholes will also provide major benefits
to provincial governments that derive rev-
enue from the federal tax base.

The AFB commends the new Liberal
government’s commitment to conduct “an
overdue and wide-ranging review of the over
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$100 billion in increasingly complex tax ex-
penditures that now exist, with the core ob-
jective being to look for opportunities to re-
duce tax benefits that unfairly help those with
individual incomes in excess of $200,000
per year.”? We also welcome the decision
to cancel the previous government’s highly
regressive family income splitting scheme
and its poorly thought-out doubling of the
annual contribution limit on Tax Free Sav-
ings Accounts (TFSAs).

The AFB and Canadians for Tax Fair-
ness have identified over $10 billion in an-
nual savings that could be achieved from
closing unfair and ineffective tax loopholes,
including the following:

Stock option deduction: This loop-
hole allows corporate executives to pay tax
on their stock option compensation at half
the statutory rate most pay on their work-
ing income. Not only is the deduction high-
ly regressive, with over 90% of the benefit
going to the top 1% of tax filers who make
more than $250,000 annually, it also encour-
ages CEOs to inflate short-term stock prices
through share buybacks instead of investing
in the economy. Some suggest limiting the
deduction by allowing a maximum annual
amount and/or preserving the exemptions
for initial public offerings (IPOs), but this
would cost revenue and preserve inequities
in the tax system. (Annual savings: $610-
$750 million.)

Abuse of small business corporations:
Tax laws allow accountants, dentists, doc-
tors (in some provinces), other profession-
als, and small business operators to provide
their services through Canadian-controlled
private corporations (CCPCs) rather than as



employees. These individuals can thereby
pay tax on income held within these busi-
nesses at the much lower small business
rate (11%, declining to 9%) on their first
$500,000 of income instead of at the feder-
al personal income tax rates of up to 33%.
Michael Wolfson, Canada’s former deputy
chief statistician, estimates that $500 mil-
lion a year is lost through this loophole.
Closing it would produce the same amount
in new revenue.

Capital gains deduction: Individuals
and corporations who profit from the sale of
investments or assets are able to pay tax at
half the rate of tax on income from employ-
ment. This is an expensive deduction esti-
mated to cost the federal government over
$10 billion annually. There are also gener-
ous lifetime capital gains exemptions for
farming, fishing, small business, principal
residences, and in other areas that cost the
federal government another $1 billion annu-
ally. The AFB would maintain the lifetime
capital gains exemptions, but would tax in-
come from capital investments at the same
rate as employment income after adjusting
for inflation, which would reduce potential
revenues from this measure by approximate-
ly 20%. Allowing for an inflation adjustment
would also encourage longer-term invest-
ments rather than short-term speculative
investments. (Annual savings: $8 billion.)

Lifetime limit for Tax Free Savings Ac-
counts: Tax Free Savings Accounts (TFSAs)
were initially justified partly on the basis that
they provided low-income individuals with
a more tax-effective way to save for retire-
ment than RRSPs. However, the benefits of
TFSAs primarily go to those earning higher

incomes, and their cost in terms of foregone
revenues will escalate to many billions an-
nually. The new Liberal government appro-
priately reversed the previous government’s
decision to double the annual TFSA contri-
bution limit (from $5,500 to $11,000), but
even the lower limit is too high. The cumu-
lative amount individuals can contribute
to TFSAs will be $46,500 in 2016. The AFB
will cap this at $50,000. (Annual savings:
$100 million, but increasing in future years
as the cap has more effect.)

RRSP contributions and pension in-
come splitting: The AFB would limit annual
RRSP contributions to $20,000 and cancel
pension income splitting. High RRSP contri-
bution limits provide government support to
high-income people who do not need help
with their retirement savings, while leaving
less revenue available to support lower-in-
come seniors who need help the most. (An-
nual savings: $2 billion, as outlined in the
Retirement Security chapter.)

Cancel family income splitting: The
AFB would cancel family income splitting.
(Annual savings: $2 billion.)

Review and replace ineffective bou-
tique tax credits: Under the previous gov-
ernment, Canada’s tax system became rid-
dled with “boutique tax credits” for specific
activities. These made filling out annual tax
forms much more complex, and do not ef-
fectively stimulate positive economic ac-
tivities. The AFB would review these tax
credits, eliminate those that are ineffect-
ive and regressive, and replace them with
direct funding where it can be proven to be
effective and equitable. (Annual savings:
$500 million.)

It’s Time to Move On: Alternative Federal Budget 2016
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Limit deductions for executive com-
pensation: Canadian corporations can de-
duct from their expenses all the compensa-
tion they pay to CEOs and other executives.
The AFB will adopt the U.S. model, where
the deduction is limited to $1 million each
for the CEO and top three executives. (An-
nual savings: $150-$200 million.)

Corporate meals and entertainment
expense deduction: Businesses are al-
lowed to deduct half their meal and enter-
tainment expenses, including the cost of
season’s tickets and private boxes at sports
events. This can be used for inappropriate
lobbying, is widely abused, and also drives
up the cost of sporting events for ordinary
people. The meal expense for long-distance
truckers would be maintained. (Annual sav-
ings: $400 million.)

Fossil fuel and mining subsidies:
While some fossil fuel subsidies have been
reduced, federal tax subsidies to the fossil
fuel and mining industries still amount to
hundreds of millions annually. (See the AFB
Climate Change chapter.)

Increase corporate taxes

The deep corporate tax cuts of the past 15
years have failed to stimulate higher in-
vestment, stronger economic growth, or
job creation. In fact, as corporate tax rates
were slashed almost in half from 29.1% in
2000 to 15% in 2008, business investment
as a share of the economy declined while
corporations made ever-higher profits and
amassed over $600 billion in surpluses
and excess cash.* This “zombie money”
also leads to speculation and contributed
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to the 2008-09 financial crisis. Lower cor-
porate tax rates have also resulted in tax
leakage, as those with the means to do so
channel their income through corporate en-
tities rather than through the personal in-
come tax base.

The AFB would gradually increase the
federal corporate income tax rate from 15%
to 21%, which is slightly lower than it was
in 2006, when the Liberals were last in fed-
eral office, and considerably lower than the
34-35% statutory federal corporate rate in
the United States. (Annual additional rev-
enue: $9 billion at maturity, or $1.5 billion
per point.)

Instead of lowering the small business
tax rate to 9% (on the first $500,000 of prof-
it), the AFB will put it back to 15%. This will
preserve proportionality between the small
and general corporate tax rate, be consist-
ent with the lower rate on personal income,
and reduce the abuse of the CCPC regime by
individual professionals. (Annual addition-
al revenue: $3 billion.)

Increase taxes on banks and finance

There is a lot of interest around the world
inincreased taxation of the financial indus-
try. It is driven in part by the desire to tem-
per the financially destabilizing activities of
the banks and claw back on tax avoidance
in recognition of the way global banking has
accelerated inequality and taken resources
away from more productive investments. The
added benefit of a financial transactions tax
is that it would force the sector to pay for
some of the costs of financial crises, which

are more and more frequent.



FIGURE 7 Combined Federal-Provincial Corporate Tax Rates
and Business Investment in Machinery and Equipment
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Financial transactions taxes (FTTs), or  Inheritance and wealth taxes

“Robin Hood” taxes, exist in different forms . .
. . Unlike the United States and most Euro-
in many parts of the world and are being ex- .
) pean countries, Canada has no wealth or
panded in Europe. The IMF has also pro- | .
. L. inheritance taxes except for property taxes,
posed a financial activities tax (FAT) on . .
L . which are a regressive form of wealth tax.
profits and remuneration in the financial . .
) On the contrary, income from capital has
industry as a way to apply a value-added . . L
. been under-taxed in comparison with in-
tax to this sector.’

The AFB would either introduce a FAT
rate of 5% on profits and remuneration in

come from labour. This has led to growing
inequality and economic stagnation be-

. . cause capital is much more concentrated.®
the financial sector or a FTT in collabora- .
) . ) . The IMF estimates Canada could gener-
tion with the provinces, which are respon- . .
] . . ate $12 billion annually from a tax of just 1%
sible for securities regulation, at a rate of
. L on the net wealth of the top 10% of house-
0.5% on transactions of stocks (similar to o
. holds, similar to property tax rates on gross
the rate in the U.K.) and at lower rates for . . . .
o . real estate values in major Canadian cities.
bonds, derivatives, and foreign exchange . o .
. The AFB would introduce a minimum in-
transactions (forex). (Annual revenues: $5

. heritance tax of 45% on estate values over
billion.)
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$5 million, similar to the estate tax in the
U.S. (Annual revenues: $2 billion.)

Make income taxes more progressive

Income taxes need to be progressive to
counterbalance regressive forms of taxation
such as on property and consumer purchas-
es (sales or value-added taxes). The Liberal
government has taken a positive step in this
direction by adding a new tax rate of 33%
for incomes above $200,000, which the AFB
adopts this year. (Previous AFBs proposed
a 35% tax rate on incomes above $250,000.)

However, the lower rate the government
has proposed for the second tax bracket is
not progressive, as the biggest beneficiaries
would be families making between $166,000
and $211,000 (near the top 90-95% of the
tax bracket). These families get over $500 in
tax reductions on average while two-thirds
of tax filers (who earn less than $45,000 in
taxable income) will get nothing.’

The AFB cancels this tax rate reduction
and utilizes pre-existing transfers to the
Guaranteed Income Supplement (GIS) and
the National Child Benefit Supplement (the
Canada Child Benefit under the proposed
new regime) to better target those in need.

Tackle tax havens and cheats

Canada is losing billions of dollars to tax
avoidance, tax evasion, and tax havens. The
previous federal government made huge
cuts to the Canada Revenue Agency, lay-
ing off auditors and crippling the agency’s
ability to ensure everyone pays their fair
share of taxes.
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The AFB will increase the capacity of the
CRA to go after tax evasion through tax ha-
vens. It will limit corporate tax-dodging by
requiring there to be “economic substance”
to any offshore subsidiaries for the purpos-
es of calculating income taxes, as was pro-
posed in Bill C-621 in 2014.

A $30-million investment in 2005 to
CRA’s international compliance division
yielded $2.5 billion in recuperated tax rev-
enue over four years. Since tax avoidance
is a much bigger problem now than it was
even then, the AFB would boost tax haven-
focused enforcement capacity by $50 mil-
lion, which should raise an additional $5
billion over four years. (Annual revenue:
$750 million and rising.)

There was $199 billion of Canadian dir-
ect investment in tax havens in 2014 —a
quarter of all Canadian direct investment
abroad —and that is just what is officially
reported in corporate balance sheets. The
main reason for channeling investments
through tax havens is to avoid paying taxes
in Canada. The AFB will apply a 1% with-
holding tax on Canadian assets held in tax
havens to raise $2 billion in annual revenue,
declining over time.

The AFB will also support other meas-
ures to combat corporate tax base erosion
and profit-shifting (BEPS) that have been
proposed by the OECD and G2o, including
country-by-country reporting of corporate
profits and taxes paid, strengthening benefi-
cial ownership registration, and preventing
the abuse of tax treaties.



Introduce green taxes to
address climate change

For many years, the AFB has proposed the
introduction of a progressive national carbon
tax. This would be harmonized with provin-
cial carbon taxes, or “carbon prices,” where
they exist in order to ensure a minimum ris-
ing threshold that would send a strong price
signal to businesses and households. The
AFB would ensure a broad-based carbon
tax is in effect in all provinces and territor-
ies starting at a minimum rate of $30 per
tonne of CO, emissions on January 1, 2017.
This rate would rise by $5 per tonne, per
year until it reaches $50 per tonne in 2021.

A substantial share of the revenues from
a carbon tax would go to a “green” tax refund
to ensure a majority of Canadian households
are better off after accounting for their in-
creased costs as a result of the carbon tax.
This would amount to an annual cheque
equivalent to $10 for every adult and $5
per child for every $1 per tonne in carbon
tax (e.g., $300 per adult for a carbon tax of
$30 per tonne).

The remainder of the revenues would go
to complementary investments in climate
change mitigation and adaptation, includ-
ing for renewable energy, energy efficiency,

public transit, retrofits for low-income hous-
ing, and transition measures for the most
affected workers and communities. The car-
bon tax would also include border tax ad-
justments to ensure Canadian industry is
not put at a competitive disadvantage, and
to put pressure on other countries to also
introduce similar measures (with exemp-

tions for impoverished nations).

Notes

1 “Table 5.2.4.” Federal Budget Plan 2015-16. Ottawa:
Department of Finance.

2 Liberal Party of Canada (2015). A New Plan for a Strong
Middle Class: 2015 Election Platform.

3 Wolfson, Michael et al. (2014). Piercing the Veil: Pri-
vate Corporations and the Incomes of the Affluent. Mont-
real: Institute for Governance of Public and Private Or-
ganizations.

4 Brennan, Jordan (2015). Do Corporate Income tax Rate
Reductions Accelerate Growth? Ottawa: Canadian Cen-
tre for Policy Alternatives.

5 See Sanger, Toby (2011). Fair Shares: How Banks, Brok-
ers and the Financial Industry can Pay Fairer Taxes. Ot-
tawa: Canadian Centre for Policy Alternatives.

6 Piketty, Thomas (2014). Capital in the 21% Century. New
Haven: Harvard University Press.

7 Macdonald, David (2015). Liberal election platform
shifts chips for the rich, takes a pass on the middle class.
Ottawa: Canadian Centre for Policy Alternatives.
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Agriculture

Background

Over the past decade, the erosion of the
agricultural institutions that benefit Can-
adian farmers has intensified as the Can-
adian agricultural sector is re-aligned to cre-
ate more opportunities for powerful global
agribusiness corporations to extract wealth
from farmers and rural communities. Inter-
national trade agreements are being used
to simultaneously justify and advance this
process. Family farmers are facing increas-
ingly higher financial risks brought on by
policies that promote high volumes, low
prices, and input- and capital-intensive pro-
duction for export markets.

Meanwhile, public investment in the
agricultural sector has declined, as it has
in other sectors. This loss is especially felt
in rural areas, where the decline of infra-
structure intensifies hardships experienced
by family farmers who remain on the land
among dwindling rural populations.

The number of new farmers is being
limited by the upcoming generation’s ac-
cess to land and their appetite for debt.
Young farmers who enter large-scale pro-
duction must often shoulder debt burdens
that far exceed their urban counterparts’
student loans. Many can’t buy land because
of competition from companies funded by
wealthy investors who are assembling large
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farmland holdings for speculative purpos-
es. The farmers who rent from these com-
panies have less autonomy and less security
of tenure than they would as land owners.
Young people who want to farm but are un-
able or unwilling to take on massive debt
are operating at a smaller scale by using
alternative land tenure relationships, dir-
ect marketing approaches, and low-input,
often labour-intensive production to make
ends meet. While their methods and prod-
ucts are supported by customers in food-
conscious communities, they are given lit-
tle encouragement by government policies
and programs.

A new suite of agriculture policies — and
the budget to support them —is needed. One
that makes it a priority to keep farmers on
the land, encourages new and young farm-
ers, reinvests in public research, and rebuilds
farmer-controlled marketing institutions.
Otherwise, we will continue to see declin-
ing farm numbers, mounting debt, rural de-

population, and stagnant net farm incomes.

Current Issues

In December 2011, the Canadian Wheat
Board’s (CWB) legislated single-desk au-
thority was eliminated, its farmer-elected
directors were dismissed, and the remain-



ing government-appointed directors were
tasked with privatizing or liquidating the
CWB by 2017. In 2015 the remaining assets
of the CWB were given to a partnership
comprising the multinational grain com-
pany, Bunge, and the Saudi Arabian agri-
culture investment fund, SALIC. In return,
this partnership, known as G3, promised to
invest $250 million into the company. The
amount of public money the federal gov-
ernment invested prior to turning over the
former CWB’s assets to G3 is unknown, be-
cause audited financial statements have not
been made public.

The single-desk CWB was not a grain
company, it was an agent of prairie farm-
ers that was empowered to market all prai-
rie wheat and barley sold for export or for
domestic human consumption. All proceeds
of grain sales, net of operating costs, were
returned to farmers each year, because the
CWB’s legislation prohibited retained earn-
ings. Western grain farmers’ beneficial owner-
ship® of the grain extended from farm gate
to end-use customer. This meant that all the
appreciation in the value chain — from seed
developed by plant breeders to the efficient
assembly and transportation of shiploads
according to customer specifications — was
returned to farmers with their final payment
every crop year. Today, farmers’ ownership
of their crops ends when those crops are pur-
chased by a private grain company, thus any
value-chain improvements are captured by
the companies and not the farmers. Lower
prices paid to farmers mean billions of dol-
lars no longer entering or staying in the prai-
rie economy. Meanwhile, multinational grain

companies have experienced vast increases
in profits from their Canadian operations.
In 2015, the Agriculture Growth Act took
effect. It brought Canada’s Plant Breeders
Rights’ Act under the International Conven-
tion For The Protection Of New Varieties Of
Plants (UPOV) regime. Adopting a UPOV
’91-compliant seed law was a condition of
Canada’s joining the Trans Pacific Partner-
ship agreement negotiations. This law gives
seed companies greater property rights per-
taining to new seed varieties. They gain more
power to collect royalties and exclusive rights
to import and export new varieties, among
other things. Hand in hand with granting
companies additional power over seed, the
federal government shut down and/or re-
duced funding to public plant breeding in-
stitutions. The Cereals Research Centre in
Winnipeg was closed, and federal scien-
tists were directed to stop short of develop-
ing commercial varieties. Instead, promis-
ing germplasm lines that they develop are
to be sold to private seed companies to fin-
ish, so the companies can obtain property
rights for the resulting varieties and collect
royalties when they sell the seed to farmers.
In October 2015, the Trans Pacific Part-
nership (TPP) negotiations were concluded.
The text of the deal was published a month
later. If ratified, the TPP will harm Canada’s
supply management system by increas-
ing tariff-free access to Canada’s domes-
tic dairy, chicken, turkey and egg markets,
thereby reducing the market share available
to our own farmers. If the Canada—Euro-
pean Union Comprehensive Economic and
Trade Agreement (CETA) is also ratified, it
will further erode Canada’s dairy system.
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CETA gives the EU a significant portion of
our high-value cheese market, which will
reduce both the total amount of milk pro-
duced on Canadian farms and the econom-
ic benefits of processing and selling made-
in-Canada specialty cheeses.

Supply management provides market
power for farmers and security of supply
for consumers while operating without the
need for government subsidies. The only
ones who will benefit from breaking Can-
ada’s supply management system are multi-
national food-processing corporations seek-
ing to bid down ingredient prices below the
cost of production so they can capture high-
er profits2.

AFB Actions

The next five-year federal-provincial-terri-
torial agriculture policy framework, Grow-
ing Forward 3 (GF3), is to come into effect
in 2018. The AFB will redirect the vision of
agriculture to align with the principles of
food sovereignty and to acknowledge the
relationship between climate change and
agriculture by doing the following:

¢ Return the mandate of the National Re-
search Council to research in the public
interest, including curiosity-based re-
search, rather than the current require-
ment for NRC-funded research to be tied
to commercial interests.

e Redirect all current agricultural research
funding to public and independent third-
party research in the public interest,
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and reverse cuts to public agricultural
research. ($90 million/year)

Include public interest research prior-
ities as follows: renewed support for pub-
lic plant breeding to develop varieties
across a wide variety of crops adapted
to Canadian regional climates; support
for public plant breeding undertaken in
conjunction with farmer-directed organ-
izations that direct funds towards the
development of new varieties (e.g., the
Western Grains Research Foundation);
new research and assessments of the
use of neonicotinoid insecticides and
farming practices that could increase
biodiversity; and assessment and im-
plementation of integrated pest manage-
ment (IPM) programs run in the public
interest and designed to benefit farm-
ers and both natural and agricultural
ecosystems.

Launch a Seed Act for Farmers. The fun-
damental principles of this law will in-
clude the right of farmers to exchange
and sell seed; the unrestricted right of
farmers to grow, save, and use seed for
planting, which cannot be negated by any
contract; plant breeders’ rights legisla-
tion that would confer the right to claim
royalties only at the time of seed sale (af-
ter rights expiration, varieties would be
in the public domain); and a seed var-
iety registration system that would pro-
tect farmers and our food system by en-
suring registered varieties of seed meet
farmers’ needs for quality, reliability, and
agronomic conditions across Canada.



e Commit to re-establishing the Canadian
Wheat Board or put in place a mechan-
ism to regulate the grain system to en-
sure all farmers have an equal oppor-
tunity to ship grain, to counteract the
power of the major grain companies,
and to give priority in shipping to small
grain companies, producer rail cars and
short-line railways. A mechanism will
also be established to develop addi-
tional producer car-loading sites when
requested by farmers, and ensure that
the Canadian Transportation Agency
has the funding and resources to en-
force the statutory common carrier obli-
gations of Canadian railways under the
Canada Transportation Act.

¢ Restrict the use of the Advance Pay-
ments Program to active farmers, and
prevent farmland investment companies
from using federally backed financing
to subsidize land acquisitions when it
is intended to support farmers.

e Support new and young farmers by
lowering the cap on government sup-
port programs and making effective, af-
fordable financing programs available
to new farmers. Support will include
micro loans and small grants, funding
for farm apprenticeship programs and
training. A prohibition will be placed
on foreign, outside-investor, and absen-

tee land ownership. ($250 million/year)

e Recognizing that supply management
provides Canadian farmers with a stable
income based on the cost of production,
the government will reject both CETA’s
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and the TPP’s allocation of parts of Can-
ada’s supply-managed commodities’
markets, and will address loopholes to
stop the dumping of dairy protein prod-
ucts into Canada’s market.

Safeguard the space for domestic food
production for the long-term and reinvest-
ment in Canadian fruit, vegetable and
livestock/meat production and process-
ing capacity that is distributed across the
country. Globalization and the focus on
increasing international trade has re-
sulted in more of the food Canadians
eat every day being imported, and thus
subject to currency exchange rate fluc-
tuations (for example, the current food
inflation tied to imported foods being
purchased in expensive U.S. dollars),
external political events, and transpor-
tation issues.

Re-establish the Prison Farm Program.
In addition to providing effective re-
habilitation for prisoners, prison farms
produce wholesome food and provide
valuable agricultural infrastructure that
surrounding communities are also able

to use. ($4 million/year)

Position family farmers as land stew-
ards working to mitigate climate change
by providing funding and support for
measures such as improved crop ro-
tations and increased cover cropping
to lessen the requirement for fossil fu-
el-based inputs (such as fertilizers and
herbicides) and the planting of windrows
to stop soil erosion while sequestering
atmospheric carbon. AFB programs that
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help farmers increase their crop divers-
ity will also help them to weather the fi-
nancial risks that come with unpredict-
able weather caused by climate change.
($100 million/year)

¢ Reinstate federal funding for the pub-
licly owned community pastures pro-
gram originally established under the
Prairie Farm Rehabilitation Administra-
tion branch of the Department of Agricul-
ture and Agri-Food. ($25 million a year)

¢ Restore funding to the Prairie Shelter-
belt program and tree nursery, located
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at Indian Head, Saskatchewan, which
provides seedlings to farmers across the
prairies. ($5 million/year)

Notes

1 A beneficial owner is entitled to the benefit of own-
ing the property in question even though the title to
that property is in another’s name, usually in situations
where the other party acts as an intermediary on behalf
of the beneficial owner.

2 See the Trade Policy chapter for more analysis on
this topic.



Arts and Culture

Background

For generations of Canadians, arts and cul-
ture are sources of inspiration and nation-
al pride. Arts organizations push the envel-
ope of artistic practice both in Canada and
on the international stage to engage diverse
audiences and open up critical conversa-
tions about a number of issues. Canadian
artists and cultural workers show commit-
ment and generosity toward their commun-
ities at the local, provincial, and national
levels. This spirit is echoed throughout the
performances, exhibits and events produced
by creative businesses, not-for-profit organ-
izations, charities, and ad-hoc collectives.

Sustaining a vibrant cultural sector helps
to ensure that Canada remains one of the
best places in the world in which to live, in-
vest, innovate, and compete. The arts and
culture sector contributed $48 billion to
Canada’s gross domestic product (GDP) in
2010.! It employed roughly 650,000 workers
in 2010.2 For-profit creative and cultural in-
dustries, not-for-profit arts organizations,
and artistic entrepreneurs comprise 3.7% of
Canada’s work force. This is two-and-a-half
times larger than real estate (254,200 work-
ers), almost double that of farming (339,400
workers), and only slightly smaller than that
of the trades (733,500 workers).3

A growing consensus accepts arts in-
vestment as a cost-effective catalyst for high
economic returns. Further investment in arts
and culture will strengthen the capacity of
artists and arts organizations, leading to in-
creased presence in global markets, strong
digital content, and the ability of the next
generation of Canadian artists to fulfill their
potential. In its 2008 report Valuing Culture:
Measuring and Understanding Canada’s Cre-
ative Economy,* the Conference Board of Can-
ada noted that cities rich in cultural resour-
ces are hotbeds of creativity, generators of
economic wealth, and magnets for talent.

Historically, the strength that the sector
provides to the Canadian economy has been
largely untapped by the federal government.
Funding levels have remained stable from
the 2014-15 federal budget to the 2015-16
one, but previous cuts, lack of new invest-
ment, and low per-capita spending has led
to a tightening of expenditures in key pro-
grams across arts, heritage and culture.

Previous AFBs alongside the volunteer-
run Canadian Arts Coalition have long advo-
cated for increased support for CBC/Radio-
Canada, the Canada Council for the Arts,
Telefilm Canada and the National Film Board
and for the restoration of international cul-
tural promotion programs. Those measures
appear likely to be implemented in the com-
ing year. It is imperative that the sector con-
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tinues to advocate for support and hold the
government accountable to its commitments
for the 2016—17 federal budget.

Current Issues

Public investment is the backbone of Can-
ada’s cultural ecosystem. According to the
Conference Board of Canada, $1.85 is add-
ed to the overall real GDP for every dollar of
real value-added GDP produced by Canada’s
cultural industries, and performing arts or-
ganizations generate $2.70 in revenues for
every dollar they receive from governments.>

However, the current average total in-
dividual income of a Canadian artist is just
$32,800 — 32% less than average total indi-
vidual income for the overall labour force in
Canada ($48,100). A cultural worker’s aver-
age total individual income is $42,100 —12%
less than the overall labour force. Average
incomes for minorities in the sector are even
lower: visible minority artists earn an aver-
age annual income of $23,800, immigrant art-
ists $25,200, and Indigenous artists $22,700.
Investing in our emerging, mid-career, and
established arts professionals is integral for
sustainability in this sector.

Along with investment, inclusivity must
be at the core of how the Canadian arts and
culture sector operates. Canada’s cultural
community is extremely diverse, including
Indigenous and racialized peoples, people of
all abilities, official-language minorities, and
others who have been historically marginal-
ized. In 2011, Canada was home to roughly
6.8 million foreign-born individuals — 20.6%
of the total population, and almost 1% more
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than the number reported in the 2006 Cen-
sus. Similarly, 4.3% of the total population
reported an Aboriginal identity in 2011, com-
pared to 3.8% in the 2006 Census.’

Further, Statistics Canada reports the
following:

e In 2017, racialized peoples will com-
prise 19%—23% of the Canadian popula-
tion, and Indigenous peoples will com-
prise 4.1%.

e In 2021, racialized peoples will com-
prise 29%—-32% of the Canadian popu-
lation — between 11.4 and 14.4 million
people. This population will also include
more youth under the age of 15 (36%).

Canada’s Indigenous population is grow-
ing more quickly than the rest of the
population. This population is also much
younger, with Indigenous youth to form a
major part of Canada’s future workforce.

The number of people whose first lan-
guage is neither English nor French will
increase to 29%-32% by 2031, up from
10% in 1981.8

Demographic shifts are reflected in audi-
ences as well. The Cultural Human Resour-
ces Council has noted the following issues:

¢ Although our aging population may have
both time and disposable income, re-
sponding to their evolving interests re-
quires ongoing attention.

e 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.

o Accessibility of venues for persons with
disabilities must be improved.

e Other changes in audience demograph-
ics may require the development of new
genres, challenging presenters to main-
tain core audiences while building new
ones.’

Other studies focusing on the profes-
sional development needs and interests
of presenters across Canada suggest that
changing demographic conditions are a
major environmental factor. They indicate
that presenters need and want to increase
their awareness of diversity, particularly in
the areas of programming, community in-
volvement, audience development, staff-
ing, and volunteer recruitment.

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." Targeted
investment by the federal government will
enable arts organizations to respond to the
opportunities and challenges presented by
Canada’s changing demographics and ad-
vancements in technology.

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, prod-
uct sales, fees, or royalties); contributed
revenues (from individuals, corporations,
or foundations); and government funding.
While the ratios vary between sub-sectors
and regions, the impact of the federal gov-
ernment’s cultural policy and spending pri-
orities is significant. They help to develop
new markets and venues, provide incentives
for donations and sponsorships through the
tax system or through matching contribu-
tion programs, and subsidize particular as-
pects 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 arm’s-length agency of the fed-
eral government has a 55-year track record
of fostering the arts across the country. In
2013-14, the Council awarded $153.7 million
in grants and payments to artists and arts
organizations in 1,947 communities across
Canada through a highly competitive peer

review process.!

Strengthening Canada’s ties
and cultural image across the globe

Artists and arts organizations are effective
cultural ambassadors for Canada on the
world stage, embodying Canada’s diversity,
innovation, and accomplishment. The federal
government recognizes this, and has made

a commitment to celebrate Canada’s divers-
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ity and share our cultural stories with the
world.? Cultural promotion abroad also has
the potential to result in diversified revenue
streams, more jobs here at home, growth,
and stability. Canadian artists, arts organ-
izations, and the trade and tourism sectors
will benefit directly from these work oppor-
tunities and increased activity.

With the 150™ anniversary of Canada’s
confederation nearing, arts and culture
plays an essential role in celebrating our
nation’s diversity around the world. The
federal government has made it a priority
to review current plans for the Canada 150
program, and has promised to champion
this important celebration.

But as Canada’s identity changes, as
our cultural demographics evolve, and as
new generations redefine the way we ex-
perience the arts, it is not enough to sim-
ply commemorate our history. We must
celebrate today’s diverse and dynamic Can-
adian identity. It is therefore essential that
Global Affairs Canada promote our global
cultural presence through Canadian em-
bassies, trade and business development,
and the international circulation of artists
and their works.

Providing digital access to
Canadian cultural content

Digital platforms provide the ability to reach
multiple markets in the global community
simultaneously. However, since the end of
the Canadian Culture Online initiative a dec-
ade ago, Canada has only widened a cultur-
al trade gap that sees far more foreign cul-
tural content coming in than flowing out.
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Foreign content can now be accessed on-
line through internet providers as well as
through new unregulated and ubiquitous
service providers who are exempt from Can-
adian content regulations and contributions.

To create a healthy competitive environ-
ment where Canadian culture is readily ac-
cessible, private and public revenue mod-
els must be reviewed and a comprehensive
Canadian cultural digital strategy developed.
Such a strategy will benefit all Canadians by
enabling equal access to creativity and in-
novation by and for Canadians and creating
greater opportunities for Canadian artists,
thereby building local economic develop-
ment and jobs for years to come.

AFB Actions
The AFB will do the following:

¢ Increase Parliamentary appropriations
to the Canada Council for the Arts, which
stands at $181 million, by $90 million
in 2016 and $180 million in 2017, with a
long-term goal of reaching $360 million
by 2020. Result: artists and arts organiza-
tions will be supported in strengthening
the Canadian economy; Canadians will
be provided with better access to artistic
work from all regions of Canada that re-
flects our rich cultural landscape.

Increase the funding to CBC/Radio-Can-
ada by $75 million in 2016 with a long-
term goal of reaching $150 million by
2020. Result: CBC/Radio-Canada’s cap-
acity as a national public broadcaster
will be strengthened, thereby increas-



ing its ability to reflect Canada’s region-
al and cultural diversity.

» Restore the PromArt and Trade Routes
international cultural promotion pro-
grams, with an initial investment of $10
million in 2016, to be renewed annually
at $25 million until 2020, and create an
integrated strategy with Global Affairs
Canada. Result: Canadian artists will
be better able to create and disseminate
art to others around the world, leading
to international engagement with Can-
adian culture.

¢ Investigate new revenue models to sup-
port a comprehensive Canadian cultur-
al digital strategy that would enable the
creation, dissemination and engage-
ment of Canadian cultural content on-
line. Result: Canadian artistic reach to
multiple markets will be enabled, while
connecting Canadian identity to a di-
verse global community.

Notes

1 “Provincial and Territorial Culture Satellite Account,
2015.” Ottawa: Statistics Canada. This figure considers
the production of culture goods and/or services across
the economy regardless of the producing industry, in-
cluding non-cultural industries.

2 “Provincial and Territorial Culture Satellite Account,
2015.” Ottawa: Statistics Canada. This figure consid-
ers the jobs related to the production of culture goods
and/or services across the economy regardless of the
producing industry, including non-cultural industries.
The number of culture jobs (642,486) is lower than the
number of jobs in culture industries (707,012). The lat-
ter covers all jobs in the culture industries required to
produce both culture and non-culture output. For ex-
ample, the performing arts industry may require an in-

dividual to collect admissions tickets to a live perform-
ance (job from culture activity) and a bartender in the
food and beverages services (a job from a non-culture
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345,000 jobs in forestry, mining, oil, and utilities togeth-
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in cultural occupations) and the Labour Force Survey.
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12 Government of Canada. “Minister of Canadian Herit-
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Child Care: Early Childhood
Education and Care

In the 2015 federal election, three of four pol-
itical parties supported the development of
a national early childhood education and
care (ECEC)* program. The new Liberal gov-
ernment began with a strong mandate to ful-
fill its election platform promise to “begin
work on a new National Early Learning and
Child Care Framework to deliver affordable,
high-quality, flexible, and fully inclusive
child care for Canadian families.”? The new
government’s child care commitment is part
of a broader family support policy package
including the new Canada Child Benefit (in-
corporating the previous government’s Uni-
versal Child Care Benefit) along with more
flexible maternity/parental leave.

Federal leadership on child care could
not be timelier. In 2008, Canada ranked last
on ten ECEC indicators among peer nations.?
The Conservative government had just can-
celled the national child care program that
would have made substantial cash transfers
to provinces/territories, and withdrawn the
federal government from any role in improv-
ing child care provision.

Although some provinces have made
progress, child care remains unaffordable,
unavailable, and inconsistent in quality
for most Canadians. Concerns about child
care and affordability in general“ are rel-
evant across the population, but Aboriginal
peoples face additional barriers to accessing
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child care that respects the unique “histor-
ies, status, cultures, customs, languages and
rights of their children, families and com-
munities.”> Although the federal govern-
ment has direct responsibility for Aboriginal
child care, funding under the Conservative
government was “virtually static since 2006,
and dropped in 2008/2009.”¢ In its 2014 re-
port A Cold Wind Blows, the BC Aboriginal
Childcare Society concluded that “the de-
cline of federal interest in Aboriginal [ECEC],
together with a weak provincial commitment
to Aboriginal [ECEC] policy and programs,
and the continuing high child and family
poverty rates in BC mean that the current
policy environment for ensuring effective
and responsive Aboriginal ECDC and pro-
grams for the majority of Aboriginal chil-
dren in BC is a chilly one indeed.””

Like health care and other social pro-
grams, child care is considered to be a prov-
incial/territorial responsibility. However,
a federal role leadership role has been ac-
cepted as key to child care policy and fund-
ing since the 1970s. One reason that feder-
al leadership is required is that child care
across Canada has developed as a frag-
mented patchwork. Child care could re-
semble a more coherent system like public
education, with long-term goals, planning,
substantial public funding, and public man-
agement, but most provincial/territorial gov-



ernments continue to allow market forces
to shape, finance, and deliver every aspect
of child care services.

Outside Quebec,® parent fees cover most
costs in regulated and unregulated child care.
Most public funding comes through vouch-
ers, cheques, or parent-fee subsidies as op-
posed to direct payments to service provid-
ers held publicly accountable for delivering
affordable, high-quality child care services.
The private sector (large child care chains,
smaller entrepreneurs, and non-profit and
charitable organizations) largely determines
when and where child care services open
and close. Non-profit and for-profit oper-
ators finance much of the capital cost and
deliver most regulated child care with lit-
tle public management or public planning.

This market-driven approach to child
care has resulted in the following problems:

¢ High user fees — Access to regulated
child care is out of the reach of many
families, and fee subsidies for lower-in-
come families fail to fill the gap. A 2015
study of fees in large cities conclud-
ed that Toronto’s infant-care fees were
highest, with parents paying $1,736/
month, while Quebec? cities had the
lowest fees at $174/month for all ages.
The next-cheapest cities for infant care
were Winnipeg ($651/month), and Char-
lottetown ($738/month). The study also
found that fees have increased by 5%
since 2014 —about five times the rate
of inflation.™

Shortage of child care spaces — Ac-
tual provision of child care services is
far below the demand for them, and ex-

It’s Time to Move On: Alternative Federal Budget 2016

pansion is slow. More than 70% of moth-
ers are employed, but there are spaces
in regulated child care centres for only
24% of children aged o—5." Space short-
ages are particularly bad for infants, in
Indigenous and rural/remote commun-
ities, and for people who work outside
standard hours. Children with disabilities
are frequently excluded because under-
funded service-providers cannot accom-
modate their additional needs. As a re-
sult, many parents rely on unregulated
care that is without public oversight. For-
profit child care providers, which gen-
erally provide lower-quality care than
non-profit programs,® benefit from the
government policy void that drives des-
perate parents to use whatever is avail-
able. In 2014, for-profits delivered 30%
of centre spaces, up from 20% in 2004.
Multiple for-profit chains are growing
across Canada and now operate more
than 20 centres each.

Low staff wages — A 2012 survey found
child care staff earned $16.50/hour (medi-
an gross) Canada-wide, up only slight-
ly from $15.36 (inflation-adjusted) in
1998.% Low wages — particularly in for-
profit centres —are an impediment to
recruiting and retaining the well-quali-
fied staff that are essential to providing
high-quality child care.

Limited integration of care and edu-
cation — Although child care and kin-
dergarten are usually administered in
the same government department, they
remain separated by starkly different
policy and funding approaches. With low
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wages and low educational standards
relative to other developed countries,*
child care services in Canada often fall
short enough that they cannot be con-
sidered broadly “educational.” Eight prov-
inces/territories now provide full-school
day kindergarten for five-year-olds; On-
tario also provides full school-day kin-
dergarten for all four year olds.* This
expansion of kindergarten hours high-
lights the benefits of public education
systems: all children have the legislat-
ed right to participate, they are taught
by teachers educated at post-secondary
level who earn decent wages, and there
are no direct parent fees. But these bene-
fits are not available outside of school
hours to the majority of working par-
ents who need child care, nor are they
available to those with children who are
younger than kindergarten age.

Low public funding — The most recent
data shows that public spending for
each regulated child care space in Can-
ada has not changed over the last six
years, even without adjusting for infla-
tion. In 2007/08 Canadian governments
spent an estimated $3,560 per regulated
space; in 2013/14 it was $3,558.7 Spend-
ing has been fairly static since the OECD*®
calculated Canada’s public spending on
child care plus kindergarten to be only
0.25% of GDP (2006); this is about about
one-third of the OECD average (0.7%)
and far less than the international min-
imum benchmark of at least 1% of GDP
for children o-5 years of age.”
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Current Issues

Two elements are key for shaping high-
quality, accessible child care: robust public
policy and substantial, well-directed public
funding. Neither is significantly present in
Canadian child care today. However, there is
new cause for optimism, as three essential
components to building a strong ECEC sys-
tem have recently aligned: a strong evidence
base, broad consensus, and political will.
The evidence base provides the firm
foundation on which to build an effective
ECEC system. The economic and social bene-
fits of high-quality, affordable child care
have been extensively studied and are now
widely accepted in the research literature.
Next, a broad consensus helps to ensure
public support for the proposed system. The
2014 Childcare2020 national policy confer-
ence led to a common vision paper ground-
ed in the evidence base.* The paper’s call
for a public system gained even more sup-
port in the weeks leading up to the 2015 elec-
tion, as shown by multiple public polls.*
Finally, political will is evident from
the election commitments made by Can-
ada’s new majority federal government. As
noted above, the government committed to
meet with provinces, territories, and Indigen-
ous communities within its first hundred
days in office to begin work on researching
“evidence-based policy, and best practices
in the delivery of early learning and child
care.”? Prime Minister Trudeau said in an
interview that “...there is a need for nation-
al leadership to make sure that early learn-
ing and child care happens,”» and in 2014
he told Childcare2020 conference delegates:



As a country, we need to prioritize access
to child care for every family that needs
it. It must be affordable, available, and
of the highest quality possible. When
we’re talking about our kids’ develop-

ment, we can’t cut corners.?

However, our optimism must remain
cautious until broad statements are turned
into specific actions that move us to a public
child care system. This will require strong
and sustained federal leadership.

Further, there is a significant problem
with the new government’s child care com-
mitment: the public funding component is
not commensurate with the commitments
or the research evidence, either in style or
substance.

From a style perspective, the funding
commitment is part of a broader social infra-
structure fund to provide transfers to prov-
inces/ territories not only for child care but
also for affordable housing, seniors’ facili-
ties, women’s shelters, and cultural/rec-
reational infrastructure. Yet we know that
when child care funding is bundled with
other funds (as it is now in the Canada Social
Transfer), little progress is achieved. Dedi-
cated child care transfer funds are required.

In terms of substance, the amount of
the federal funding commitment is simply
too small. The social infrastructure fund
provides a total of $6 billion over the next
four years ($1.5 billion per year, on average),
rising to $20 billion over 10 years ($2 bil-
lion per year, on average). While the ECEC
spending required in year one is relatively
modest (to allow time for effective federal/
provincial/territorial/Indigenous planning

and preparation), substantial annual fund-
ing increases will be required after that to
achieve the minimum established bench-
mark of 1% of GDP.

AFB Actions

The AFB will commit $600 million of feder-
al funding in 2016/17 through a dedicated
and sustained social infrastructure stream.
This funding will increase by $1 billion over
each of the following five years. The program
will be evaluated at the five-year mark. It is
expected that funding will increase until a
mature universal program is achieved.

Consistent with the ChildCare2020 con-
sensus vision, the AFB will also do the fol-
lowing:

¢ Provide $100 million to empower In-
digenous communities with the resour-
ces to begin to design, deliver, and gov-
ern ECEC systems and services that meet
their needs and aspirations; and

e Provide $500 million to provinces/ terri-
tories committed to developing their own
policy frameworks based on principles
of universality, high quality, and com-
prehensiveness. These would be based
on the following components:

e Public plans for developing integrat-
ed systems that meet the care and
early education needs of children
and their parents;

e Public management of the expan-
sion of public and non-profit servi-
ces under public authorities, through
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public planning processes (includ-
ing integrating existing commun-
ity services into publicly managed
systems);

Public funding delivered directly to
ECEC services rather than through
individual parent-payment meas-
ures, which will create and main-
tain high-quality and accessible ser-
vices through predictable, dedicated
funding; and

Public reporting in federal, provin-
cial, and territorial legislatures on
quality, access, and other elements
of the ECEC system.

The AFB will also commit to reviewing
and developing a plan for strengthening
the federal/provincial/territorial approach
to maternity/parental leave with respect to
eligibility, flexibility, adequacy of benefits,
special considerations (such as children with
disabilities, and adoption), and earmarked
leave for a parent who is not the birth par-
ent in a couple.
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Cities and Communities

Background

Over 80% of Canadians live in cities.! Urban
areas are centres of job creation, immigra-
tion, and innovation critical to sustaining
our quality of life. But as urban populations
have grown, investment in cities has failed
to keep pace, and the infrastructure deficit
has expanded. The health of cities and com-
munities is of national concern, and feder-
al investment in them is crucial.

The backbone of Canada’s current mu-
nicipal infrastructure system was built be-
tween 1950 and 1980. Since then, cities have
been slowly starved. The replacement cost
for aged infrastructure has ballooned as
high as $171.8 billion.? The added costs as-
sociated with aging infrastructure deplete
municipal resources, making it even hard-
er for cities to meet the day-to-day needs
of their communities. Less money for cit-
ies also means less money for services like
public transit, police and fire departments,
libraries, water and sanitation services, and
community centres.

Canadian municipalities are restricted in
how they can raise revenue. They rely mostly
on property taxes and user fees and cannot
levy income or sales taxes. These regressive
forms of revenue generation disproportion-
ately affect vulnerable populations.? Property
tax rates in some Canadian cities are among
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the highest in the world.* In contrast, most
major U.S. cities levy income and/or sales
taxes, and many European cities rely heav-
ily on income taxes. Municipalities in other
countries also obtain a larger share of their
revenues through transfers from other lev-
els of government.

With few exceptions, Canada’s muni-
cipalities depend on higher levels of gov-
ernment to fund the large projects that are
needed for urban renewal. In the early 1990s,
transfers from Canada’s federal and provin-
cial governments provided 26% of local gov-
ernment revenues. But after 1995 transfers
to cities from these sources were reduced,
and by 2000 they provided only 16% of local
government revenues. During this period of
low investment the population of Canadian
cities grew by almost three million people.>
Local governments, especially in Ontario, in-
creased property taxes, user fees, and service
charges while reducing public services and
delaying maintenance of existing infrastruc-
ture and investment in new infrastructure.
Community organizations and community-
based projects had trouble maintaining ex-
isting supports. Transfers to municipalities
continued to shrink, even though federal
and provincial governments ran surpluses
and cut taxes to businesses and higher-in-
come earners.



In recent years, federal and provincial
governments have increased transfers to lo-
cal governments in response to public pres-
sure, the recession, and major structural
problems with vital bridges and roads. At
the federal level, the 2007 Building Canada
Plan and the 2013 New Building Canada Plan
offered municipalities stable, long-term rev-
enue not enjoyed since transfers were cut
in the mid-1990s. However, although these
funds were an improvement, they did not
fully remedy long-standing problems. Prom-
ised amounts were backend-loaded beyond
the scope of the then government’s mandate
and ultimately proved inadequate. Even
with new spending commitments, expendi-
ture as a percentage of GDP was scheduled
to start dropping again. The federal gov-
ernment failed to address the flaws in the
funding structure itself: grants were still
approved using a non-transparent process
that discouraged a co-ordinated approach
and led to accusations of unfairness and
to projects that emphasized publicity over
functionality.

Current Issues
Victories on paper

Central to the recently elected Liberal gov-
ernment’s platform is a commitment to in-
creasing infrastructure spending by an addi-
tional $60 billion over the next ten years.
Tentative AFB victories include the following:

e increased spending in the immediate
future (not backend-loaded beyond the
scope of the new government’s mandate);

¢ anew, entrenched level of funding that
will see an increase in spending rela-
tive to GDP;

e dedication of federal money to pub-
lic transit;

e the incorporation of a green lens for
infrastructure;

e a commitment to repurpose brownfield
land; and

* a commitment to remove the public—pri-

vate partnership (P3) screen.

However, several unanswered ques-
tions remain.

Funding formula

Funds have been promised but there is still
no process in place for distributing them.
Securing funding was a big piece of the puz-
zle, but making the transfer of those funds
as effortless as possible is also essential.
The current application-based system has
been opposed by stakeholders like the Fed-
eration of Canadian Municipalities because
it allows high profiles and visibility to be
prioritized over function in local infrastruc-
ture projects. The Liberal platform proposed
transfers based on bilateral agreements. If
this principle is applied properly it will be
a significant improvement, but nothing has
been formally agreed to yet. Cities require
a stable, long-term funding partner. They
should not have to beg the federal govern-
ment for money that is long overdue.
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Public transit

Spending commitments dedicated to public
transit may represent a huge step forward,
if they are implemented properly. In theory,
earmarking funds means that transit pro-
jects will face less competition with other
types of infrastructure development. Right
now there are commitments for funding at
anational level, but there is still no nation-
al transit plan. A national transit plan with
tangible goals and a clear path to achieving
them is badly needed. This plan should be
aimed at taking cars off the road, and there-
fore public transit projects must be designed
to increase ridership and reduce commute

times for transit users.

Genuinely green infrastructure

Cities are among the most important actors
in the fight against climate change. The fed-
eral government has identified “green infra-
structure” as a key priority but remains vague
about how it plans to advance this priority.
The increase in funding should be used as
alever to prompt cities to take big steps for-
ward in properly assigning value to natural
assets, limiting urban sprawl, reinvesting in
brownfields, and making the long-term plan-
ning decisions required to actually make an
observable environmental impact. Mean-
ingful change will not happen by accident,
there must be firmly established priorities to
make it happen. In practice there are signifi-
cant differences in the level of commitment
to these priorities from city to city. Greening
should no longer be up to the discretion of
each city; it should be an unavoidable pre-
condition for funding.
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Role of the federal government

The implicit overarching question is this:
what role will the federal government play
in advancing its plans? Cities want more au-
tonomy, and they deserve it. The challenge
ahead for the federal government is figur-
ing out a way to relinquish control while at
the same time achieving stricter discipline.

Community economic development

Canadian communities have been taking
innovative and strategic action to respond
to increasingly complex challenges, and
to improve their economic, social, and en-
vironmental conditions. Community leaders
understand that unemployment, urban and
rural decline, income inequality, poverty, so-
cial exclusion, and environmental degrad-
ation can only be effectively addressed by
community-led strategies that take a multi-
faceted, integrated approach. The commun-
ity economic development (CED) model pro-
vides that approach.

CED is community-led action that cre-
ates economic opportunities while enhan-
cing social and environmental conditions.
Through social enterprises, co-operatives,
and other community organizations, Can-
adians work together to strengthen local
economies while providing access to child
care services, housing, local food, training,
skill development opportunities, and other
much-needed services in a way that empow-
ers marginalized groups. These efforts build
fairer and stronger local economies while
creating sustainable and resilient commun-
ities. With the significant resources, capaci-
ties, and policy levers that they have at their



disposal, governments have an important
role to play in supporting CED.

Canada can play a lead role in address-
ing complex community challenges and
improving the quality of life for all Can-
adians by developing and implementing a
federal CED policy framework along with a
neighbourhood revitalization program. The
former can be modeled after the one used
by the Manitoba government. It would in-
clude a CED lens —a series of questions to
help government departments assess the
degree to which they are incorporating
CED principles into their initiatives. This
would ensure that CED principles, such as
local skill development and local employ-
ment, are incorporated into government in-
itiatives so that they can better respond to
the economic, social, and environmental
needs of communities. In doing so, a fed-
eral CED policy framework would promote
inclusive, sustainable, and resilient Can-
adian communities.

AFB Actions
Community infrastructure transfer

The AFB will dedicate $7 billion a year to cit-
ies based on a formula that balances popu-
lation and regional equity. This represents
1% of the GST/HST. Cities and commun-
ities need a stable, long-term funding part-
ner who acknowledges the ongoing need
for infrastructure spending at the munici-
pal level and recognizes the systemic short-
comings that have created the current infra-
structure deficit. The federal government
will get out of the business of assigning an-

nual allowances to cities and approving in-
dividual projects based on short-term pol-
itical goals, and move into the business of
ensuring that long-term national priorities,
such as climate change mitigation, are be-
ing properly addressed.

National Community
Development Agency

The introduction of the Community Infra-
structure Transfer will require a re-evalua-
tion of the role played by the federal gov-
ernment with respect to lower levels of
government. The National Community De-
velopment Agency will include represent-
atives from all levels of government and
will be tasked with removing obstacles to
the smooth transmission of public resour-
ces into the productive and socially respon-
sible investment that communities urgently
need. Its mandate will include the following:

e developing mutually agreed upon,
streamlined project-approval criteria
that include transparency, new report-
ing mechanisms, and independent, fund-
specific auditing;

¢ identifying common goals across prov-
inces and providing specialized servi-
ces to municipalities;

¢ developing and coordinating a national
transit strategy and a national sustain-

able municipal asset management plan;

e developing and co-ordinating a national
CED policy framework and lens modeled
on the one currently used in Manitoba;
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e reviewing foreign takeovers of Canadian
business to assess the potential com-
munity impact as part of the foreign in-
vestment review process;

e creating an ongoing outreach strategy
to promote co-construction of public
policy with all levels of government,
stakeholders, and civil society partners;

¢ developing and co-ordinating a nation-
al brownfield redevelopment strategy
to bring former industrial sites back to
productive community and econom-
ic use; and

e assisting municipalities in the develop-
ment and implementation of community
climate change strategies that will help
the federal government achieve nation-
al climate change goals.

Community benefit clause

The AFB will develop and implement a pur-
chasing strategy that incorporates social and
environmental value-weighting in all muni-
cipal procurement, and that uses a commun-
ity benefit clause (CBC) on all appropriate
contracts. Practical examples include sub-
contracting to a social enterprise that pro-
vides jobs for people who face barriers to
employment, using a community engage-
ment process for the design of new build-
ings, providing employment opportunities
for local youth, and partnering with local
arts groups for community beautification. A
CBC will not predetermine who may bid on
a contract, but will incorporate evaluated
percentage criteria that prompt bidders to
show how their proposed approach would
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provide residual benefits to the commun-
ity (aside from price, quality, etc.). Any bid-
der, regardless of its country of origin, may
submit a proposal that includes addition-
al community benefits and will be evaluat-
ed accordingly.

Neighbourhood revitalization fund

The AFB will establish a federal neighbour-
hood revitalization fund (cost: $100 million/
year for five years). The fund will provide
multi-year support for the establishment
and ongoing operation of neighbourhood
renewal corporations (NRCs) in under-in-
vested urban communities across Canada.
NRCs will be locally governed, democrat-
ic organizations that co-ordinate ongoing
revitalization efforts. These efforts will be
based on five-year revitalization plans that
take a CED approach and that are developed
by the community. NRCs will also help com-
munity organizations develop proposals and
apply for funding to support projects con-
sistent with their neighbourhoods’ five-year
revitalization plans.

Notes

1 “Population, Urban and Rural, by Province and Ter-
ritory.” Ottawa: Statistics Canada.

2 Federation of Canadian Municipalities (2012). In-
forming the Future: Canadian Infrastructure Report Card.

3 Lower-income households pay a much higher share
of their income through increased user fees for public
services or property taxes on owned or rented property.

4 Pomerleau, Kyle and Andrew Lundeen (2014). Inter-
national Tax Competitiveness Index. Washington D. C.:
Tax Foundation.

5 “Population, Urban and Rural, by Province and Ter-
ritory.” Ottawa: Statistics Canada.



Defence

Background

The AFB has long taken the position that Can-
ada is overspending on the military, which
has been reflected in the government’s policy
of reducing the budget of the Department of
National Defence (DND) in each of the last
five years to 2014—-15. The government spent
only $18.45 billion of the $20.45 billion that
was authorized for DND in 2014-15, leaving
$2 billion (nearly 10% of the entire military
budget) unspent.' As a result, when meas-
ured in 2015 dollars, military spending de-
clined from just over $19 billion in 2013-14
to just over $18.35 billion in 2014-15.

The authorized military budget for 2015~
16 is $19.52 billion, which would represent a
6% increase over actual spending in 2014—
15. However, given the Harper government’s
efforts to suppress departmental spending
during recent years, it is unlikely the total
authorized budget will have been spent by
the end of the fiscal year, even allowing for
the arrival of the Trudeau government, with
its different budgetary priorities, in Novem-
ber of 2015.

Pundits and journalists continue to por-
tray Canadian defence spending as being
low relative to other countries. They can
do this by comparing our military spending
only as a percentage of the economy or GDP
rather than looking at all three commonly

used measures: percentage of GDP, per cap-
ita spending, and actual dollars spent. In
actual dollars, Canada is the sixth largest
military spender among the 28 member na-
tions of NATO and the 16th largest spend-
er in the world.3

Overall, the DND budget has undergone
significant reductions since its peak in 2009—
10, when it was just over $20 billion (about
$22.5 billion after adjusting for inflation).
That said, about two-thirds of this reduc-
tion can be attributed to accounting chan-
ges and the decreased incremental cost of
Canada’s overseas military missions, most
notably the winding down of the mission
in Afghanistan.

Current Issues

Ukraine and ISIS mission costs
withheld from estimates

The overall incremental costs of the Can-
adian Forces’ overseas missions in 2015-16
are projected in government estimates to be
just $38 million, but that does not include
the costs of either the Ukraine mission or
the mission against ISIS, both reported as
classified.* This is the only time in the post—
Cold War era that such estimates have been
withheld from Parliament and the public.
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Former defence minister Jason Kenney
stated on April 1, 2015 that the estimated in-
cremental cost of the ISIS mission in 2015—
16 was $406 million.> More recently, the To-
ronto Star reported that “the mission is on
track to cost just over $200 million in the
current fiscal year,” with the costs for 2014—
15 in the neighbourhood of $70 million.¢
The estimated cost of the Ukraine mission
has still not been released. Thus, the over-
all incremental cost of overseas missions in
2015-16 is likely to be in the range of $240-
$444 million, with the unspecified costs of
the Ukraine mission (perhaps as much as
$15—-$30 million) coming in on top of that.

In 2009-10, the incremental costs of Can-
ada’s overseas missions totalled just over
$1.7 billion ($1.9 billion in 2015 dollars), of
which about $1.5 billion was for Afghanistan
($1.6 billion in 2015 dollars). The difference
between the 2009-10 total and the 2015-16
total represents $1.43-%1.64 billion in costs
that DND does not face this year.

Accounting changes further reduced
the costs that must be covered within the
DND budget. For example, approximate-
ly $300 million was taken on by the Com-
munications Security Establishment and
another $300 million, for significant IT re-
sponsibilities, is now handled by Shared
Services Canada.

Thus, while DND’s authorized 2015-16
budget is approximately $3 billion lower (in
2015 dollars) than in 2009-10, the depart-
ment’s ability to fund core programs has de-
clined by about $800 million to $1 billion,
and potentially as low as $500 million if the
costs of the 2015-16 overseas missions end
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up coming out of an additional appropria-
tion instead of the current budget authorities.

Canada still a freeloader
on UN peacekeeping

In November of 2015, there were 92,620 mil-
itary personnel and 13,916 police personnel
serving around the world in 18 United Na-
tions peacekeeping missions.” Canada par-
ticipated in five of these missions, contrib-
uting 27 military and 85 police personnel.
This puts Canada in 66th place out 125 con-
tributing countries in terms of overall (mil-
itary and police) contributions to UN peace-
keeping, just behind Paraguay (120) and just
ahead of Mali (108).

If we look at military contributions only,
Canada ranks even lower, tied with Boliv-
ia for 78th place out of 116 countries, be-
hind Switzerland (28 military personnel),
and ahead of Sierra Leone (21). The incre-
mental cost of Canada’s military contribu-
tion to UN peacekeeping missions is pro-
jected to be just $2.85 million in 2014-15.
Contrast this dismal performance with nota-
ble NATO participants including Italy (1,089
military personnel), the Netherlands (655),
and Spain (612).

The 2015 AFB called for Canada to re-
engage in UN peacekeeping and the Liber-
al government has indicated it would like
to make progress on this goal. The prime
minister’s mandate letter to Harjit Sajjan in-
structs the defence minister to work with his
counterparts at Global Affairs to renew Can-
ada’s commitment to United Nations peace
operations in the following ways: provid-

ing specialized medical, engineering, and



other capabilities; developing and staffing
rapid deployment capacities; and leading
an international training effort of both mil-
itary and civilian personnel.

The AFB welcomes and commends these
undertakings and calls on the government to
commit more “boots on the ground” for UN
peacekeeping, and to significantly upgrade
Canada’s peacekeeping capacity through a
new international peacekeeping training
facility for civilian and military personnel.

Defence policy review

In 2015, the AFB called for a public review
of Canada’s defence policy. There has been
significant progress on this recommenda-
tion. Defence Minister Sajjan says he plans
to complete a thorough defence policy re-
view (Defence White Paper) by the end of
2016 —and the public will be asked to par-
ticipate.® The review, which will fulfil a key
election promise of the Liberal Party, is es-
sential for updating the expensive and out-
dated Canada First Defence Strategy put
forward in 2008. Unlike his Conservative
predecessors, Minister Sajjan has correctly
identified the need to define what role the
military should play before moving forward
with new spending and weapons programs.

F-35 stealth fighters

Supporters of Lockheed Martin’s F-35 stealth
jet fighter have been on red alert since Jus-
tin Trudeau, campaigning to be prime min-
ister, promised to abandon the overpriced
and underperforming program if elected.
He committed to hold a competition for a

more appropriate and affordable aircraft to
fulfil Canada’s needs. Controversially, Tru-
deau said the F-35 would not be part of that
competition.?

Rejecting the U.S.-built F-35 is a long-
standing priority of the AFB. The Liberal
change in policy is significant, but the F-35
lobby and its allies have been working hard
to keep their jet in the competition — with
signs of success. The Liberal government
has not restated Trudeau’s campaign prom-
ise to exclude the F-35 from the competi-
tion. Should the prime minister renege on
this commitment, the F-35 lobby will then
set to work on DND officials to ensure the
costly jet emerges in top place.

A defence policy review would help
the new government avoid this embarrass-
ing possibility by producing a clear “state-
ment of requirements” to replace the cur-
rent fleet of CF-18s with aircraft that can
safely, capably, and affordably defend Can-
ada’s airspace. A major project such as this
should also meet the standard defence pro-
curement requirement for guaranteed in-
vestment in Canada equivalent to the cost
of the aircraft. Unlike some of the competi-
tion, the F-35 cannot meet any of these es-
sential requirements.™

Veterans’ Affairs

The 2015 AFB called for a public inquiry to
address the “culture of denial” that plagues
Veterans Affairs Canada. Despite its com-
mitment to fix the problems at the depart-
ment that are denying veterans of services
and benefits, the government’s proposed
change to financial support for disabled
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veterans has been labelled a “cop out” by
outspoken former ombudsman Pat Stogran,
since it will do little to reduce problems like
homelessness." As such, the AFB reiterates
its call for a root-and-branch review of this
troubled department.

AFB Actions

The AFB remains optimistic that continued
progress can be made on building and fund-
ing a Canadian military that serves Canada’s
defense needs and makes a significant con-
tribution to UN-led peace and security in-
itiatives. Toward that goal, the AFB will take
the following actions:

e Convene consultations with veterans’
groups and experts on the mandate for
an independent public inquiry into the
defence department’s ongoing inability
to help Canada’s most needy veterans;

e Move forward expeditiously on a de-
fence policy review by publishing a
Green Paper to focus public and expert
consultations. The Green Paper should
prioritize UN peacekeeping and include
a policy framework for Canadian partici-
pation in military operations abroad;

e Continue to reduce Canada’s defence
spending, while shifting dollars to pri-
ority areas such as UN troop contribu-
tions and training for UN peacekeep-
ing operations;

e Withdraw Canada from the U.S.-led F-35
program and pursue a competition to
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replace Canada’s CF-18s without the
F-35 option.

Notes

1 Public Accounts of Canada 2015, Volume 2: Details of
Expenses and Revenues. Government of Canada (2015).

2 All figures rounded to two decimal points. The IMF
is estimating negative inflation in Canada for 2015 rela-
tive to 2014, producing the very unusual result that 2014
spending is shown as a slightly smaller number when
denominated in 2015 dollars.

3 Based on: Defence Expenditures of NATO Countries
(1995—2015). Brussels: North Atlantic Treaty Organisa-
tion and the Stockholm International Peace Research
Institute (S1PRI) Military Expenditure Database.

4 “Cost Estimate for Canadian Armed Forces (CAF) Inter-
national Operations.” Department of National Defence
and the Canadian Armed Forces: Report on Plans and Pri-
orities 2015-16. Ottawa: Department of National Defence.

5 Brewster, Murray. “Cost of Canada’s mission in Iraq,
Syria will hit $528 million in coming year,” Canadian
Press, 1 April 2015.

6 Campion-Smith, Bruce. “Canada’s 1SI1S mission has
cost close to $300 million,” Toronto Star, January 23,
2016. According to the article, government sources
said the 2014-15 costs for the 1S1S mission would be
published in a forthcoming 2014-15 departmental per-
formance report.

7 See also http://www.un.org/en/peacekeeping/ con-
tributors/2015/nov15_1.pdf and http://www.un.org/ en/
peacekeeping/contributors/2015/novis_3.pdf for sum-
maries of UN missions as of November 30, 2015.

8 Marie-Danielle Smith. “Defence minister: Military re-
view to be completed by end of 2016.” Embassy Maga-
zine, January 13, 2016.

9 “Justin Trudeau vows to scrap F-35 fighter jet pro-
gram,” CBC News, September 20, 2015.

10 Seediscussion of the F/A-18 Super Hornet in: Byers,
Michael (2015). Smart Defence: A Plan for Rebuilding Can-
ada’s Military. Ottawa: Rideau Institute.

11 Nuttal, Jeremy. “Ottawa’s Plan Not Good Enough for
Disabled Vets, Advocate Says,” The Tyee, January 15, 2016.



Employment Insurance

Background

Employment insurance (EI) is a vital part
of Canada’s social safety net. Successive
federal governments have made the pro-
gram less equitable and harder to access
as our society has undergone major chan-
ges. Workers in Canada are desperately in
need of a sturdy social safety net, as more
and more of us live with the realities of pre-
carious employment.

Despite promising a moderate expansion
of benefits, the new federal government will
be reducing premiums at the expense of in-
creased access to benefits.

The basic parameters of Canada’s EI
system are insufficient. The benefit rate is
low —just 55% of earnings averaged over
the previous six months, which often in-
clude weeks of very low earnings. Women
still face a significant earnings gap in Can-
ada, and thus their EI benefits are also low-
er. Between 2006 and 2014, women’s aver-
age weekly benefits were consistently about
$60 lower than men’s.!

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 qual-
ify in regions with high unemployment rates
and claimants in those regions receive bene-

fits for more weeks. 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. One of
the most important promises the new feder-
al government has made is to eliminate this
unfair restriction, which disproportionately
impacts young workers and new Canadians.

In an average El 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 de-
pending on how long they have worked over
the previous year. This threshold unfairly ex-
cludes many workers who work part time or
in temporary jobs, or who combine such pre-
carious work with spells of self-employment.

Elis not keeping up with the realities of
today’s job market, in which 20% of jobs are
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
EL In the event they do qualify, it can be for
as few as 14 weeks of benefits.

There are still more than 1.2 million un-
employed workers in Canada. Even more
telling is the fact that the proportion of Can-
adians who have jobs has remained steady
since the end of the recession, which indi-
cates that job growth has barely kept up
with population growth.
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FIGURE 8 EI Premium Rate, 1997-2016
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. to El immediately.
porary stimulus measures and the counter-
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The federal government has promised
to reverse the unwise 2012 changes to em-
ployment insurance, which created three
tiers of recipients and requires workers to
accept employment outside their usual field
of work, at wages up to 70% lower than pre-
vious wages. This is welcome news. Chan-
ges to the Working While on Claim project
are designed to benefit high-wage workers
and have had a negative impact on lower-
wage workers. Given that Working While
on Claim has proven to be a positive path-
way back into the workforce for many un-
employed workers, the AFB would amend
this pilot to undo the negative impact on
lower-wage workers who find part-time work
while receiving EI benefits.

AFB Actions

The AFB will take the following actions:

e Use most of the estimated $4-billion
surplus in the EI Operating Account to
fund an expansion of regular benefits
and training programs.? The AFB will
maintain premiums at 1.88% in order to
fund the ongoing expansion of access to
benefits. This would raise $3 billion in
additional EI revenues.

e Implement the following key EI reforms
in January of 2016 at a cost of $1.4 bil-
lion per year:

e eliminate the 910 hours entrance re-
quirement for new entrants and re-

entrants ($550 million);

e parental leave flexibility ($125 mil-
lion);

e compassionate care extension ($190

million);

¢ increase funding to Labour Market
Development Agreements ($1 bil-
lion); and

e reverse 2012 changes ($35 million).

Replace the Working While on Claim
Pilot Project with an earnings exemp-
tion on the first $100 per week or 50%
of weekly earnings, whichever is great-
er. (Cost: $200 million per year.)

Restore frontline services to eliminate
excessive wait times for unemployed
workers in receiving benefits and in hav-
ing appeals processed. (Cost: $200 mil-
lion per year.)

Establish a uniform national eligibility
requirement of 360 hours. Only about
40% of unemployed workers currently
receive regular EI benefits, partly due to
the disproportionate growth of tempor-
ary and part-time jobs. (Cost: $1.2 bil-
lion per year.)

Notes

1 Employment Insurance Monitoring and Assessment
Report 2014. Ottawa: Statistics Canada.

2 The 2016 Chief Actuary report estimated a $4.6-billion
surplus at December 31, 2016, but this was based on an
unemployment rate of 6.6%. As of November 2015, the
national unemployment rate was 7.1%. The Chief Actu-
ary report estimates this level of unemployment would
reduce the accumulated surplus to $3.7 billion.
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Environment and
Climate Change

Background

Prosperity and well-being in Canada, for
this and future generations, will depend
on healthy ecosystems. Unfortunately, that
prosperity is threatened by climate change,
habitat loss, invasive species, and pollution.
Canada is particularly vulnerable to the im-
pacts of climate change, which will affect
our economy, infrastructure, health, food
production, the landscapes around us, and
the wildlife that inhabit them.

Without ambitious domestic policy ac-
tion, Canada will continue to miss its inter-
national greenhouse gas (GHG) targets. The
federal government must commit to its fair
share of global emissions reductions, and
implement a comprehensive climate action
plan commensurate with its goal of doing
more to mitigate and adapt to the impacts
of climate change at home and abroad.

Achieving Canada’s full renewable energy
generation potential over the long term will
help us achieve these goals. Recent research
shows renewable energy will be the largest
source of new power generation capacity
worldwide over the next five years. Rapidly
declining technology costs now yield more
turbines and solar panels on the ground,
meaning any federal investment in renew-
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able energy infrastructure will generate
much more power than it would have just
a few years ago.

Canada has an abundance of diverse
energy resources; there is more than enough
clean energy potential to meet domestic needs
and for export. The shift to a resilient, de-
carbonized Canadian economy must begin
in 2016, as any further delay will increase
transition costs over time and result in lost
competitiveness in global energy markets.
The AFB will start this transition toward a
zero-carbon economy by supporting those
energy resources that maintain a healthy
environment, a safe climate, and a strong
economy.

Canada has other important internation-
al commitments on climate change. Under
the December 2009 Copenhagen Accord, de-
veloped countries agreed to provide three
years’ worth of “fast start” climate finan-
cing — toward a goal of US$100 billion per
year by 2020 —to help developing countries
mitigate and adapt to climate change. Can-
ada’s contribution will be critical, not just
to support action in developing countries,
but also to build trust in its international
negotiations.



Current Issues

The United Nations Framework Convention
on Climate Change’s (UNFCCC) 21st Confer-
ence of the Parties in Paris last year was an
important step forward on a pressing col-
lective action problem.! After 21 years of
meetings, all countries have now pledged
to turn away from fossil fuels. Backed by
hard science, the agreement implies, but
does not overtly state, that decarbonisation
(i.e., 100% reliance on renewable sources of
energy) must take place by the second half
of this century. A ratchet mechanism in the
agreement requires that countries tighten up
their commitments every five years.

While it is promising that leaders in Paris
recognized the need for greater ambition
in the form of a 1.5-degree-Celsius limit on
global temperature rise, rather than two de-
grees, it is not clear that politicians and ne-
gotiators understood exactly what this en-
tails. The agreement is missing a coherent
framework that clearly states a peak year
for emissions, a target date for a 100% re-
newable economy, or a carbon budget — the
total amount of carbon we can “safely” use
before exceeding 1.5 degrees.

Pre-Paris estimates of the effect of country
GHG reduction targets put the global temper-
ature rise at three or more degrees Celsius.
There is no way we can even contemplate a
1.5-degree target without serious measures
to keep carbon in the ground. Given Can-
ada’s strong support for this goal in Paris,
the federal government will need to adopt
a much more ambitious domestic GHG re-
duction target (or Intended Nationally De-
termined Contributions (INDCs)).

AFB Actions

The AFB will take the following actions to
meet this GHG reduction challenge, while
putting Canada on a course to 100% renew-
able energy generation within 35 years (by
2050): create a national carbon price; con-
tribute Canada’s fair share of global cli-
mate financing; remove all direct and in-
direct subsidies to coal, oil, gas (including
liquefied natural gas), and pipeline and re-
finery expansion; and support the finan-
cing of renewable energy generation and
energy efficiency.

1. Creating a carbon tax in all
Canadian jurisdictions

Carbon pricing regimes are currently in
place or forthcoming in British Columbia,
Quebec, Ontario, Manitoba, and Alberta.
But an economy-wide carbon price will be
key to achieving GHG emission reductions
at the lowest cost. The limited “sector-by-
sector regulatory approach” to GHG reduc-
tions of the last federal government, com-
bined with this patchwork of carbon pricing
regimes, leaves a substantial portion of the
Canadian economy with few incentives to
decarbonize.

The AFB will lead the development of
a national carbon price to be collected by
the federal government and harmonized
with the provinces based on a common set
of principles. It will set a stringent nation-
wide carbon price of $30 per tonne, with no
exemptions for any industrial sector, effect-
ive January 1, 2017. This price will increase
by $5 per tonne each year after its introduc-
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tion. A portion of revenues from all carbon
pricing regimes will be redistributed toward
low-income families most affected by energy
poverty (e.g., through retraining programs),
providing a truly just transition to low-car-
bon energy.

The AFB will enforce a harmonized car-
bon price of at least $50 per tonne of CO, by
2021 in all Canadian jurisdictions, thus pro-
viding all households and businesses in all
sectors of the economy the same incentive
to reduce GHG emissions and switch to low-
carbon energy sources. (See the AFB Taxa-
tion chapter for more details.)

2. Paying Canada’s fair share
of global climate financing

Developing countries face financial bar-
riers to reducing their emissions and are
already experiencing considerable losses
and damages due to climate change. Rec-
ognizing this imbalance, the AFB will allo-
cate $1 billion annually for adaptation and
mitigation activities in developing countries
to reduce their dependence on fossil fuels.
Reductions in GHG emissions can often be
achieved much more efficiently and at a low-
er cost in developing countries, compared
to more developed economies, since they
frequently require less technology.

3. Removing federal carbon subsidies

The AFB will completely phase out, over five
years, all remaining federal tax credits, pro-
duction subsidies, direct federal spending,
and public financing for fossil fuels. These
include the Mineral Exploration Tax Cred-
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it (METC) for flow-through shares on coal
mining ($10 million a year), the Canadian
Development Expense (CDE) for oil and gas
well or mining development ($1.1 billion a
year), the Canadian Exploration Expenses
(CEE) for coal mining exploratory expenses
($182 million a year), the Accelerated Cap-
ital Cost Allowance (ACCA) provided to li-
quefied natural gas projects ($9 million a
year), the Canadian oil and gas property
expense (COPGE) allowing companies to
claim 10% of the costs of acquiring wells
and rights ($40 million a year), the duty
exemption for imports of mobile offshore
drilling units in the Atlantic and Arctic, the
Foreign Resource Expense (FRE), and the
Foreign Exploration and Development Ex-
pense (FEDE).

In addition to these fossil fuel subsidies,
which total about $1.3 billion a year, the fed-
eral government has provided significant
public funding for the oil and gas industry
in the form of advertising, outreach, and
research support. Public financing for fos-
sil fuel production in Canada and overseas
from Export Development Canada (EDC)
alone is estimated to be $2.9 billion a year.>
The AFB will conduct a systematic review
of the financing portfolio of EDC, as well as
Canada’s financial contributions to multi-
lateral development banks aimed at sup-
porting investment in fossil fuel projects,
which will be phased out.



4. Achieving Canada’s full renewable
energy potential and improving
energy efficiency for homes and
businesses

The AFB will work with the provinces and
territories to modernize Canada’s electricity
infrastructure and increase renewable energy
generation. In total, the AFB will spend $3
billion over five years to accelerate Can-
ada’s transition to a fossil fuel-free future.

Natural Resources Canada will require
additional resources to plan and imple-
ment this transition; for example, to up-
grade and expand Canada’s power grid so
it can accommodate renewable inputs, in
particular wind and ocean power genera-
tion in more remote locations. (Cost: $380
million over five years.) The AFB will also
commit funds to more rapidly develop ex-
isting renewable energy technologies like
wind, solar, tidal, biomass, micro-hydro,
and geothermal power. (Cost: $1.35 billion
over five years.)

Historically, accelerated capital cost al-
lowances and flow-through tax credits have
been used to encourage investment in the
expansion of Canada’s fossil fuel industry.
Of the $1.3 billion currently spent on fossil
fuel subsidies, the AFB will redirect $1.25 bil-
lion to encourage investment in clean tech-
nologies, including energy storage and new
renewable energy generation.

Complementary to these efforts, which
will make Canada a world leader in clean
energy generation and export, the AFB will
provide incentives to significantly increase
energy conservation and energy efficiency
in Canadian homes and businesses.

Improving energy efficiency is the clean-
est, most affordable, and fastest way to re-
duce greenhouse gas emissions. The energy
used to heat Canadian homes, run appliances,
and keep lights on is responsible for rough-
ly 14% of Canada’s total GHG emissions.?
We burn far more fossil fuel than we have
to because of inadequate insulation, ineffi-
cient lights and appliances, and insufficient
weatherproofing, with all the costs this cre-
ates for Canadian households and the en-
vironment. The AFB will fund a renewable
heat program whereby incentives are pro-
vided to replace fossil-fuel fired heating sys-
tems with renewable heat sources, and re-
newable heating standards are phased in
for new building constructions. (Cost: $200
million over four years.)

Transportation is responsible for roughly
25% of Canada’s GHG emissions, with per-
sonal vehicle transportation accounting for
about one-third of this amount. Electric ve-
hicles (EVs) have the potential to play an
important role in helping the government
meet its GHG reduction targets. The AFB
will contribute to the widespread adoption
of EVs by investing in more charging infra-
structure in key travel corridors. (Cost: $125
million over five years.) Investment in pub-
lic transit and green infrastructure could
lead to an even larger and more immediate
reduction in GHG emissions (see the Cities
and Communities chapter).

The AFB would also invest $1.5 billion
over four years to greatly improve energy
efficiency in Canadian homes. This would
begin by improving the capacity of key gov-
ernment departments to manage a Nation-
al Home Retrofit Plan. Low-income families
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would gain access to a specialized Home
Retrofit Grant Program, which would make
50,000 homes per year more energy efficient.

A Canadian Energy Audit program would
give other families an entry point for access-
ing a restored ecoEnergy Efficiency program,
also for home retrofits. This will allow home-
owners who do not qualify for the Home
Retrofit Grant Program to access revolving
“pay-as-you-save” federal loans based on
before-and-after EnerGuide or infrared heat
tests. Home retrofits offer homeowners re-
lief from higher energy bills while signifi-
cantly lowering GHG emissions from the
building sector.*
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Notes

1 Adoption of the Paris Agreement. Conference of the
Parties Twenty-first session, Paris, 30 November to 11
December 2015. United Nations Framework Convention
on Climate Change. Fccc/CP/2015/L.9/Rev.1.

2 0il Change International, Overseas Development In-
stitute, International Institute for Sustainable Develop-
ment, November 2015. Estimate based on 2012 and 2013
data, originally reported in U.S. dollars and converted
to Canadian using the 2014 IRS rate. EDC reported one
transaction between $435 million and $870 million to
India Reliance Industries Ltd. EDC’s reporting of its fi-
nancing is not precise and should be investigated and
publicly reported.

3 Energy Efficiency Trends in Canada 1990 to 2010. Ot-
tawa: Natural Resources Canada, 2013.

4 According to Natural Resources Canada’s Report on
the Review of Clean Energy Initiatives (2011), the energy
used to heat Canadian homes, run appliances, and keep
lights on is responsible for roughly 14% of Canada’s
total GHG emissions.



First Nations

Background

As aresult of the historical and ongoing dis-
possession and marginalization of Indigen-
ous peoples in Canada, there remains a per-
sistent and unacceptable gap in outcomes
on virtually every indicator of well-being.
First Nations peoples face disproportion-
ately high levels of poverty and lower lev-
els of access to economic and educational
opportunities. They are three times as like-
ly to live in housing that is in need of major
repairs and more likely to be without safe
drinking water.! First Nations women and
girls continue to experience disproportion-
ately high rates of violence.

This gap is the result of a relationship
that has not been fulfilled; of Crown part-
ners that have neglected treaties and ignored
or subverted Indigenous rights. Closing the
gap requires a fundamental transformation
of the fiscal relationship between First Na-
tions and the Canadian government. 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 Can-
ada has maintained a 2% cap on increas-
es to basic services for First Nations since
1996. This barely keeps up with inflation,
and makes no adjustments for the boom-

ing population growth in First Nations com-
munities and the needs that come with it.

Removing the cap on funding growth
and basing transfer amounts on actual
need would reduce the disastrous poverty
rate of First Nations children, which is cur-
rently 50%. The Assembly of First Nations
estimates that the removal of the 2% cap
would cost the federal government $3.34
billion in 2016/17, noting that this invest-
ment does not account for the inadequate
funding amounts that were originally im-
posed in 1996.3

In June 2015, the Truth and Reconcilia-
tion Commission of Canada released its prin-
ciples for reconciliation along with 94 calls
to action. These provide a roadmap to recon-
ciliation and to implementing the actions set
out in the Assembly of First Nations’ report
Closing the Gap: 2015 Federal Election Prior-
ities for First Nations and Canada. Closing
the gap and fulfilling human rights will be
achieved by restoring the nation-to-nation
relationship; fiscal fairness; committing to
land, water, and environmental protection;
protecting First Nations human rights; and
implementing reconciliation. The recently
elected federal government has committed
to renewing Canada’s nation-to-nation rela-
tionship with Indigenous peoples.

In addition to increased investment, new
funding mechanisms —based on partnership
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and the recognition of rights — are required
to meet the needs of communities, ensure
parity between First Nations and non-First
Nations communities, and account for the
real costs to First Nations governments of
delivering services. New mechanisms must
also ensure that every First Nation’s access
to sustainable resources is protected in ac-
cordance to that nation’s rights and the fidu-
ciary obligations of the federal government.

Current Issues

Supporting First Nations
families and communities

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 a tremendous impact on communities.
Health outcomes are directly tied to a num-
ber of social determinants, including edu-
cation, employment, gender, environment-
al health, cultural connectedness, housing,
and degree of individual empowerment and
collective self-determination. Improving First
Nations health outcomes therefore requires
significant investment in First Nations infra-
structure. This includes safe drinking water,
adequate housing, education, health, and
emergency services.

Canada’s Non-Insured Health Benefits
(NIHB) program currently fails to ensure
that health outcomes for First Nations are
comparable to those of Canadians. A long-
term strategy is required for health care
funding; one that is premised on realistic
expenditure projections based on First Na-
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tions population growth and aging rates, in-
flation trends over the past four years, and
an annual escalator.

In 2015, First Nations developed the First
Nations Mental Health and Well-Being Com-
munity Framework (FNMWCF) to answer the
call for a co-ordinated and comprehensive
approach to mental health and addictions
programming. In 2015, the federal govern-
ment invested $350,000 to implement the
FNMWCF in a few First Nations commun-
ities. The AFB will provide adequate, sus-
tainable, flexible funding to ensure the full
implementation of this program.

First Nations water quality continues
to be a national concern. A national engin-
eering assessment released by the federal
government in 2011 concluded that 73% of
First Nations water systems are at high or
medium risk of negatively impacting water
quality. Among First Nations communities,
124 remain on unsafe drinking water advis-
ories.* Some advisories have been in place
for a decade or more. Addressing water qual-
ity will require an investment of $1 billion
per year over the next 10 years.

Substandard housing conditions are an-
other persistent and growing challenge. A
2011 evaluation of on-reserve housing con-
cluded that “despite ongoing construction
of new housing on-reserve, the shortfall still
exists and appears to be growing rather than
diminishing.”s By 2034, there will be a hous-
ing shortfall of 130,197 units, a need for an
additional 11,855 units to replace existing
ones, and approximately 10,000 units that
need major repairs. Addressing housing con-
ditions will require an investment of near-
ly $1 billion per year over the next 10 years.



First Nations individuals experience
higher rates and more severe forms of vio-
lence than any other population group in
Canada, a discrepancy even more evident
among women. A 2013 Statistics Canada re-
port noted the rate of self-reported violent
victimization against Aboriginal women in
Canada was three times the rate for non-Ab-
original women; this was for spousal vio-
lence as well as violence perpetrated by
other family members, friends, acquaint-
ances, and strangers.® Canada must develop
a national action plan to prevent and end
violence against women and girls.

Rates of homicide against Aboriginal
women are an estimated six times higher
than for non-Aboriginal women.” In May
2014, the RCMP released results from a com-
prehensive study that acknowledges this
over-representation, identifying 1,181 cases
where Indigenous women had been mur-
dered or were missing between 1980 and
2012.8 There is no question that the govern-
ment’s recently announced national inquiry
to address the high number of missing and
murdered Indigenous women and girls is ur-
gently needed. This inquiry must be fully in-
clusive and supportive of hearing the voices
of families of those missing or murdered. Its
role should be to create awareness; to en-
sure knowledge and understanding, includ-
ing reliable data; and to provide an expert
review of past approaches, root causes, and
current practices of police and state insti-
tutions to ensure all levels of governments
adopt tangible solutions to prevent further
violence against and disappearances of In-
digenous women.

First Nations Police Services (FNPS) play
a critical role in ensuring public safety and
keeping the peace in First Nations commun-
ities. However, while policing is general-
ly considered an essential service within
provincial jurisdictions, no similar legisla-
tive base exists for FNPS. Existing policy on
First Nations policing is inadequate. It as-
sumes that First Nation policing is an en-
hancement to existing policing services,
which leads to chronic levels of underfund-
ing, fewer training opportunities, and infra-
structure gaps. This threatens the ability on
FNPS to deliver high-quality police servi-
ces, ensure safety, and deal with emerging
issues such as gang activity.

Removing barriers to education
and economic opportunities

Improving the level of educational attain-
ment is the foundation for long-term eco-
nomic stability and prosperity. Raising First
Nation graduation rates to levels compar-
able 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.°

First Nations schools are still under-
funded as a result of a formula that was 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 over time, but it still falls
far short of addressing the gap in provid-
ing 21st century services for First Nations
schools. The newly elected Liberal govern-

ment has committed to “eliminate the ex-
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isting funding gap in First Nations educa-
tion and ensure every First Nation child
receives a higher quality education.” This
commitment includes an immediate new in-
vestment of $515 million/year in K-12 educa-
tion, rising to $750 million/year by 2019/20.

The federal government has also commit-
ted a further $500 million over three years
to build and refurbish First Nations schools.
First Nations are seeking clarity on the im-
mediate provision of this equitable funding
commitment, and for Canada to engage in
an honourable process to develop and im-
plement a path forward for the success of
First Nations children.

Despite the fact that the majority of
First Nations youth aspire to complete a
post-secondary education degree, there re-
main persistent barriers — primarily lack of
funding — to reaching this goal. The federal
government’s Post-Secondary Student Sup-
port Program (PSSSP) remains the primary
funding vehicle. In 2008, PSSSP supported
an estimated 22,303 students at a total of
$300 million. Analysis done by the Assem-
bly of First Nations indicated that, in ac-
tual fact, the PSSSP required an addition-
al $147 million in 2008 to support the real
costs for those same students, plus an addi-
tional $277 million to support First Nations
people who have the qualifications and are
ready to enrol in post-secondary education
(see the Post-Secondary Education chapter
for more details).* The newly elected Liber-
al government has committed an additional
$50 million/year to the program.

With the recent release of the historic
Truth and Reconciliation Commission’s re-
port, Canadians are coming to understand the
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traumatic impacts of the residential school
system; a system that disconnected Aborig-
inal children from their languages, cultures,
and traditions. One lasting effect is the de-
cline and expected loss of more than 50 In-
digenous languages in Canada, where cur-
rently only three Indigenous languages are
thriving: Cree, Ojibway. and Inuktitut. Much
research has documented that direct bilin-
gual or immersion language programming
in schools would have an immediate, posi-
tive impact on educational outcomes. The
federal government has committed funding
to help Indigenous communities promote
and preserve Indigenous languages and
cultures across Canada. This funding would
support First Nations communities in their
efforts to promote and revitalize their lan-
guages, as well as for First Nations schools
to offer immersion and bilingual program-
ming for their students.

In 2012, the federal government began re-
ducing the capacity of First Nations region-
al organizations and tribal councils across
Canada by significantly cutting their core,
operational funding. The initial indication
was that all national and regional Indigen-
ous organizations would have their funding
reduced by 10%. In actual fact, by 2015, First
Nations organizations had lost 65% of their
operational budgets, on average. Some or-
ganizations saw their funding cut by up to
91%." The AFB will restore funding to First
Nations representative organizations at all
levels — national, provincial/territorial, and
tribal councils.



AFB Actions
The AFB will do the following:

e lift the 2% cap on First Nations essen-
tial services providing an immediate in-
vestment of $160 million a year to bridge
the funding gap;

e implement stable, equitable, and long-
term funding transfer mechanisms for
all First Nations programs and services,
reflecting the real costs of delivering ser-
vices, and honouring the original na-

tion-to-nation relationship;

¢ advance treaty implementation in ac-
cordance with the spirit and intent of
the agreements;

establish fully collaborative environment-
al regimes, which respect First Nations
as full partners, with enhanced mechan-
isms to ensure free, prior, and informed
consent per the UN Declaration on the
Rights of Indigenous Peoples and other
international and domestic human rights
and environmental rights standards;

e invest $470 million/year for the next 10
years in First Nations water treatment
systems;

invest $1 billion/year for the next 10 years
to address the housing crisis in First Na-
tions communities;

launch an honourable joint process to
close the education gap through First
Nations control of First Nations educa-
tion, including immediate and continu-
ing investments in classroom funding
to catch up from years of underfunding
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and neglect, and a guaranteed annual
escalator to ensure equitable funding.
Funding would start at $465 million and
would ramp up to $844 million by 2019;

make new investments in regional edu-
cation organizations, systems develop-
ment, new school construction, oper-

ations and maintenance;

eliminate the backlog in the Post-Second-
ary Student Support Program (PSSSP)
with $460 million allowing all eligible
First Nations students to attend post sec-
ondary education and not have high tu-

ition costs be an impediment;

engage in a collaborative process to de-
velop a national action plan to address
the root causes of violence experienced
by First Nations women and girls;

invest $1.3 billion over five years in the
NIHB program and implement a compre-
hensive approach to mental health and
addictions programming; continue to
invest $120 million a year in “upstream
Aboriginal health programs”;

provide new investments of $500 mil-
lion/year for First Nations skills train-
ing and employment;

double the current investment in emer-
gency on-reserve shelters to $60 million;

invest $50 million a year in First Nations
justice systems and community-based
justice programming; and

invest in stable, predictable, sustain-
able, and culturally appropriate First
Nations policing services.

69



70

Notes

1 National Household Survey 2011. Ottawa: Statistics
Canada. 2008. First Nations and Inuit Health: Drink-
ing Water and Waste Water. Health Canada. Online:
http://www.hc-sc.gc.ca/fniah-spnia/promotion/public-
publique/water-eau-eng.php#s2d

2 No More Stolen Sisters. Ottawa: Amnesty International.
2009; What Their Stories Tell Us: Research Findings From
The Sisters In Spirit Initiative. Ottawa: Native Women’s
Association of Canada. 2010.

3 Assembly of First Nations (Unpublished). Analysis of
Investments required to lift the 2% cap.

4 First Nations and Inuit Health: Drinking Water and
Waste Water. Health Canada. http://www.hc-sc.gc.ca/
fniah-spnia/promotion/public-publique/water-eau-
eng.php#sad

5 Evaluation Performance Measurement and Review
Branch Audit and Evaluation Sector (2011). Evaluation
of INAC’s On-Reserve Housing Support. Ottawa: Aborig-
inal Affairs and Northern Development Canada.

Canadian Centre for Policy Alternatives

6 Sinha, Maire (2013). Measuring Violence Against Women:
Statistical Trends, 2011. Ottawa: Statistics Canada.

7 No More Stolen Sisters. Ottawa: Amnesty Internation-
al. 2009.

8 Missing and Murdered Aboriginal Women: A National
Operational Overview. (2014) Ottawa: Royal Canadian
Mounted Police.

9 Sharpe, Andrew et al. (2009). The Effect of Increasing
Aboriginal Educational Attainment on the Labour Force,
Output and the Fiscal Balance. Ottawa: Centre for the
Study of Living Standards. p. vii.

10 Assembly of First Nations (2013). Fact Sheet: First
Nations Post-Secondary Education. http://www.afn.ca/
uploads/files/pse-fact-sheet.pdf

11 Assembly of First Nations (2015). AANDC cuts to First
Nation organizations and Tribal Councils — UPDATED 2015.
http://www.afn.ca/uploads/files/usb2013/aandc-cuts.pdf


http://www.afn.ca/uploads/files/pse-fact-sheet.pdf
http://www.afn.ca/uploads/files/pse-fact-sheet.pdf
http://www.afn.ca/uploads/files/usb2013/aandc-cuts.pdf

Gender Equality

Background

There are 8.5 million more women in the
Canadian workforce than there were just
20 years ago.! The majority (73%) of em-
ployed women work full-time.? The growth
in women’s levels of employment and in-
come has meant that family incomes have
been able to keep pace with increases in the
cost of living and consumer spending has
continued to increase. It has also guaran-
teed an expanding tax base for governments.

In spite of these measurable contribu-
tions to well-being, women in Canada still
face significant shortfalls in their access to
the economic, social and political goods their
society has to offer. Those gaps widen fur-
ther for Aboriginal and racialized women,
women with disabilities, transgender people,
and women living in remote and Northern
communities.

Current Issues
Economic policies

Men and women are still paid different wages
for the same work, regardless of education,
age, hours or occupation —and the pay gap
is growing. Women with university degrees
earn 17% less than men with university de-
grees (for full-time work).3 The less educa-

tion men and women have, the larger the
gap in their pay, with the least-educated
women in Canada earning 29% less than
their male peers for full-time work.#

Women who have children see an addi-
tional decline in their earnings that extends
well beyond any period of parental leave. The
“motherhood penalty” means that women in
Canada will see an estimated 8% decrease
in their earnings, even when differences in
age, education, and employment level are
accounted for.>

More significantly, progress on nar-
rowing the wage gap has slowed and even
reversed in a number of occupations. Across
the fifteen occupational categories tracked
by Statistics Canada’s Labour Force Survey,
the gender wage gap for full-time workers
has actually grown in seven categories in
the past year.®

The combination of lower earnings, lower
levels of employment, and a higher burden
of unpaid care work means that women are
consistently more likely to live in poverty
than are men in Canada. That difference is
amplified for a number of groups of women.

More than one in three (37%) of single
mothers live in poverty.” Poverty rates are
also significant for two-parent families rely-
ing on a single income; 22% of these fam-
ilies live below the poverty line.®
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FIGURE 9 Median Incomes by Education and Sex, Ages 25-54
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Women with disabilities are more likely
to live in poverty than women without dis-
abilities, and they are more likely to live in
poverty than men with disabilities.?

Older women are far more likely to live
in poverty than are older men, with 14% of
women over age 65 living below the poverty
line, compared to 9% of men.!° That num-
ber rises to 32% for single women over the
age of 65, a demographic that is likely to in-
crease as the baby boom generation ages,
given that women have longer life-expect-
ancies than men."

Increased levels of education and train-
ing are not sufficient to close the gender
gaps in income and employment. Women
now outnumber men among university
graduates, yet those graduates continue to
see gaps in their earnings. The share of Ab-
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Apprenticeship
or Trade Diploma

College
or CEGEP Degree

original women attaining university degrees
has risen steeply over the past decade, yet
an Aboriginal person with a university de-
gree working in the private sector can ex-
pect to make only $1,000 more per year than
they would with only a high school degree.?

Aboriginal, racialized and immigrant
women all face larger than average employ-
ment gaps. Immigrant women have high-
er levels of education than non-immigrant
women, but they have lower levels of em-
ployment. Rates of poverty are also higher
among these groups, with 30% of adult Ab-
original women, 21% of racialized women,
and 19% of immigrant women living below
the Low Income Measure.?

The persistence of these gaps in wages
and employment can be attributed partly to
the fact that men and women tend to work

University Degree
(BA and Above)



FIGURE 10 Percentage of People Living Below the Low Income Measure (After Tax)
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in different occupations, and that predomin-
antly female occupations pay less well on
the whole than do predominantly male occu-
pations. However, concerted efforts to train
women to work in fields that are predomin-
antly male have not resulted in a significant
increase in the share of women working in
those fields. For example, although the fed-
eral government has invested $4.5 million
over the past five years in programs to in-
crease women’s participation in the mining,
oil and gas sector, the share of women work-
ing in that sector has remained stagnant at
19%.% The wage gap in the oil and gas sec-
tor remains one of the largest of any occu-
pation, with women earning 64% of what
their male peers earn (for full-time work)."

Increasing the representation of women
in predominantly male employment sec-
tors may pay off for women and their com-
munities in the longer term, but the rate of
change is slow. Further, the recent downturn
in the oil sector demonstrates the need for a
more diverse job creation strategy. Families
hit hard by the downturn in a predominant-
ly male sector will be more resilient if they
include women who have jobs in other sec-
tors. This all argues strongly in favour of in-
vesting in job growth in the sectors where
women are employed (education, health and
social services) to compliment the current
focus on creating jobs through infrastruc-
ture investments.

The persistence of the wage gap and the
recent widening of that gap in several oc-
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FIGURE 11 Women’s Full-Time Wages As a Share of Men’s Wages
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cupational sectors both suggest the need
to implement pro-active policies to address
that gap. For example, policies on tracking
wage differences, making wage informa-
tion public, and supporting wage-setting
mechanisms — particularly those afforded
by collective bargaining.® The difference
in public- and private-sector wages in Can-
ada demonstrates the impact of transpar-
ency, tracking, and unionization —both in
addressing the gender wage gap and in nar-
rowing the wage gap experienced by racial-
ized and Aboriginal workers.

Wage and employment gaps also come
from the double burden of unpaid care per-
formed by women. Women in Canada con-
tinue to add nearly four hours per day of
home and child care work to their hours
of paid work, compared to just over two
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hours for men." This double burden of un-
paid work has been exacerbated by recent
austerity measures that cut care services,
doubly disadvantaging women (who make
up the majority of workers in those occupa-
tions) and leaving women to take up addi-
tional hours of unpaid care work.

Any solution to narrowing gaps in pay
and employment must ensure that women
and their families have access to affordable
and available child care. A third of all women
working part time on an involuntary basis
do so because they lack access to affordable
child care.”® Parental leave that fits the par-
ent is another important lever in ensuring
greater economic stability for women and
their families.” The introduction of a sup-
plementary parental leave specifically for
fathers in Quebec in 2005 has resulted in



over 75% of men in Quebec taking parental
leave, compared to 25% of men in the rest
of Canada.? The rebalancing of child care
work in the home has the potential to cre-
ate a permanent shift in the distribution of
unpaid care work. It also has the potential
to make employers value care work — poten-
tially raising wages for child care and home
care workers, who remain among Canada’s
lowest paid workers.*

Status of Women, the federal department
currently tasked with ensuring gender-based
analysis occurs across all government de-
partments and agencies lacks the human, fi-
nancial and political resources to adequate-
ly meet this goal, as noted by the Auditor
General in 2009. Status of Women’s an-
nual budget for supporting this work is be-
tween $2 million and $2.5 million.> Without
high-level political support from within the
government’s central agencies, there is no
guarantee that policies will be shaped by an
analysis of their equal (or unequal) impact
on men and women. High-level leadership,
greater resources, and monitoring are all ne-
cessary to ensure that the federal govern-
ment is making informed decisions about
how its policies affect the lives of men and
women in Canada.

Social policies

Women in Canada continue to face gender-
specific challenges to their safety and well-
being. Rates of violence against women have
remained largely unchanged over the past
two decades. A million women report having
experienced sexual or domestic violence in
the past five years. On any given day, more

than 4,000 women and over 2,000 children
will reside in a domestic violence shelter.?
More than 500 women and children are
turned away from shelters on a typical day,
primarily because of overcrowding.?® These
facts signal the persistence of the problem,
the inadequacy of the justice system’s re-
sponse alone, and a failure to provide basic
supports for survivors of violence.

Rates of gender-based violence are sig-
nificantly higher for Aboriginal women and
girls. Aboriginal women in Canada experi-
ence three times the level of violent victim-
ization of non-Aboriginal women.? Young
Aboriginal women make up 63% of those
who report experiencing violent victimiz-
ation.”® Between 2005 and 2010, the Native
Women’s Association of Canada’s (NWAC)
Sisters in Spirit project documented the mur-
ders and disappearances of 582 Aboriginal
women and girls over 20 years.”? In 2014,
the RCMP documented 1,181 murders and
disappearances of Aboriginal women and
girls between 1980 and 2012.3° This is an en-
demic problem that has received internation-
al attention and condemnation, including
most recently by the United Nation’s Com-
mittee on the Elimination of All Forms of
Discrimination Against Women, which con-
ducted an inquiry into the issue.>*

Existing federal policy on violence against
women is largely gender-neutral despite
a surfeit of evidence showing the need to
address these forms of violence as gender-
based.> One of the few federal mechanisms
for addressing violence against women spe-
cifically is the grant program administered
by the federal Status of Women depart-
ment. Status of Women disperses rough-
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ly $15 million/year in grants and contribu-
tions to non-profit organizations to deliver
a variety of services ranging from shelters
to public education.?® But the estimated ac-
tual cost of violence against women in Can-
ada is much higher, at $12.2 billion.>

The current government has commit-
ted to putting in place a much-needed na-
tional strategy to address violence against
women. A broad coalition of women’s or-
ganizations, service providers, and research-
ers have produced a Blueprint for a Nation-
al Action Plan on Violence Against Women,
based on the best available research, the ex-
perience of service organizations, survivors,
and experiences in other countries.* For it
to be effective, the federal government must
ensure the plan addresses both prevention
and response. It must adequately fund the
collection of data on rates of violence at
the provincial and municipal level (this is
not currently being done) in order to assess
the success and failure of current programs
and policies across different jurisdictions.

The government is also moving to form
an inquiry into missing and murdered Ab-
original women and girls. This will not be
the first inquiry of its kind. It must there-
fore learn from the mistakes of past inquir-
ies — ensuring that Aboriginal families and
communities are supported both socially
and financially so that they can meaning-
fully participate and, indeed, lead the quest
to find justice and put an end to the violence
experienced by Aboriginal women and girls.

The current government’s decision to
form a federal cabinet made up of equal
numbers of men and women is an import-
ant symbolic step. But it must be matched
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by substantive and concrete political, hu-
man, and financial resources if we are to
see real progress in ensuring that men and

women in Canada live equal lives.

AFB Actions
The AFB will do the following:

e Invest in a National Action Plan to Ad-
dress Violence Against Women based
on the Blueprint for a National Action
Plan (cost: $500 million annually).3¢
Components of the plan will include
the following:

e annual, detailed national surveys
on violence against women;

e support for an office to provide fed-
eral coordination;

¢ increased funding for prevention

programs;

¢ increased funding for victims’ servi-

ces, including long-term housing; and

e funding to support uniform access
to services.

Result: levels of violence experienced by
women will begin to decline and survivors
of violence will receive adequate support.

¢ 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). Result: Federal
policies will benefit women and men
more equally; decisions about funding



for women’s services will be based on re-
search; the organizations that respond
to the needs of women on a daily basis
will be empowered to share their insights
into what programs and policies work.

Implement a clear mechanism to ensure
equal pay for work of equal value by re-
pealing the Public Service Equitable Com-
pensation Act, establishing proactive pay
equity legislation, and implementing the
recommendations of the 2004 Pay Equity
Task Force (cost: $10 million annually).
Result: The gender wage gap will nar-
row, increasing women’s economic se-
curity and in turn increasing economic
activity as a result of those higher wages.

Implement a job growth policy that tar-
gets both male-dominated and female-
dominated job sectors. This will mean
investments in education, health, and
social services in keeping with invest-
ments in large physical infrastructure
projects. Result: a more balanced strat-
egy that ensures families and commun-
ities are less vulnerable to sectoral down-
turns; increased economic security for
women, including those most vulner-
able to poverty.

Ensure that family policies address the
unequal burden of unpaid care work
performed by women. First by making
child care outside the home more readi-
ly affordable and available, and second
by instituting a supplementary pater-
nity leave allowance for fathers on the
same terms as the Quebec Parental In-
surance Program. Result: More equal lev-

els of unpaid work will enable women
to access full-time work more easily and
reduce their overconcentration in low-

paying shift work.
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Health Care

Background

The health policy commitments of the new
federal government include promises to re-
negotiate the Health Accord, and to increase
access to home care, mental health servi-
ces, and prescription drugs.* Health sector
activists greeted these proposals with relief,
but they do not go far enough to fix and im-
prove Canada’s public health care system,
which will require the new government to
address growing inequalities across society.

Increasing income inequality along with
government cuts to income support programs
is strongly associated with poor health. To-
day, Canadians are less equal than at any
other time in the country’s history, with the
richest 1% receiving 12% of all taxable in-
come compared to 7% in the 1980s.3 Canada’s
universal health care system has mitigated
income-related disparities in access to hos-
pital and physician care, but other health
care services are becoming inaccessible to
a growing number of Canadians.

The Harper government’s cuts to federal
health transfers and its changes to the equal-
ization formula, combined with provincial
actions in support of privatization, threaten
the health care achievements of the post-war
period.* Federal policies introduced during
the previous 15 years are also frustrating ef-
forts to move medicare beyond the narrow

scope of doctors and hospitals, an object-
ive that has been on the public agenda since
Saskatchewan introduced North America’s
first system of universal health care.

While Canadians have maintained a
firm commitment to universal medicare,
there has been a significant rise of corpor-
ate involvement in health service delivery.s
Hospitals have outsourced maintenance,
laundry, food, and other services to multi-
national companies such as Sodexo, Com-
pass, and Aramark, with a consequent de-
cline in workers’ wages, working conditions,
and morale.® Provincial and regional health
authorities are using competitive tenders to
outsource a range of services from home
care to outpatient surgeries.

Over the last 30 years, there has been a
significant increase in the role played by the
insurance industry, which finances 41.3%
of private health expenditures today com-
pared to 29.2% in 1988.7 Per capita out-of-
pocket spending has also increased — from
$277 in 1988 to $844 in 2014.8 There is evi-
dence of growing gaps in how Canadians
use private health services based on ability
to pay.® Quebec’s move to allow physicians
to extra-bill for some services will increase
private spending among those who can af-
ford to pay the fees, while erecting barriers
for those who cannot.®
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These barriers to accessing some health
services coexist today with stagnant job cre-
ation and an employment rate that is still
below pre-recession levels.* Almost one in
seven people in Canada lives in poverty,
with women and racialized families dispro-
portionately affected.” Access to nutritious
diets, a healthy environment, higher educa-
tion, social inclusion, stable employment,
and adequate, affordable housing —all de-
terminants of health —is declining for many
people. The health care system cannot ad-
dress the root causes of poor health, lead-
ing many experts to call for an integrated
policy response across all sectors that would
address social determinants of health and
support increased health equity across the
population.B

Supporters of health care privatization
claim public health expenditures threaten
to consume an ever-growing share of prov-
incial budgets.* But shrinking provincial
revenues are boosting health care’s share
of budgets. In fact, while public health ex-
penditures increased by 2.4% and 2.0% in
2013 and 2014, private spending went up
2.5% and 2.6%." Since the Canada Health Act
was enacted, the portion of health services it
covers has actually shrunk, in part because
hospital services have moved into the com-
munity and the home. The amount spent on
services covered by the Canada Health Act
(hospitals and doctors) has declined from
57% of total health expenditures in 1984 to
only 41.2% today.* Another 26% of public
spending is for private goods and services
outside the “medicare basket,” including
psychological and mental health services,
prescription drugs, home and long-term
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care, and services such as physiotherapy
that are provided in the community.

Two trade agreements threaten to in-
crease Canada’s annual expenditures for
prescription drugs and undermine efforts to
establish a national strategy to increase ac-
cess to needed medicines. The Comprehen-
sive Economic and Trade Agreement (CETA)
between Canada and the European Union
would, if ratified, extend patents on brand
name drugs by up to two years, adding be-
tween $850 million and $1.65 billion annu-
ally to our drug bill (see the AFB Trade chap-
ter).”” The Trans-Pacific Partnership (TPP)
threatens Canada’s ability to contain costs
through bulk purchasing and reference-
based pricing. The deal would also lock in
long terms of data exclusivity on new bio-
logic drugs, delaying competition from gen-
eric drug-makers. Both the TPP and CETA
offer U.S. and European companies a power-
ful extra-legal venue (investor—state arbi-
tration) to sue governments for measures,
like the invalidation of a patent (on lack of
proven utility) or the introduction of pub-
lic pharmacare, that threaten their profits.
Worryingly, the TPP contains language that
could prevent Canadian governments from
protecting confidential health information.*®

Canada would be much better off with
a single public system that manages drug
costs through four levers: universal public
insurance, a national formulary of essential
drugs, independent evidence-based drug
evaluation, and bulk purchasing.® A na-
tional pharmaceutical strategy could save
more than $10.7 billion in annual costs for
prescription medicines —an estimated 43%
of Canada’s $25.1-billion drug bill.>



Current Issues

In 2012, the federal government unveiled a
new unilateral funding formula that prom-
ised to significantly reduce the federal share
of health expenditures from 20.4% to 18.6%
over the following 25 years.? The Canadian
Federation of Nurses’ Unions estimated
these revisions to the escalator and funding
formula would reduce federal transfers by
$43.5 billion over the first eight years alone.?

The new Liberal government has vowed
to renew the 10-year (2004-14) Health Ac-
cord and allocate $3 billion over the next
four years to home care. The government
should also scrap the 2012 funding formu-
la, develop a strategy to establish national
pharmacare and long-term care programs,
and integrate Canada’s mental health and
home care infrastructure into the primary
health care setting.

The AFB provides an alternative vision
for health care with a strategy to increase
the federal share of total health expendi-
tures and expand the portion of services
covered by the Canada Health Act. An inte-
grated health system backed by proactive
federal leadership is key to supporting such
a strategy.

Such efforts confront a number of chal-
lenges, including an increase in private de-
livery and funding that leads to fragmen-
tation, the reliance on lower wages and
salaries for non-physicians employed in the
community, and hospitals with occupancy
levels above 85%.2 Medicare must expand
its lense if we are to successfully address
these challenges.

Expanding medicare

Many provinces hope to save money by
transferring services out of the publicly
funded, highly unionized hospital sector
to unorganized, privately funded for-profit
providers. These strategies are undermining
public access to community-based venues
that are known to reduce reliance on emer-
gency rooms, the most expensive part of the
health care system.

Corporations are targeting health servi-
ces; in many provinces they are being en-
couraged by government to invest in surgical
services, long-term care, mental health, re-
habilitation, and home care. Between 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.* We need strategies that
will reduce private expenditures —both out-
of-pocket spending and through private in-
surance —and increase the public portion
of overall health costs.

For years we have underinvested in meas-
ures that can prevent or manage ill health,
including mental health services, home
care, dental care, and other areas. These
measures can improve health and reduce
costs in the current fiscal year, but the real
return on investment comes further down
the road. Savings and improved outcomes
can also be achieved by better managing
what we spend. Pharmacare is one such ex-
ample: the development of a national formu-
lary for a core set of commonly prescribed
drugs, and single-desk bulk purchasing of
those pharmaceuticals, could shave up to
42% off total drug expenditures.®
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Effective allocation of resources with-
in the public system, a decrease in private
spending, and better management of phar-
maceuticals can help contain the biggest
cost drivers of healthcare —but only if we
pursue these policies at the national level.

AFB Actions

This year’s AFB will allocate funding to sup-
port the integration of long-term care, home
care, and pharmacare into Canada’s pub-
licly funded health care system. The Can-
ada Health Act will be amended to ensure
it covers these services. Health Canada will
be expanded to reinforce the CHA division
responsible for monitoring provincial com-
pliance with the criteria of the CHA.

Long-term care

Total expenditures in long-term care reached
$20 billion in 2010, split among federal and
provincial/territorial governments and out-
of-pocket payers. At the same time, an esti-
mated 7% of acute care beds (7,550) are oc-
cupied by patients awaiting rehabilitation
or placement in a long-term care facility, at
an annual cost of $2.3 billion.*

The AFB will invest $2.3 billion in long-
term and residential care to enable hospi-
tals to move Alternate Level of Care (ALC)
patients currently in acute care beds to a
more appropriate setting. This will free up
hospital resources to reduce unacceptably
high occupancy rates and long wait times,
and support the establishment of outpatient
rehabilitation clinics. The AFB will also in-
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vest $3.2 billion to reduce health care user
charges (applied to residents of long-term
care facilities) by 50%.%

Home care

There are large gaps in the available data on
Canada’s community, home care, and sup-
port sectors. To assist in identifying funding
priorities and allocations, the AFB directs
Statistics Canada to work with the prov-
inces to develop a standard format for an-
nual reports on volume, rates of usage, and
expenditures by service type in residential
care services, home support, home care,
community rehabilitation, and integrated
and geriatric specialty services. These re-
ports will cover services provided in every
home and community program.?

The Conference Board of Canada esti-
mated in 2010 that combined public and pri-
vate spending on home care, home support,
and community care services had reached
up to $10.5 billion, including almost $4 bil-
lion on home care and $3.2 billion for home
support. Private spending represented be-
tween 22% and 27% of total funding.

Home care is also a gendered issue: a
large percentage of the people providing
home care/support are underpaid female
workers.? However, unpaid family care-
givers provide the majority of services in
this sector, with an estimated value in 2009
of more than $26 billion annually.>° Provin-
cial support for family caregivers is patchy
at best. In addition, approximately 260,000
volunteers provide up to 18.5 million hours
of labour across the country.



There is currently no federal/provincial
fiscal arrangement on home care. The AFB
will amend the Canada Health Act to include
both home care and long-term care. Prov-
inces that participate in a national home
care program will see federal contributions
of up to 40% to jurisdictions in compliance
with the Canada Health Act. The AFB would
make the federal contribution to home care
$1.2 billion a year.

In 2004, Ottawa designated $1 billion
for a federal compassionate leave program
to provide employment insurance benefits
to people who take time off work to care
for ill family members. This does not go far
enough, since many caregivers are retired
from the workforce. The AFB will allocate
$1.8 billion over five years to support those
who are eligible for Old Age Security bene-
fits and in need of respite care.

An additional $2.5 billion will be allocat-
ed over 10 years for a basket of health and
social care services delivered though com-
munity health centres and other venues
staffed by inter-professional teams dedicat-
ed to supporting people with serious men-
tal illness.

National pharmacare

The AFB will initiate a national pharmacare
program to replace private spending on pre-
scription drugs and, with reference-based
pricing, significantly reduce public expendi-
tures. To the extent that such measures run
foul of trade and investment agreements, in-
cluding the TPP and CETA, the agreements
will be amended or renegotiated to accom-
modate the new government programs.
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The AFB will allocate $2 billion plus 10%
of private expenditures on prescription drugs
($1.39 billion) in 2016-17 toward a nation-
al pharmacare plan for a total expenditure
of $3.39 billion. In 2017-18, the AFB will in-
crease the allocation by 13% for a total ex-
penditure of $3.83 billion. In 2018-19, this
amount will increase by 20% to $4.59 bil-
lion. Future savings will offset the program’s
startup costs.*
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Housing and Neighbourhoods

Background

Millions of Canadians are precariously housed
and more than 235,000 experience home-
lessness annually.' There are many dimen-
sions of housing need in Canada, includ-
ing the following:

¢ unaffordable housing — 3.3 million
households (25.2% of households) spend
30% or more on shelter;?

¢ substandard housing — 982,200 house-
holds (7.4% of all households) report
their dwelling needs major repairs;3and

¢ overcrowded housing — 794,000 house-
holds (6% of all households) report hav-
ing more residents than the number al-
lowed under the National Occupancy
Standard.*

Canada’s Aboriginal population (First
Nations, Métis, and Inuit) faces a heavier
burden of housing insecurity and homeless-
ness than the non-Aboriginal population.
For example, 29% of First Nations house-
holds live in housing that requires major re-
pairs —more than four times the rate of the
non-Aboriginal population, as noted above.>

There are no reliable national numbers on
the size of waiting lists for affordable hous-
ing, but the Ontario Non-Profit Housing As-
sociation reported that 168,711 households

were on active waiting lists in that province
in 2015.° Waiting lists for supportive hous-
ing for people with special needs are also
reported to be long.

Housing is one of the most important
determinants of health for individuals and
for the population health of communities.”
It is also important for the health of the
economy. The federal government has es-
timated that the dollar impact of its hous-
ing investment measures is 1.5, one of the
highest multipliers of all fiscal measures:
for every dollar spent on housing, the econ-
omy grows by $1.50.

About two-thirds of Canadians live in
ownership housing (69% in 2011°). There
is a clear income split between ownership
and non-ownership housing (rented or so-
cial housing). Owner households reported
real median incomes of $83,500 in 2013,
while renter households reported less than
half that, at $39,200.%°

Inequality in household incomes leaves
a much higher proportion of renter house-
holds in “core housing need,” the federal
government’s composite indicator for those
living in the most insecure and inadequate
housing: 12.5% of all Canadian households
are in core housing need, but 26.4% of rent-
er households are housing insecure, com-
pared to 6.5% of owner households."
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Much of national and sub-national hous-
ing policy is focused on the ownership mar-
ket, covering areas like interest rates, supply,
and first-time ownership. But most housing
needs are in the non-ownership sectors, in-
cluding Canada’s aging affordable rental and
social housing stock, as well as the growing
need for new affordable and social housing
supply in most parts of the country.

Canada’s private rental housing market
provides a home to most low- and moder-
ate-income households. The latest Canada
Mortgage and Housing Corporation rental
market survey shows that the national rental
vacancy rate remains below the 3% thresh-
old that is considered the minimum for a
healthy rental market.”? Painfully low rent-
al vacancy rates in major cities like Toron-
to and Vancouver leave low-income house-
holds without healthy options.®

Rents have increased well above the rate
of inflation over the past two years, even as
household incomes have stagnated — leav-
ing a growing number of households priced
out of rental housing. One clear indicator of
housing insecurity are the long and grow-
ing lines at food banks across the country
as people find they cannot properly nour-
ish themselves after they have paid the rent.

It was a Canadian, John Peters Hum-
phreys, who helped to draft the Universal
Declaration of Human Rights in the mid-
1940s that first set out the right to housing.
Canada has signed on to numerous inter-
national treaties, covenants, and other legal
instruments recognizing the right to hous-
ing. Canada’s Leilani Farha is the leading
international expert on housing and the
UN’s special rapporteur on the right to ad-
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equate housing. Despite this rich tradition,
Canada’s domestic housing policies, fund-
ing, and practice are not based in a rights-
based approach. Canada has been frequently
criticized by international panels for failing
in its housing-rights obligations.

Some provinces and municipalities have
started to take on a rights-based approach
to housing, including the Ontario Human
Rights Commission,* and this has led to
important advances.

Current Issues

Housing issues and policies were promin-
ent in Canada’s 2015 federal election, after
a concerted campaign by municipal leaders
and housing advocates to place housing on
the election agenda. Three national parties
made substantial commitments to hous-
ing, including the Liberal party, which was
elected to a majority government. Most sig-
nificantly, as the Advocacy Centre for Ten-
ants Ontario reported in their housing re-
port card, the Liberals, New Democrats and
Greens all agreed to recognize and commit
to housing as a human right, and to adopt
a national housing strategy.’

The Liberals made several significant
election promises about housing:*

e to renew federal leadership in housing,
starting with a new, 10-year investment
in social infrastructure;

e to prioritize investments in affordable
housing and seniors’ facilities, build
more new housing units and refurbish

old ones, support municipalities to main-



tain rent-geared-to-income subsidies
in co-ops, and give communities the
money they need for Housing First in-
itiatives that help homeless Canadians
find stable housing;

to encourage the construction of new
rental housing by removing all GST on
new capital investments in affordable
rental housing, providing $125 million
per year in tax incentives to grow and
renovate the supply of rental housing
across Canada;

to modernize the existing Home Buy-
ers’ Plan to allow Canadians impacted
by sudden and significant life changes
to buy a house without tax penalty, eas-
ing the burden on people facing job re-
location, the death of a spouse, marital
breakdown, or a decision to accommo-
date an elderly family member;

to direct the Canada Mortgage and Hous-
ing Corporation and the new Canada
Infrastructure Bank to provide financing
supporting the construction of new, af-
fordable rental housing for middle- and
low-income Canadians;

to conduct an inventory of all available
federal lands and buildings that could
be repurposed, and make some of them
available at low cost for affordable hous-
ing in communities where there is a

pressing need; and

to review escalating home prices in high-
priced markets like Toronto and Van-
couver, and consider all policy tools

that could keep home ownership with-
in reach for more people.

The specifics of these promises have not
yet been made clear, but the housing por-
tion of infrastructure spending could easi-
ly amount to several hundred million dol-
lars per year, which would be significantly
more than the amount of funding offered
by the previous government.

The previous federal government had
set in place multi-year funding for several
housing programs. The government agreed
to pay $119 million/year to the Homelessness
Partnering Strategy from 2014—19 and also
committed $1.25 billion in total for a five-
year extension of the Investment in Afford-
able Housing Program. The federal govern-
ment provided some funding for on-reserve
housing through the Department of Aborig-
inal Affairs and Northern Development. In
2013, the federal government committed to
spend $100 million in one year to increase
the housing stock in Nunavut. However, a
major challenge in tracking federal housing
promises is to ensure that the money has ac-
tually gone to new, truly affordable homes
as it passed through federal and provincial/
territorial coffers.

The major federal housing programs
under the previous government are set to
expire in early 2019. Canada Mortgage and
Housing Corporation reports that federal
housing program expenses will fall to $1.9
billion by 2018 under current projections —a
reduction of 36% from 2010 levels.” The
reduction in housing investments as the
federal government winds down its com-

mitment to existing social and affordable
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housing means that the estimated number
of households receiving assistance under
federal programs will decline rapidly, from
613,500 in 2010 to an estimated 452,300 in
2018. This is a loss of 161,200 homes (a re-
duction of 26% in federally funded, afford-
able housing stock) at a time when serious
housing needs persist across the country.

The Liberal party’s commitment (along
with most other national political parties)
to a rights-based approach to housing is a
critically important component of building a
new national housing plan for Canada. Our
last national housing plan, which helped to
fund more than 600,000 affordable homes
across the country over two decades start-
ing in 1973, was defunded and then dis-
mantled in the 1990s. A rights-based hous-
ing plan recognizes that there are diverse
housing needs across the country, and that
governments, non-government organiza-
tions, and the private sector have a respon-
sibility to effectively collaborate to respond
to those needs. This approach also brings
people who have direct experience with
housing needs to the centre of the debate,
where they belong.

AFB Actions

The upcoming federal budget can deliver
the down payment on a long overdue na-
tional housing plan by making a substan-
tial, immediate, and long-term financial
commitment. Predictable funding over the
next decade will allow housing developers
to properly plan and deliver the homes that
Canadians need.

Canadian Centre for Policy Alternatives

The AFB will do the following:

e Stop the sharp decline in overall federal
housing investments — Any funding that
becomes available as the federal govern-
ment completes long-term housing agree-
ments with affordable housing develop-
ers will be re-invested in social housing
to ensure that existing housing remains
truly affordable over the long term. This
issue has been noted by a range of na-
tional organizations, from the Canadian
Housing and Renewal Association and
the Co-operative Housing Federation of
Canada to the Federation of Canadian
Municipalities. At the provincial level,
the ongoing federal step-out of its af-
fordable housing obligations has been
cited by the Ontario’s Auditor General as
a major threat to housing in that prov-
ince. Maintaining federal investments
in existing social housing (including co-
op and non-profit housing) will not only
preserve the current stock and prevent
the loss of the 161,200 homes slated for
termination in the coming years, it will
also allow housing managers to tackle
necessary capital repair issues in aging
housing stock. Cost: $300 mil and rising

Increase the federal investment in afford-
able and social housing and related pro-
grams by $1.7 billion annually — $1.5 bil-
lion of that total will be spent on new
social housing. An additional $210 mil-
lion/year investment will ensure that
federal spending to prevent and end
homelessness reaches more appropri-
ate levels. It will mean that direct feder-

al investment in new social and afford-



able housing — the foundation of a long
overdue national housing plan —is also
increased to adequate levels.

Notes

1 Gaetz, Stephen et al (2014). State of Homelessness in
Canada 2014. The Homeless Hub Press.

2 National Household Survey 2011. Ottawa: Statistics
Canada.

3 Ibid.
4 Ibid.

5 Aboriginal Statistics at a Glance 2006, Ottawa, Sta-
tistics Canada.

6 Waiting List Survey 2015: ONPHA’S Report On Waiting
Lists Statistics For Ontario. Toronto: Ontario Non Profit
Housing Association.

7 Mahamoud, Aziza et al (2012). Housing and Health:
Examining the Links. Toronto: Wellesley Institute.

8 “Job Impact of the Economic Action Plan.” in Can-
ada’s Economic Action Plan: A Seventh Report To Can-
adians. Ottawa: Department of Finance.

9 Ownership Rates, Canada (2011). Canada Mortgage
and Housing Corporation.

10 Real Median Total Housing Income (2013). Canada
Mortgage and Housing Corporation.

11 Characteristics of Households in Core Housing Need,
Canada, 2011. Canada Mortgage and Housing Corporation.

12 Rental Market Report: Canada Highlights (Spring 2015).
Ottawa: Canada Mortgage and Housing Corporation.

13 Ibid.

14 Ontario Human Rights Commission policies and re-
search on housing rights are posted here: http://www.
ohrc.on.ca/en/social_areas/housing

15 2015 Report Card, Advocacy Centre for Tenants Ontario.
16 Liberal Party of Canada, 2015 Election Platform.

17 Summary of the 2014-2018 Corporate Plan: Canada
Mortgage and Housing Corporation. Ottawa: Canada
Mortgage and Housing Corporation.

It’s Time to Move On: Alternative Federal Budget 2016

89



920

Immigration

Background

Everyone should be concerned that immi-
grants to Canada are not faring well eco-
nomically. Given a relatively low birth rate
and an aging population, immigrants will
soon be the key driving force behind Can-
ada’s economic engine. In fact, by 2017, near-
ly all new entrants to the labour market will
be immigrants, and 20% of Canadians will
belong to a visible minority.

Canada’s population grew by almost
6% between 2006 and 2011, the highest in-
crease among G8 countries.! Immigration ac-
counted for two-thirds of population growth
in the last 10 years, and over 75% of labour
market growth.? Statistics Canada warns
that without a sustained level of immigra-
tion, or a substantial increase in the birth
rate, Canada’s population growth could be
close to zero in 20 years.

Current Issues
Growing disparities

The 2008 recession widened the gap be-
tween the labour market experience of both
established and recent immigrants, on the
one hand, and the Canadian-born on the
other. While established immigrants had
previously experienced unemployment rates

Canadian Centre for Policy Alternatives

just slightly above those of Canadian-born,
the gap widened by 2—2.5 percentage points
in 2009 and 2010.3 Between 2008 and 2011,
labour market conditions for immigrants
between the age of 25 and 54 also showed a
sharp deterioration compared to Canadian-
born, and this was most visible among re-
cent immigrants.*

The relative earnings advantage that
university-educated immigrants have over
their less educated counterparts shortly af-
ter their arrival in Canada has narrowed over
the last 30 years. Male economic principal
applicants arriving between 1984 and 1988
with a bachelor’s degree earned 52% more
during the first five years after arrival than
their counterparts with a high school dip-
loma. This earnings advantage decreased
to 39% for those who arrived between 1989
and 1993, and further to 13% for 2004-07
arrivals, reflecting falling real entry earn-
ings (after inflation) among more highly
educated economic immigrants.’

The chronic underemployment of skilled
immigrants in Canada and strong correla-
tion between racialization and the growing
wage gap in the labour market is well docu-
mented.® Recent immigrants at all skill lev-
els are facing higher levels of unemployment
and underemployment compared to earli-
er cohorts, and compared to those born in
Canada. For many, re-training, re-qualify-



ing, and licensing in Canada has not resulted
in a significant change in job or wage pros-
pects, and discrimination continues to be a
significant barrier — particularly for racial-
ized immigrants and refugees.

Federal government investment in immi-
grant employment has tended to focus more
on foreign credentials recognition (e.g., the
Foreign Credential Recognition Loans pro-
gram) and less on becoming employed in
jobs that are consistent with skills and ex-
perience. Initiatives such as Ontario’s bridge
training program have proven to be more
effective at finding internationally trained
immigrants employment in their field ac-
cording to their skill level.” Prime Minister
Trudeau’s mandate letter to the minister of
employment, workforce development and
labour is silent on how the federal govern-
ment plans on promoting employment for

immigrants.®

Refugees

In July of 2015, the Federal Court ruled that
denying access to the Refugee Appeal Div-
ision for applicants from designated coun-
tries of origin (DCO) violated their Charter
rights. The new government has instructed
the responsible minister to provide a right
to appeal for these refugee claimants and
to determine designated countries of ori-
gin through an expert human rights panel.
While these are important changes, the DCO
scheme itself is highly problematic, since
it creates a two-tier refugee determination
system that discriminates based on an ap-
plicant’s nationality (i.e., their country of

origin).°

Refugee claimants fleeing persecution
because of their gender or sexual orien-
tation face particular vulnerabilities and
challenges in the refugee claim process.
DCO claimants are subject to more restric-
tions and have fewer entitlements, making
it more difficult to succeed in having their
claim recognized.

In 2014, the Federal Court ruled that the
cuts to the Interim Federal Health Program
(IFHP) for refugees were unconstitutional.
The new government has withdrawn the ap-
peal to the ruling launched by the previous
government, while promising to restore the
IFHP to what it was before the cuts.” At the
time of writing, coverage was restored for
Syrian refugees, but not for other refugees
and those seeking refugee status.

The government has a long-standing
practice of charging transportation and
medical costs up to $10,000 to government-
sponsored and privately sponsored refugees.
Canada is also the only resettlement coun-
try to charge interest on these costs, which
are considered a loan.* While 91% of refu-
gees pay back the loan, the practice creates
a major debt burden for the most disadvan-
taged of newcomers just as they are about
to rebuild their lives in a new country, since
repayment must begin 30 days after arrival.
Some refugees have used their child tax bene-
fit to repay the loan.”? At the time of writing,
the government has exempted Syrian refu-
gees from loan repayment. It is time that all
refugees are exempted as called for by the
Canadian Council for Refugees and others.3

Changes to the Canada Social Transfer
in December of 2014, via omnibus budget
legislation (Bill C-43), gave provinces and
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territories the power to impose minimum
residency requirements on certain groups
of individuals based on their immigration
or refugee status. The provinces had not
requested the change, which would allow
them to deny refugee claimants access to
basic assistance upon arrival. The AFB will
reverse these changes rather than wait for
the constitutionality of the decision to be
challenged in court.

Family sponsorship and citizenship

On January 1, 2014, rules restricting the
sponsorship of parents and grandparents
(PGP) came into effect that increased the
sponsor’s eligible income requirement to
30% above the low-income cut-off, doubled
the sponsorship period to 20 years, and
capped the number of PGP applications at
5,000 a year — a quota that was filled in just
one month.”

Subsequently, the former government
passed legislation that would, if imple-
mented, make it harder for the much small-
er group of sponsored PGPs to get three im-
portant senior’s benefits: the Guaranteed
Income Supplement (GIS), spousal allow-
ance, and survivor allowance. Previously,
in order to receive these benefits, the per-
son must have lawfully resided in Canada
for at least 10 years (in the aggregate) after
the age of 18. With the sponsorship period
doubled, PGPs will not be eligible for the
GIS or other allowances for 20 years —even
if they have lived in Canada for more than
10 years and would otherwise qualify for
0ld Age Security.

Canadian Centre for Policy Alternatives

In August of 2014, the age of depend-
ent children was lowered from under 22 to
under 19, restricting the number of people
who can come to Canada either as depend-
ents in their parents’ application or as spon-
sored family class members.

Also in 2014, the government passed Bill
C-24, the Strengthening and Modernizing the
Citizenship Act. Among other problematic
changes, the legislation gave the minister
the power to strip citizenship from dual cit-
izens in cases of “treason” or “terrorism,”
which includes convictions outside of Can-
ada. Importantly, this provision can be ap-
plied retroactively. With these new powers,
the government effectively created a two-ti-
er citizenship. The power to revoke citizen-
ship applies even if the person was convicted
in a country with questionable legitimacy.

Immigrant selection

Economic immigrant selection is one of the
most important aspects of our immigration
policy, given our demographic realities. The
policy changed drastically with the previ-
ous government’s introduction, on January
1, 2015, of the Express Entry (EE) process,
previously named Expression of Interest,
which gave employers a bigger role in dic-
tating immigrant selection.

A mid-year report on Express Entry in
July of 2015 showed the selection process
was skewed (85.5%) toward temporary for-
eign workers already working in Canada.®
External applicants must have a job offer in
Canada backed up by a Labour Market Im-
pact Assessment (LMIA) stating that no Can-
adian worker is available to fill the job—a



requirement that did not exist for the pre-
vious skilled worker class of immigration.
The system disadvantages international stu-
dents in Canada, including those already
working in their field.”

Applicants from certain countries are
disadvantaged under the new system, the
most obvious change showing that China
has dropped drastically in country-of-ori-
gin rankings. The diversion of resources
to EE has delayed processing of other ap-
plications, including under the Canadian
Experience Class (CEC). Some applicants’
work permits are expiring and cannot be re-
newed, forcing them to quit their jobs and
leave the country.*®

Temporary foreign workers

Temporary foreign workers are among the
lowest-paid workers in Canada and par-
ticularly vulnerable to abuse and exploita-
tion. For instance, employment insurance
(EI) deductions are taken out of their pay-
cheques, but various rules prevent the work-
ers from accessing EI benefits. The previous
government introduced several changes to
the Temporary Foreign Worker Program that
only increased worker vulnerability and fi-
nancial burden and did little to reduce ex-
ploitation or program growth. Enforcement
of employer compliance has been poor to
date in a primarily complaints-driven sys-
tem, leaving workers with very little recourse.

When the maximum four-year work per-
mit (“four years in/four years out™) took ef-
fect for the first time on April 1, 2015, many
employers called on the federal government
to allow temporary foreign workers to stay,

calling for permanent residency for low-
skilled workers. At present, the only avenue
for PR for low- and semi-skilled workers is
through the Provincial Nominee Program
(PNP), but this option is not available in
all provinces and territories (e.g., Ontario),
and in some there are very high language re-
quirements that exclude many applicants.
Workers in the Seasonal Agricultural Work-
er Program (SAWP) are among the most vul-
nerable to exploitation and abuse, with no
access to permanent residency anywhere
in the country.

Live-in Caregiver Program

The November 2014 changes to the Live-in
Caregiver Program (LCP) removed the guar-
anteed pathway to permanent residency,
while introducing higher language require-
ments and, for the first time, a cap on the
number of applications. New requirements
were introduced for employers and a new
fee for caregivers and employers. Between
January and March of 2015, 90% of employer
LMIA applications were rejected, reducing
available caregiver jobs.?

The existing backlog in processing care-
giver applications for permanent residency
has grown, causing lengthy family separa-
tion, and considerable hardship and dis-
tress for workers and their families. The aver-
age wait is 44 months and for some it has
reached seven years or more.* Most workers
in the program are racialized women from
the Global South, particularly the Philip-
pines and the Caribbean.
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Immigrant settlement services

The federal government is the biggest fund-
er of settlement services for immigrants and
refugees, and manages the program in all
provinces and territories except Quebec.
Permanent residents, Convention refugees,
protected persons, and live-in caregivers
are eligible for the program.? Canadian cit-
izens, migrant workers, refugee claimants,
international students, and those without
immigration status who need settlement
services must rely on programs funded by
provincial and territorial governments at a
fraction of federal funding levels.

The federal funding formula is based
on a three-year rolling average of perma-
nent resident arrivals. In theory this is an
equitable per-client distribution, but fund-
ing totals are not consistent with the formu-
la for a variety of reasons.? Federal funding
for settlement services has dropped across
Canada (except Quebec) over the last sev-
eral years, starting with a $53 million cut
in 2010, of which nearly $45 million was
in Ontario.*

In 2013-14, Citizenship and Immigra-
tion Canada returned $130 million (8% of its
budget) to the government.> Organizations
affected by the cuts have yet to recover full
capacity. At the same time, they are dealing
with an increased demand for services, trig-
gered partly by the new complexities of im-
migration law and policy, and most recent-
ly by new demands with respect to Syrian
refugee resettlement.
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AFB Actions

The AFB will take the following actions:

Immigrant employment disparities: Invest
$100 million per year in initiatives such as
bridge training that will lead to skills- and
experience-consistent jobs for immigrants
and refugees; create time-limited incen-
tives for employers to practice employment
equity, including through hiring, training,
promotion, and the retention of workers
from equity target groups for permanent
positions.

Refugees: Reverse changes to the Canada
Social Transfer so that provinces cannot im-
pose minimum residency requirements to
prevent refugees and other individuals from
accessing social assistance; end transporta-
tion loans for all refugees; immediately re-
store Interim Federal Health Program bene-
fits for all refugees; abolish the designated

countries of origin system.

Sponsorship: Move quickly to allow spon-
sorship of dependent children under the
age of 22 instead of 19; eliminate the min-
imum income requirement for all family

class sponsorships.

Citizenship: Repeal all provisions intro-
duced through Bill C-24.

Immigrant selection: Scrap Express Entry
and return to the skilled worker immigra-
tion program that existed before January 1,
2015; amend the points system to include
workers at all skill levels and all internation-
al students.



Temporary foreign workers: Give all mi-
grant workers a pathway to permanent resi-
dency and full citizenship through chan-
ges to the Provincial Nominee Program;
increase program monitoring and enforce-
ment of employer compliance in all migrant

worker programs.

Live-in caregivers: Provide permanent resi-
dency on arrival; in the interim, remove cur-
rent permanent residency restrictions in-
cluding the cap on number of applications
from caregivers.

Immigrant settlement services: Invest $53
million annually to provide services on the
basis of need instead of immigration status,
allowing access to refugee claimants, mi-
grant workers, and citizens; restore immi-
grant settlement funding that was cut start-
ing in 2010; review the settlement funding
formula to identify and adopt criteria in
addition to landing numbers.
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Income Inequality

and Poverty

Background

Inequality and poverty rates remain stub-
bornly high in Canada. Income data from
census results and other in-depth surveys
show higher rates of poverty are system-
atically experienced by racialized minor-
ities, Indigenous peoples, and people with
disabilities. Single parents and people liv-
ing alone also face a higher incidence of
poverty. In every category, women experi-
ence more poverty than men.

The AFB proposes the terms of a com-
prehensive federal poverty reduction plan.
Even though we have evidence that good
policy can make a difference, too often we
become resigned to the presence of persis-
tent poverty, and food and housing insecur-
ity. But there is nothing inevitable about
poverty, hunger, and homelessness in a so-
ciety as wealthy as Canada’s. Nor are high
and sustained levels of inequality an in-
escapable fact of life.

Evidence from other countries dem-
onstrates how governments that commit
to bold action on poverty and inequality
get results.! Nations such as Denmark and
Finland have seen child poverty rates fall
below 3%.2 According to the latest compar-
able data from the Organization for Econom-

ic Co-operation and Development (OECD),
Canada tolerates almost five times that rate
for children (14.4%).3 Yet Canada is the 11th
largest economy in the world. We have the
resources to create any kind of society we
want. We know we can do better, and we
know how to get there. We’ve done it before.

In 2002, Quebec became the first prov-
ince to commit to a poverty reduction strat-
egy, followed by Newfoundland and Labra-
dor in 2006. Since then, all the provinces
and territories except for British Columbia
have some kind of poverty reduction plan
in place or in development, and numerous
cities are following suit.* Momentum for ac-
tion on poverty reduction is building.

In 2009, all parties supported a House of
Commons motion directing the federal gov-
ernment to “develop an immediate plan to
eliminate poverty in Canada.”> That same
year, a Senate report also urged the govern-
ment to “adopt a poverty-eradication goal.”®
In November of 2010, a House of Commons
committee released a major report on the
federal role in poverty reduction, recom-
mending the government “join with the
provinces to introduce an action plan for re-
ducing poverty in Canada.”” In February of
2015, the House of Commons again passed,
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with near unanimity, a motion calling for
the elimination of child poverty.®

After years of stubborn refusal in Ottawa
to join these efforts, a newly elected gov-
ernment appears ready to change course.
This just makes sense. The government of
Canada has lead responsibility for poverty
among Indigenous people and seniors, and
is the only jurisdiction that can reduce dis-
parities among poor children, recent immi-
grants, and people with disabilities. Key in-
come support programs (e.g., the Canada
Child Benefit, Guaranteed Income Supple-
ment, GST credit, and employment insur-
ance) are also in the hands of the federal
government. And vital non-income-based
support — from child care to housing and
public transit, health care to post-second-
ary education — further shapes the lives
and opportunities of people living in low-
income households. As the variation in ac-
cess to these essential resources acceler-
ates from region to region over time, the
question arises: what does it mean to be
Canadian? From the beginning, the idea of
sharing costs with the federal government
was meant to increase access to, and low-
er the cost of, the services that improve our
quality of life.

Without question, reducing poverty is
a matter of urgency. But international re-
search reveals an important link between
poverty and inequality: the more unequal
a society is, the higher the rate of poverty
it will tolerate.® This is a problem, since
neither phenomenon is inevitable. Good
policy decisions can reduce both poverty
and inequality. For example, while the top

1% of income earners in North America has
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amassed a rising share of total income over
time, the same is not true in some indus-
trialized countries such as the Netherlands,
France, Japan, and Sweden.°

Inequality in Canada may be less extreme
than in the U.S., but it grew at a faster rate
here between 1997 and the onset of the re-
cession, a time of robust growth and job cre-
ation.* The richest 1% of earners in Canada
accounted for 32% of all income gains be-
tween 1997 and 2007. That is four times their
share of total income gains during the 1960s
(a period of similarly rapid growth) and al-
most double their share of income growth
during the Roaring Twenties.*

Since the recession, inequality has not
continued to increase if measured by the
share of income going to the top 1%, which
was lower in 2013 (11.4%) than at its pre-re-
cession peak in 2007 (13.7%). This is because
incomes at the very top dropped slightly
and those of the 99% rose modestly over
the course of the recovery.? However, most
of that growth occurred near the top of the
99% income span (in the top decile), and
much has changed since 2013 (the latest year
for which income data is available).

While income growth has also occurred
in the bottom 50%, that growth has stalled
since 2012. In 2013, 50% of earners in Canada
reported incomes below $31,800.% The aver-
age income of the bottom 50% was $14,900,
while that of the top 1% was $516,000 — al-
most 35 times as much, though taxation re-
duced the disparity to a multiplication of 26.

In 2013, the average after-tax income of
the richest 10% of Canadian households
was 20 times that of the average income of
the poorest 10%, the second highest ratio



at any point on record since 1976." Econo-
mist Lars Osberg notes the situation will
become much worse if trends hold: “un-
balanced growth has been the new normal
for the past thirty years. If historic differen-
tials in income growth rates continue, they
will compound to a successively larger gap
between the top 1% and everyone else.”*
Income inequality in Canada is also
highly racialized and gendered. Levels of in-
come and employment are consistently low-
er for women, Indigenous peoples, racial-
ized groups, persons with disabilities, and
new immigrants. These differences cannot
be attributed to educational levels alone.
Women and men are equally likely to have
post-secondary training, yet women still
earn 20% less working full time, all year.”
Indigenous workers with university degrees
actually experience an even larger pay gap
than less educated Indigenous peoples: in
the private sector, they take home an aston-
ishing 44% less than non-Indigenous peers.
Women are also overrepresented at the low
end of the income spectrum, making up 59%
of all minimum-wage workers in Canada.*®
As inequality increases, the rich bid up
the cost of basic goods like housing, caus-
ing affordability problems for lower-income
households. The squeeze on household in-
comes —downward pressure on wages along-
side rising costs —is being managed by high-
er household debt or just by spending less,
making inequality bad for business, too.?
As the International Monetary Fund (IMF)
has pointed out, higher levels of inequality
are correlated with fewer and shorter spells
of growth.?° The OECD has identified in-
equality as a major societal and economic

challenge, and recently launched the Cen-
tre for Opportunity and Equality (COPE) to
explore and showcase ways of accelerating
inclusive growth.”

Current Issues

Canadians have elected a new federal gov-
ernment led by a party that campaigned
vigorously on a promise to tackle inequal-
ity and substantially reduce child poverty.
To this end, the government plans to intro-
duce a new Canada Child Benefit (CCB) that
should notably reduce the child poverty rate
(by up to a quarter), boosting incomes for
low-income families with children by slight-
ly more than what the AFB and Campaign
2000 have called for in recent years.

A promised 10% increase to the Guaran-
teed Income Supplement (GIS) for low-in-
come seniors also represents an important
enhancement that should lower the poverty
rate among seniors by approximately 20%.
The new government has further commit-
ted to taking action on Indigenous poverty,
and has signalled changes are coming to em-
ployment insurance (EI) that will improve
access and benefits. These policies, once en-
acted, represent important victories for pro-
gressive voices advocating for those experi-
encing economic insecurity. But the task of
adequately tackling poverty and inequality
remains far from complete.

Prime Minister Justin Trudeau has asked
the Minister of Families, Children and Social
Development to work with the Minister or
Employment, Workforce Development and
Labour on a “Canadian Poverty Reduction
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Strategy that would set targets to reduce
poverty and measure and publicly report on
our progress.” The strategy “will align with
and support existing provincial and muni-
cipal poverty reduction strategies,” accord-
ing to the prime minister’s mandate letter.>

We are greatly encouraged by this de-
velopment. We further applaud the new
government’s decision to scrap both the
Universal Child Care Benefit and income
splitting for families with children in order
to reallocate federal resources toward low-
er-income households. The AFB and Cam-
paign 2000 have both long called for the
annual amount in the Canada Child Tax
Benefit/National Child Benefit Supplement
to be increased to $5,600 per child. The CCB,
once enacted, would go further — providing
$6,400 per child to low-income families,
thereby lifting an estimated 315,000 chil-
dren out of poverty.

Nevertheless, there are important omis-
sions in the new government’s strategy. For
example, the government does not seem to
appreciate that to truly tackle income in-
equality, policies are needed to address the
pre-distribution of income (i.e., how soci-
ety shares income prior to it being modest-
ly redistributed through the tax and trans-
fer system). This will require federal action
on the minimum wage (something the new
government has thus far rejected), measures
to boost unionization (one of the strong-
est predictors of inequality in a society),
and other policies that would restore the
relative bargaining power of workers, in-
cluding replacing temporary foreign work-
er programs with permanent immigration
as labour shortages become widespread. #
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Tackling poverty is also about more than
income; it requires strong action on the so-
cial support programs that enhance afford-
ability, quality of life, and economic secur-
ity. In this regard, the new government has
thus far failed to propose meaningful ac-
tion on the urgent need for a national child
care program. And while the Liberals cam-
paigned on a promise for new spending on
social housing, the details remain to be seen.

While the depth of poverty is due largely
to inadequate provincial social assistance,
its breadth is primarily a low-wage story. Mil-
lions of people in Canada continue to strug-
gle with unemployment, underemployment,
and precarious work. Employment insur-
ance benefits now reach less than four in 10
unemployed workers, a level not seen since
1944.* The provincial social assistance sys-
tem is a shadow of what it was during the
early 1990s. The purchasing power of wel-
fare benefit rates has plummeted and new
rules have made assistance harder to get,
often requiring people to liquidate their sav-
ings before receiving help.* 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.

The statistics on poverty make clear the
need for a comprehensive plan. By any meas-
ure, there was a rise in poverty rates in Can-
ada immediately following the onset of the
2008 recession. Whether they have since re-
turned to pre-recession levels, however, de-
pends on the measure used.

The low-income cut-off (LICO), for many
years the most commonly used poverty line,
has not been re-based since 1992, making

it an increasingly unreliable and inaccur-



FIGURE 12 Measuring Poverty in Canada: Percentage of Persons in Low Income, Annual, 1976-2013
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ate metric. For this reason, our tracking of
poverty rates employs the more reliable low-
income measure (LIM) and market basket
measure (MBM).

As we see in Figure 12, the choice of meas-
ure determines how many people —from 3.4
million to 4.6 million — are struggling with
poverty. (For a more detailed look at poverty
and inequality in Canada, see the associat-
ed AFB technical paper by Seth Klein and
Armine Yalnizyan.)

AFB Actions
Reducing poverty rates

The AFB adopts the following indicators, tar-
gets, and timelines with respect to ending
poverty and reducing inequality in Canada:
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e Reduce Canada’s poverty rate by 40%
by 2020, and by 75% within a decade.

e Ensure the poverty rate for children and
youth under 18, lone-parent households,
single senior women, Indigenous people,
people with disabilities, recent immi-
grants, and racialized people also de-
clines by 40% in four years, and by 75%
in 10 years, in recognition that poverty is
concentrated within these populations.

e [n two years, ensure every person in Can-
ada has an income that reaches at least
75% of the poverty line.

e In two years, ensure there is sufficient
emergency shelter so that no one has
to sleep outside, and within 10 years
ensure there is sufficient stock of high-
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quality, affordable housing for everyone
who needs it.

e Within two years, reduce by half the
number of people who report both hun-
ger and food insecurity.

To achieve these targets, the AFB will
take action in the following key policy areas:

¢ Establish a human rights framework by
which the federal government provides
leadership on poverty and inequality
issues, with a plan grounded in legisla-
tion that includes targets and timetables
to eradicate poverty, effective account-
ability and reporting mechanisms, and
input from those with a lived experi-
ence of poverty.

Introduce a new federal transfer pay-
ment to the provinces and territories
($4 billion in the first and second years,
over and above the costs associated with
the federal measures outlined below)
to help them achieve their poverty re-
duction goals, as recommended in the
2010 report of the House of Commons
standing committee on human resour-
ces, skills and social development and
the status of persons with disabilities.
The lion’s share of these funds should
help the provinces improve social as-
sistance and disability benefit rates and
eligibility. In the first year, there are no
strings attached to the transfer. In sub-
sequent years, only provinces and terri-
tories that demonstrate improvement in
income support and progress on a num-
ber of other outcome indicators will con-
tinue to receive federal funding.

Canadian Centre for Policy Alternatives

e Reinstate, through legislation, minimum
national standards for provincial income
assistance to ensure that welfare is ac-
cessible and adequate.

As the Liberals promised during the elec-
tion campaign, introduce a new Canada
Child Benefit (CCB) that would provide
low-income families with $6,400 per
yeatr, per child up to age six, and $5,400
per year, per child between ages 6-17.
This amount must be increased annu-
ally, with the goal that the CCB, in com-
bination with the other policies outlined
below, will reduce child poverty by 50%
within five years.

Cancel the Universal Child Care Bene-
fit and the Enhanced Universal Child
Care Benefit.

Immediately double the refundable GST
credit and lengthen the phase-out per-
iod to include more families. (Cost: $5.1
billion per year).? This is vital to boost-
ing the income of all low-income house-
holds, not just those with children and
seniors, even in the face of provincial
resistance to increasing social assist-
ance benefit rates.

e Improve the earnings and working con-
ditions of those in the low-wage work-
force. This will be achieved by re-estab-
lishing a federal minimum wage of $15
per hour, indexed to inflation and cov-
ering all workers under federal juris-
diction, and committing that federal
government contracts will only go to
living-wage employers.”



¢ Revise Canada’s temporary foreign work-
er programs so that migrant workers can
seek and obtain landed immigrant status
without nomination by employers, and
assure all those who come to Canada for
work are granted full labour rights and
protections upon arrival (see the Immi-
gration chapter).

Tackle homelessness and ensure the addi-

tion of affordable housing stock (see the
Housing and Neighbourhoods chapter).

e Provide universal, publicly funded child
care, increasing the number of regulat-
ed spaces and capping fees (see the Ear-
ly Childhood Education and Child Care
chapter).

e Provide support for training and edu-
cation, and initiate a Green Infrastruc-
ture and Green Jobs plan, with a special
focus on apprenticeships for economic-
ally marginalized populations (see the
Post-Secondary Education and Sector-
al Development chapters).

¢ Substantially enhance the GIS top-up for
low income seniors (see Seniors Chapter)

Reducing inequality

The AFB’s comprehensive strategy to tackle
the growing gap in Canada will be based on

the following five-point plan:

1. 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-
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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 (see the Sec-
toral Development chapter).

. Enhance the infrastructure and public

services upon which most people rely
(e.g., child care, post-secondary edu-
cation, housing, transit, etc.), there-
by stretching paycheques and improv-
ing the purchasing power of the broad
middle class.

. Rebalance the bargaining relationship

between capital and labour through
measures that support unionization,
collective bargaining, enforce and en-
hance the employment standards of
vulnerable workers, and limit the use
of temporary foreign workers.

. Prioritize improvements in the incomes

of all low- and middle-income house-
holds (e.g., better public pensions, high-
er minimum wages, the widespread
adoption of living-wage policies, and
improved support for the ill, unem-
ployed, young, and old).

5. 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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Notes

1 For how Canada compares to other OECD countries on
inequality, see the Conference Board of Canada (http://
www.conferenceboard.ca/hcp/details/society/income-
inequality.aspx) or the 0ECD data (http://www.oecd.org/
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CANSIM Table 206-0041.
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Inuit, and Métis communities. On February 4, 2015, Mo-
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fare or media coverage.

9 Fortin, Pierre (2010). “Quebec is Fairer”, Inroads, Win-
ter/Spring, Issue No. 26, pp. 58—65; and Ravallion, M.
(2007). “Inequality Is Bad For The Poor” in Inequality
and Poverty Re-examined, edited by Steven Jenkins and
John Micklewright, Oxford University Press.

10 See the World Top Incomes Database, developed by
Facundo Alvaredo, Tony Atkinson, Thomas Piketty and Em-
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manuel Saez: http://topincomes.parisschoolofeconomics.
eu/

11 Conference Board of Canada (2011). World Income
Inequality: Is The World Becoming More Unequal? Link:
http://www.conferenceboard.ca/files/hcp/pdfs/hot-
topics/worldinequality.pdf. Since the recession, in-
equality has once again grown more rapidly in the U.S.
than Canada because of the strength of global demand
for Canadian natural resources, and women’s higher
labour force participation rates here. Developments in
2015 will see this offsetting force diminish, but we will
not see the results in income data until 2017.

12 Data are based on individual incomes. Yalnizyan,
Armine (2010). The Rise of Canada’s Richest 1%. Ottawa:
Canadian Centre for Policy Alternatives.

13 Income is pre-tax from all sources including capital
gains. Data is from Statistics Canada, CANSIM Table
204-0001. The most recent data available is from 2013.

14 All incomes in this section refer to pre-tax income,
including capital gains.

15 Statistics Canada cANSIM Table 206-0031. The rich/
poor ratio was slightly higher in 2000. In 2013, the most
recent data available, it was at the highest level it has
been since the 2008 recession.

16 Osberg, Lars (2014). Canadian Inequality, then and now:
Can increasing inequality be a steady state? Link: http://
myweb.dal.ca/osberg/classification/conference%:20
papers/May%2022%20Canadian%:2olnequality%20
Then%20and%20Now.pdf

17 Statistics Canada. 2011 National Household Sur-
vey. Ottawa.

18 Our data for these critical dimensions of poverty are
out of date and not as reliable as they have been in the
past because they come from the National Household
Survey — the previous federal government’s voluntary
survey replacement to the mandatory long-form census
questionnaire. The very first act of the new government
of Canada was to restore the mandatory long-form cen-
sus, the only source for data that can link income, edu-
cation, ethnicity, and immigration data. The next cen-
sus takes place in May 2016, and data associated with
income will be released in 2018.

19 Yalnizyan, Armine. “Inequality is Bad for Business.”
Canadian Business, August 11, 2011.

20 Ostry, Jonathan, Andrew Berg and Charalambos Tsan-
garides (2014). Redistribution, Inequality, and Growth.



International Monetary Fund Discussion Note, Wash-
ington, D.C.

21 The launch of the Centre for Opportunity and Equal-
ity (CoPE) took place at the Organization for Economic
Co-operation and Development, October 26, 2015 with
a forum on the topic. This website is an archive of OECD
materials on the topic of inequality and ways of over-
coming it: http://www.oecd.org/els/soc/launch-centre-
for-opportunity-and-equality.htm

22 Prime Minister Justin Trudeau’s mandate letter to the
Minister of Families, Children and Social Development:
http://www.pm.gc.ca/eng/minister-families-children-
and-social-development-mandate-letter

23 Jaumotte, Florence and Carolina Osorio Buitron
(2015). Inequality and Labour Market Institutions, Inter-
national Monetary Fund: https://www.imf.org/external/
pubs/ft/sdn/2015/sdn1514.pdf

24 Yalnizyan, Armine, “Proportion of Unemployed
Canadians in Receipt of Jobless Benefits, 1942 to

July 2014” https://twitter.com/ArmineYalnizyan/
status/512602190360633344 Update of chart in Yaln-
izyan, Armine (2009) Exposed: Revealing Truths About
Canada’s Recession, Ottawa: Canadian Centre for Policy
Alternatives.

25 For a full review of provincial social assistance rates
and eligibility rules, see: Tweddle, Anne, Ken Battle and
Sherri Torjman. (2014), Welfare Incomes, 2013. Toronto:
Caledon Institute for Social Policy.

26 Statistics Canada. Social Policy Simulation Data-
base and Model. Ottawa..

27 Meaning employers who have been officially certi-
fied as paying the living wage for families, as calculat-
ed by living wage campaigns across Canada. For back-
ground, see Richards, Tim et al (2008). Working for a
Living Wage. Vancouver: Canadian Centre for Policy Al-
ternatives, or visit http://livingwagecanada.ca/.
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International Development

Background

Last year saw the adoption of 17 Sustain-
able Development Goals (SDGs) expand-
ing on the unfinished business of the Mil-
lennium Development Goals (MDGs) to
include issues related to the environment
and climate change, employment, econom-
ic growth, inequality, and peace and secur-
ity, inter alia.

Like the MDGs, the SDGs will inform
and shape plans and priorities at a global,
regional, national, and local level. Unlike
the MDGs, these new goals are universal
in nature, applying to all countries, rich or
poor. This means the SDGs will go beyond
guiding international co-operation efforts,
to encouraging countries like Canada to de-
termine how they will address their own
sustainable development challenges do-
mestically, and how they will contribute
to addressing challenges internationally.

Finally, the universal nature of the goals
requires collective action around a range
of global public goods, such as addressing
climate change and promoting a fair, rules-
based trading system. Canada is required to
make measurable progress toward achiev-
ing these goals at home and abroad, with
commensurate resources for implementing
the SDG agenda.
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The year 2015 also marked the 20™ anni-
versary of the Beijing Declaration and Plat-
form for Action, a blueprint for advancing
gender equality and women’s rights every-
where. While there has been some progress
for women and girls, in Canada and globally,
in terms of access to education and health
care, women have seen unequal advances
in other areas including access to political
leadership roles, economic opportunities,
and job security. Progress has also been
slow in checking violence against women.!

World governments met in September
of 2015, at the Global Leaders’ Meeting on
Gender Equality and Women’s Empowerment,
to reaffirm previous pledges and commit to
making women’s empowerment and gender
equality a national priority integral to the
implementation of the SDGs. States recog-
nized the need to increase investments in
gender equality, push for parity for women
at all levels of decision-making, eliminate
discriminatory legislation, and end social
norms that perpetuate gender inequality
and violence against women.

Current Issues
Implementing the new global agenda

In September of 2015, in statements made
at the plenary of the United Nations summit



for the adoption of the post-2015 develop-
ment agenda, 21 governments announced
their plans for implementing the new SDGs.?
Canada was not among them. The Liber-
al government elected in October last year
has committed to developing “a compre-
hensive plan to make measurable progress
toward achieving these goals both at home
and abroad.”

Moving the SDGs forward must be a top
priority and will require a significant com-
mitment. To realize the global goals, Canada
will need to use an integrated, multi-sector-
al approach that is not just whole-of-gov-
ernment, but rather whole-of-Canada. This
will depend on all sectors of society pla-
cing sustainable development at the cen-
tre of all their work — much as the govern-
ment has said it will do on climate change.
It will also require the development of a gov-
ernment action plan for implementing the
SDGs, informed by consultations with, and
commitments from, a broad range of Can-
adian stakeholders.

Financing the agenda

The new and universally applicable SDGs,
and the adoption of the Paris Agreement on
climate change in December, represent a key
opportunity to put people and the planet
first. In order to achieve this, Canada will
need to reverse the trend of recent years that
has seen aid budgets decline to historically
low levels. Canada must also provide much
greater predictability in terms of aid alloca-
tions internationally and spending on this
plan domestically.

In Budget 2012, the government an-
nounced the International Assistance
Envelope (IAE) — the budgetary basis of
Canadian aid that goes toward poverty re-
duction —would be reduced by more than
$350 million (to about $4.6 billion) between
2011—12 and 2014-15. Analysis of aid alloca-
tions in 2012-13 and 2013-14 suggest the IAE
may have already dropped to below $4.4 bil-
lion.“ This was likely due to lapsed spend-
ing that was returned to Treasury.

On a positive note, the overall Canadian
aid budget seems to have bounced back
from $4.9 billion in 2013-14 to $5.7 billion
in 2014-15. However, the increase is exag-
gerated by a one-off concessional loan of
$400 million to Ukraine in 2014-15, and a
double payment to the World Bank’s Inter-
national Development Association. (Canada
sent the bank two payments of $441.6 mil-
lion in the same fiscal year due to a proced-
ural change that year.) If you subtract these
one-off payments, the overall aid budget is
closer to $4.8 billion.®

Although government support for the in-
tegration of 25,000 Syrian refugees is wholly
welcome, this will increase the overall aid
budget by $876.7 million in 2015-16.7 Refu-
gees typically account for $200 million per
year of the overall aid budget. This one-off
will again exaggerate the increase to the
aid budget without any commensurate in-
crease to the IAE.®

Similarly, the government has not yet
made it clear whether the $2.65 billion re-
cently committed for climate finance will
draw from the existing IAE or represent new
funding. While the aid budget will fluctu-
ate in the coming years due to a series of

It’s Time to Move On: Alternative Federal Budget 2016

107



108

one-off increases, the best way to generate
predictability in the aid budget is through
regular increases to the IAE.

Focus on the poorest
and most marginalized

To ensure that no one is left behind — a key
mandate of the new 2030 Agenda for Sus-
tainable Development and the SDGs — pri-
oritizing the poorest and most marginalized
must be a priority. This means focusing on
the poorest countries, on women and girls,
and on the impacts of climate change.
Prioritizing those who are most in need re-
quires a focus on so-called low-income coun-
tries, least developed countries (LDCs), and
fragile states, as the prime minister’s man-
date letter to the minister of international
development indicated the Liberal govern-
ment will do. In 2014, Canada was among
the top three donors in the OECD countries
in only six of its current 25 countries of focus.
To maximize the impact it can have on the
ground among the poorest and most in need,
Canada should aim to become a top donor
in more of the countries where it operates.
Investing in women, adolescents, and
young girls —who are disproportionately
affected by inequality and poverty —and
funding women’s rights organizations should
also be a top priority for Canada. While Can-
ada has historically been a leader in gender
equality, in recent years Global Affairs Can-
ada (formerly the Department of Foreign Af-
fairs, Trade and Development) has spent
only 1% to 2% of its budget on programs
designed to advance gender equality and

Canadian Centre for Policy Alternatives

women’s empowerment —well below the
OECD average.®

AFB Actions

In 2016, the Canadian government has the
opportunity to provide leadership on a
global framework for sustainable, inclu-
sive, and equitable development. To do so
the AFB will:

e Establish an interdepartmental task force
to implement the SDGs, co-chaired by
Global Affairs Canada and Environment
and Climate Change Canada. This task
force will produce a draft strategy and
action plan for implementing the SDGs
at home and abroad ahead of the next
High Level Political Forum in 2016. Do-
mestically, this action plan will have
clear indicators, targets, and timelines
appropriate to the national context. This
draft should be the basis for timely and
meaningful national consultations with
key stakeholders in 2016-17, and for a
new federal sustainable development
strategy for 2030 that ensures policy co-
herence for sustainable development.

e Announce a 10-year timetable for reach-
ing the aid target of 0.7% of gross na-
tional income (GNI). This will entail
increasing Canada’s IAE by 15.7% an-
nually, from $4.62 billion in 2015-16 to
$5.35 billion in 2016-17, $6.19 billion in
2017-18, and $7.16 billion in 2018-19.%
This timetable will allow Canada to pre-
dictably increase aid flows for poverty
reduction, conscious that one-off pay-



ments have increased the overall aid
budget without commensurate increas-
es to the IAE. This gradual increase will
allow for countries to absorb the new
funds incrementally. The net new spend-
ing will amount to $730 million, $1.6 bil-
lion, and $2.5 billion in each of the next
three years.

Starting in 2016-17, dedicate 50% of
overall Canadian aid to least developed
countries (LDCs), low-income countries,
and fragile states." In the next four years,
or by 2019—20, 0.15% of GNI will be aid
dedicated to LDCs.” By 2019—20, Canada
will also be among the top three donors
in at least one half of its countries of
focus. Furthermore, the AFB will quad-
ruple Canada’s investment in women’s
rights organizations by 2019—20, and en-
sure that 20% of all aid investments have
a principal focus on advancing gender

equality and women’s empowerment.*

Develop a forward-looking agenda and
action plan on effective development co-
operation that builds on commitments
made at recent High-Level Fora on Aid
Effectiveness (HLF), including the April
2014 meeting in Mexico of the Global
Partnership for Effective Development
Co-operation. For example, the AFB will
align bilateral aid spending with the pri-
orities and development plans of devel-
oping countries, in particular national
plans for implementing the SDGs and na-
tionally determined contributions on cli-
mate change, and make Canada’s spend-
ing more predictable and transparent.

Notes

1 For a comprehensive analysis of progress on the Beijing
Platform of Action in Canada, see “Progress on Women’s
Rights: Missing in Action report - A Shadow Report on
Canada’s Implementation of the Beijing Declaration and
Platform for Action,” Canadian Centre for Policy Alterna-
tives (2014). Link: https://www.policyalternatives.ca/
sites/default/files/uploads/publications/National%20
Office/2014/11/Progress_Women_Beijing20.pdf”

2 From “A Commitment towards implementation? A
Review of Statements delivered during the UN Sustain-
able Development Summit — 25-27 September 2015,” Be-
yond2015, October 2015. Among statements made by 96
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Post-Secondary Education

Background

The attainment of post-secondary educa-
tion has become an important prerequisite
for participating in the labour force, despite
being much less affordable now than it was
25 years ago. Whether it is a trade certifica-
tion, college diploma, undergraduate de-
gree, or an advanced degree, today’s econ-
omy requires higher levels of education and
training than ever before.

Post-secondary education, like most so-
cial programs, constitutionally falls within
provincial jurisdiction. However, like Can-
ada’s health care system, the post-second-
ary education system receives consider-
able funding from the federal government.
Through the Canada Health Act, the federal
government has the ability to set standards
of care and funding, and ensure universal
access legislatively. Historically the feder-
al government has also played a key policy
role in post-secondary education. And yet
Canada is the only G20 nation without a na-
tional vision of higher education.

Without a national vision, access to post-
secondary education, its affordability and
priorities shift considerably from province to
province to territory. This results in students
facing significantly different challenges in
accessing higher education depending on
where they study. It is not in the interest of

social equality and economic development
to have students in one province paying as
much as three times what their peers in an-
other province pay.

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 1982 and 2012, government fund-
ing for universities as a share of operating
revenues plummeted from 83% to 55%. Stu-
dents have been forced to fill this funding
gap: tuition as a share of university oper-
ating revenue increased from 14% to 38%
over the same period.!

Students in Canada face a combination
of challenges as they attempt to acquire the
education they need to have a chance of suc-
ceeding in today’s rapidly changing labour
force. These include record-high levels of
student debt; stubbornly high unemploy-
ment rates (double what it is for the gener-
al public), with an estimated 40% of uni-
versity graduates aged 25-34 suffering from
underemployment; and an increasing de-
mand to participate in unpaid internships.?

In 2015—16, university tuition fees in
Canada increased by 3.2% to an average of
$6,191 per year.’ Tuition fees alone have seen
areal increase of over 160% since 1990.% In-
stitutions often charge additional compul-

sory fees in order to circumvent provincial
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tuition fee regulations, as these fees are not
regulated in all provinces. For 2015-16, these
fees on average increased the cost to attend
university by $838 per student, raising total
average undergraduate fees to over $7,000.5

However, dramatically different ap-
proaches to post-secondary education fund-
ing are hidden by these averages. Under-
graduate tuition fees range from $7,868 a
year in Ontario, to $2,660 in Newfoundland
and Labrador. In specialized programs such
as medicine, law, and dentistry, tuition fees
are often unregulated. Students can pay
three or more times the average for these
programs, driving student debt for many
future health professionals into the six-fig-
ure range. In 2012, 30% of medical students
expected to graduate with over $100,000 in
debt, and 13% expected over $160,000 in
student debt.”

Current Issues
Core funding

Starting in 1967, federal funding for post-
secondary education was provided on a
cost-sharing model. The provinces made
decisions about policy, programming, and
spending, and administered the system;
the federal government matched provin-
cial spending dollar for dollar. Under this
arrangement, federal expenditures on high-
er education had tripled by 1976. In 1977, the
government abandoned this cost-sharing
model and introduced the Established Pro-
gram Financing Framework (EPF), wherein
funds were transferred through tax points
and cash transfers. The EPF was replaced
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by the Canada Health and Social Transfer
(CHST) in 1996 and the Canada Social Trans-
fer (CST) in 2004.

These changes reduced both overall
funding within the transfer and the level of
accountability the provinces had with the
funds. The Canada Social Transfer provides
no guarantee that federal funding intended
for post-secondary education reaches stu-
dents and their families. Funding for the
transfer reached its peak in 1981, at 0.56%
of GDP, 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.®

The Canadian Federation of Students
estimates current federal funding for post-
secondary education is $2.4 billion less than
1992—93 levels when inflation and enrol-
ment growth are factored in. Lagging feder-
al funding for colleges and universities has
resulted in higher tuition fees, as costs are
passed on to students. Lower levels of fund-
ing also impair the ability of institutions to
hire adequate numbers of instructors and
support staff, maintain fair labour practi-
ces, resulting in a reduction in the quality
of Canada’s universities and colleges.

Student financial aid

The financial burden on students has great-
ly increased the number of students requir-
ing financial assistance and the amount re-
quired. The most recent actuarial report on
the Canada Student Loan Program (CSLP)
projected the $19-billion ceiling in aggre-
gate student loans would be reached in



2021. However, in May 2015, the federal gov-
ernment was forced to increase the legisla-
tive ceiling to $24 billion to avoid it being
reached as early as January 2016, a full five
years sooner than expected.®

This figure accounts for only a portion of
total student debt; it does not include prov-
incial and personal student loans, lines of
credit, or education-related credit card debt.
As of 2012, Statistics Canada estimated total
student loan debt was over $28 billion.*

High levels of student debt have been
linked to lower degree completion rates and
a reduced likelihood of continuing studies
beyond a first cycle. Heavy debt loads are
also a negative factor in an already weak-
ened economy characterized by increasing-
ly precarious work and stagnating wages.
Student loan obligations reduce the ability
of new graduates to start a family, invest in
assets, build career-related volunteer experi-
ence, or take lower-paying work that better
aligns with their interests or goals.

In the fall of 2009, the federal govern-
ment established the Canada Student Grants
Program (CSGP). This program greatly in-
creases support for students, but to mean-
ingfully reduce student debt a much larger
investment is required. The government
spent over $1 billion in 2014 on the Regis-
tered Education Savings Plan (RESP)." The
RESP is costly, ineffective, and primarily
used by higher-income families that need
the least financial help to pay for post-sec-
ondary education. In 2014, the total price
tag for the federal government’s tax credit
and savings schemes was over $2.9 billion.”

First Nations students

The federal government has a moral and
legal responsibility to provide for the well-
being of First Nations, Inuit, and Métis
peoples, including their access to post-sec-
ondary education. The Post-Secondary Stu-
dent Support Program (PSSSP) is the primary
mechanism by which status First Nations
and Inuit students receive financial support
from the federal government. Since 1996, an-
nual growth in funding for the PSSSP has
not been based on eligibility or enrolment,
but capped at 2% per year, although actual
increases have been closer to 1%.

But as inflation, population growth,
and tuition fees in most jurisdictions have
been far higher than 2% per year since 1996,
there has been an effective annual decrease
in per-capita funding over the past two dec-
ades. In fact, the number of First Nations
students receiving funding from the PSSSP
declined from 22,938 in 1997 to 18,729 in
2009, despite rising demand. It is estimat-
ed that between 2001 and 2006, over 10,500
students were denied funding, with roughly
3,200 more students per year denied fund-
ing moving forward as a result of the fund-
ing cap.B See the AFB First Nations chap-
ter for funding details.

University research

Recent federal budgets have directed re-
search funding to meet the short-term pri-
orities of the private sector and not broad-
er social needs, undermining basic research
and innovation. This drive to commercialize

university research has far-reaching conse-
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quences — from limiting academic freedom
and public ownership of research to discour-
aging private market innovation. In addi-
tion, federal funding increases directed to-
ward market-driven research programs are
leading to an unhealthy private-sector de-
pendency on universities for their research
and development. This corporate subsidy
contributes directly to Canada lagging be-
hind other OECD countries in private sec-
tor investment in in-house research and de-
velopment capacity.

Apprenticeships
and skills-based training

Former prime minister Stephen Harper de-
clared Canada’s so-called skills shortage
“the biggest challenge our country faces”
when it comes to future economic growth.
But the previous federal government likely
contributed to the shortage through budget
cuts that put Canada near the bottom of the
industrialized world when it comes to pub-
lic investment in skills training. Cuts to Sta-
tistics Canada and the elimination of core
funding from multi-stakeholder organiza-
tions such as the Canadian Apprenticeship
Forum, Canada Labour Business Centre,
and Canadian Council on Learning resulted
in flawed labour market information and
public policy advice. The government also
made it more difficult for Canadians to ac-
cess training programs to address alleged
skill shortages. Employment insurance (EI)
eligibility was restricted, with only 40% of
unemployed Canadians qualifying for bene-
fits and training. Those not covered by EI
had funding for training programs slashed.
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AFB Actions
Eliminate tuition fees in Canada

The AFB calls for the introduction of a fed-
eral Post-Secondary Education Act.** The
legislation should be modelled on the Can-
ada Health Act, ensuring that principles of
accessibility, comprehensiveness, collegial
governance, public administration, and aca-
demic freedom are upheld. Within the act
anew, dedicated post-secondary education
cash transfer will be introduced.

The federal government will provide
funding equal to 50% of the amount need-
ed to eliminate tuition and other fees in the
most expensive province, growing annual-
ly based on enrolment and inflation escal-
ators. All provinces will receive the same
per-student federal funding irrespective of
their present tuition level. The cash transfer
will be conditional on the provinces work-
ing with the federal government to elimin-
ate all tuition and ancillary fees.

The elimination of tuition fees will dra-
matically lower student financial need dur-
ing studies, reducing government expendi-
ture on the CSGP and PSSSP, at a federal
cost of $3.3 billion for the 2016—-17 academ-
ic year. A portion of the funding needed to
eliminate tuition fees ($1 billion) would come
from the cancellation of the Registered Edu-
cation Savings Plan (RESP), Canada Educa-
tion Savings Program (CESR), and Canadian
Learning Bond (CLB).

Research funding and scholarships

The AFB will end the narrow funding focus

and short-term commercialization approach.



TABLE 4 Federal Expenditures to Eliminate Canadian Student Tuition ($mil)

NL PEI NS NB Qc ON MB SK AB BC Total
2016-17 $48 $12 $116 $59 $610 $1,580 $131 $ 104 $ 361 $266 $3,286
2017-18 $ 47 $12 $116 $ 58 $628 $1,612 $134 $ 107 $372 $271  $3,357
2018-19 $ 47 $12 $116 $58 $647 $1,644 $136 $ 110 $383 $277  $3,429

The federal granting agencies’ base budgets  these surpluses into EI training programs
will be increased by 10%, with greater funds  to expand access. This will provide more
asymmetrically allocated to the social sci- unemployed Canadians the opportunity to
ences and humanities. In addition, the AFB  get the training they need to get back into
will increase the number of Canada Gradu-  the workforce (also see the AFB Employ-
ate Scholarships to 3,000 consistent with ~ ment Insurance chapter).
average growth of the program since 2003. g illion to i 1ab Ket
¢ $15 million to improve labour marke
These will be distributed proportionately . f5 t' P
information
among the research granting councils ac-
cording to enrolment figures. ¢ $50 million over ten years to create a na-
ding t 1 tfi $ illi t t t
tional Labour Market Partners Forum
Apprenticeships ¢ $300 million to help unemployed Can-
and skills-based training adians who do not qualify for EI
The AFB will launch a comprehensive na- ¢ Raise $300 million by canceling the Can-
tional strategy to help Canadians get the ada Job Grant
skills training they need to find and keep $ Tlion i ticeshi
. . . ¢ $35 million improve apprenticeshi
good jobs. It will also establish a new Work- eaini P PP P
rainin
place and Employee Survey to improve Can- 8
ada’s labour market information system and
help stakeholders make informed train- Notes
ing decisions. Additionally, the AFB will
provide funding to bring key stakeholders 1 Canadian Association of University Teachers (2014).
together th hth i f i 1 cAUT Almanac of Post-Secondary Education in Canada.
ogether through the creation of a nationa
Labour Market Partners Forum. This will al- zagfmfrgf;:::ﬁiﬁlBUdget Officer (2015).
u e .
low major labour market issues to be iden-
tified. and a forum for public policy advice 3 Statistics Canada (2015). University Tuition Fees,
’ 2014/2015.
to be provided. - . .
i . 4 Statistics Canada (2013). Tuition and Living Accom-
With the employment insurance ac-  modation Costs for Full-time Students at Canadian De-
count projected to have annual surplus- gree Granting Institutions for Academic Years 1972-1973
es moving forward, the AFB will reinvest 02012-2013.
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Public Services

Background

During the federal election campaign, the
Liberal Party promised to create new pub-
lic service performance standards, stream-
line applications, reduce wait times, offer
“money-back guarantees,” and expand the
availability of in-person services. Improve-
ments were to begin within departments
administering employment insurance (EI),
veterans’ benefits, immigration, and El and
Canada Pension Plan (CPP) appeals. The
problems these reforms are meant to address
relate directly to cuts and restructuring in
the public sector made by the previous gov-
ernment. Simply put, there is insufficient
funding and staffing to provide the servi-
ces the public needs in a timely, accurate,
and transparent way.

Between the 2011 election and March of
2015, 25,318 positions were cut from core pub-
lic services and agencies.! Statistics Canada
estimates 50,000 jobs were cut over the same
period in the broader federal public admin-
istration, while departmental spending re-
ports show even more cuts were planned.?
The result has been decreased service quality
and a public service less able to do its job.?

Recent cuts have also harmed public re-
search and should be reversed. Although
partnerships between government, academ-
ic, and industry research institutes are im-

portant, the public sector alone maintains
the neutrality and tolerance to risk that is
so important for innovation and ground-
breaking research that is non-proprietary
and benefits all Canadians.*

Current Issues by Department
Canadian Food Inspection Agency

The Canadian Food Inspection Agency (CFIA)
lost 1,407 full-time staff positions between
2012 and 2016, representing 20% of its work-
force. Cuts of 720 positions came from pro-
grams that mitigate the risks to human
health from animals, fruit, and vegetables.
Programs that regulate food packaging and
production facilities saw staff cuts of 429
positions.> In 2014, there were 60% fewer
ground meat inspections than there were
in 2013. Fewer than half of the independent
food retailers inspected in 2013 were slated
for inspection in 2014.° Veterinarians and
scientists employed by the CFIA argue that
recent policy changes undermine Canada’s
culture of food safety.” More inspectors are
required, and policies that were amended
to facilitate industry self-regulation need
to be reversed.

It’s Time to Move On: Alternative Federal Budget 2016

117



118

Agriculture and Agri-Food Canada

The Liberal government has promised to in-
vest $100 million over four years to enhance
agricultural research. Treasury Board statis-
tics show that between 2011 and 2015, Agri-
culture and Agri-Food Canada shed 1,764
jobs. It would take over $100 million per
year to restore lost research capacity and
programs (see the AFB Agriculture chapter).

Environment and Fisheries

The Liberal government has promised to
conduct a review of recent changes to the
Fisheries Act and Navigable Waters Protec-
tion Act that undermined environmental
protection at the federal level. The govern-
ment commits to restoring the $40 million
that was cut from ocean and science mon-
itoring programs, putting $1.5 million back
into freshwater lakes research, and rein-
vesting in the Experimental Lakes Area. It
also has promised to enact the recommen-
dations of the Cohen Commission with re-
spect to increasing salmon stocks in Brit-
ish Columbia.

The Conservative government repealed
key portions of the Fisheries Act in June
of 2012, endangering habitats and remov-
ing triggers for impact assessments of ma-
jor projects. The Canadian Environmental
Assessment Act was replaced with a much
weaker version that restricts assessment
hearings. The Conservative government also
reduced environmental oversight in the Spe-
cies at Risk Act. These changes should all
be reversed, and ongoing National Energy
Board reviews of industrial projects should
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be halted until a transparent review of Can-
ada’s environmental assessment processes
can be undertaken.

Between 2010 and 2017, Environment
and Climate Change Canada (formerly En-
vironment Canada) will have cut 21% of
its staff, including 338 employees from the
climate change division. At Fisheries and
Oceans Canada, 30% of the staff positions
responsible for the Species at Risk Act have
been cut.® In 2014, the Federal Court ruled
the ministers of Environment and Fisheries
and Oceans acted unlawfully in delaying
the creation of recovery strategies for spe-
cies at risk. Department officials admitted
staff shortages were in large part to blame
for their inaction.® More than $100 million
in cuts were made at Fisheries and Oceans
Canada for water protection.®

Parks Canada

The Liberal government promises to invest
$25 million to reverse recent cuts to Parks
Canada, and to improve and better man-
age the environments in Canada’s national
Parks. This includes a commitment to cre-
ate 5,000 green jobs for youth and hire more
guides, interpreters, and other staff. At the
same time, longer seasons at Canada’s parks
should be restored, and staff who were laid
off should be rehired. Increased student
staffing would enable students to make a
fair wage, and be covered under health and
safety arrangements that have been negoti-
ated by unions with Parks Canada.



Statistics Canada

The Liberals have brought back the long
form census. Their platform also promised
to make Statistics Canada independent,
and provide it with the authority to release
key information that informs government
decisions.

Statistics Canada was one of the depart-
ments hit hardest by budget cuts during
the Harper years. One of the biggest losses
during this period was the elimination of
the mandatory long-form census. The long
form census is important to provinces, mu-
nicipalities, businesses, NGOs, academics,
pollsters and the news media as well as the
federal government.

Employment and Social
Development Canada

The effectiveness of any changes by the gov-
ernment to Employment and Social Develop-
ment Canada will be undermined if there
are too few public service employees to ad-
minister them. New staffing introduced in
the 2015 budget has not repaired the dam-
age caused by Conservative cuts." Accord-
ing to Treasury Board, 2,954 jobs have been
cut since 2011.2 This contributed to 26 mil-
lion calls to the EI helpline being blocked
between 2011 and 2013.3 The AFB will in-
vest $200 million per year to hire addition-
al EI employees to make sure all calls are
answered (see the AFB Employment Insur-
ance chapter).

Immigration

Canada currently welcomes over 250,000 im-
migrants a year. Given Canada’s aging popu-
lation there is a strong economic argument
to increase this number. There is an even
stronger moral argument for Canada to wel-
come more refugees. The World Bank esti-
mates that by 2030, between 35 and 122 mil-
lion people will be living in poverty because
of climate change.* Poverty and food short-
ages are leading to more migration. Canada
and other prosperous nations must begin to
plan for this new reality.” Increased resour-
ces are required for building capacity and
to meet ongoing demand. Visa offices and
the Refugee Board are both understaffed,
making it almost impossible for the depart-
ment to respond in a timely way to every-
thing from family reunification to adminis-

tering citizenship applications.*

Court Challenges Program

The Court Challenges Program, created in
1978, provided an average of $2.3 million an-
nually to help Canada’s disadvantaged and
marginalized bring Charter challenges relat-
ed to language and equality rights. The pre-
vious government cancelled the program in
September of 2006. Because of the length
of time it takes for cases to wind their way
through the courts, the Court Challenges
Program is still receiving minimal, though
inadequate, funding for existing cases.” The
AFB will reinstate this program, which pro-
motes increased opportunities for equality
within Canada’s justice system.
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Government Operations

Access to Information requests have been
increasing for a number of years. Time lim-
its are seldom met, and active unanswered
requests date back to 2009.® Departments
must be resourced to end backlogs and ad-
dress requests in a timely manner. The Liber-
al government has directed the justice min-
ister to “ensure that Canadians have easier
access to their own personal information,
that the Information Commissioner is em-
powered to order government information
to be released and that the Act applies ap-
propriately to the Prime Minister’s and Min-
isters’ Offices, as well as administrative in-
stitutions that support Parliament and the
courts.” The Liberal platform also commit-
ted to developing a new official languages
plan to support English and French linguis-
tic minorities, and to establish a free, online
service for learning and retaining English
and French as a second language. Increased
transparency in government and support
for bilingualism is welcome, but effective-
ly operationalizing these goals will require
additional resources.

Canada Revenue Agency

Canadians for Tax Fairness estimates that in
2014, Canadian corporations had $199 bil-
lion hidden in the top ten tax havens, with
more recent research showing Canadians
have at least $40 billion stashed away in
Switzerland alone.? From 2011 to 2015, the
Conservative government cut almost 1,800
jobs at the Canada Revenue Agency.? Hun-
dreds of senior auditors were laid off.
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The Liberal government has committed
to “[ilnvest additional resources to help the
CRA crack down on tax evaders and work
with international partners to adopt strat-
egies to combat tax avoidance.”? It also says
it will develop a better client relationship
that includes proactively contacting Can-
adians when they are entitled to tax bene-
fits they are not receiving, creating returns
for those with lower or fixed incomes, sup-
porting more people who want to file paper-
less tax returns, and ensuring all CRA cor-
respondence is user-friendly. The CRA does
not currently have the capacity to fulfill these

promises without more resources.

Canada Post

Canada Post has created revenue for the gov-
ernment in all but two of the past 17 years.
The 2014 Canada Post budget showed $194
million in profit. In the first quarter of 2015,
the corporation posted a pre-tax profit of
$24 million.> The Liberal party promised
to stop the planned cancellation of door-to-
door mail delivery. There are other options
for increasing revenue at Canada Post, in-
cluding postal banking, which research at
the corporation concluded to be a “proven

money-maker.”

Veterans Affairs Canada

The Liberal government has committed to
reopening the nine Veterans Affairs service
centres closed by the previous government,
hire more staff, and “fully implement all of
the Auditor General’s recommendations
on enhancing mental health service deliv-



ery to veterans.”” The same mandate let-
ter promises to provide greater education,
counselling, and training for families pro-
viding care and support to veterans, and to
budget $20 million for two new centres of
excellence in veterans’ care. Between 2011
and 2015, Veteran’s Affairs cut 915 jobs. Al-
though the promised 400 new service de-
livery staff will be welcome, more person-
nel will likely have to be hired.

Canadian Coast Guard

The Liberal government has promised to re-
open the Maritime Rescue Sub-centre in St.
John’s and the Kitsilano Coast Guard base
in Vancouver. The Conservative government
planned to cut $20 million and 300 full time
jobs from the Coast Guard.*

The Kitsilano Coast Guard base responded
to about 350 calls for rescues per year. Calls
for assistance must now be handled 17 naut-
ical miles and 35 minutes away. According
to the former commander of the Kitsilano
station, the fuel leak that occurred in April
of 2015 would have been responded to in 10
minutes instead of the several hours it took
had the base still been open.” The Mari-
time Rescue Sub-centre in St. John’s cov-
ered 900,000 square kilometers of ocean
and 28,956 kilometers of coastline, respond-
ing to more than 500 distress calls a year.

Besides reinstating these centres, the
AFB will also reopen the 10 Coast Guard
communications centres shut by the last

government.?

A healthy public service

The new government has promised to bar-
gain in good faith with public sector unions.
It has committed to implementing the Men-
tal Health Commission of Canada’s National
Standard of Canada for Psychological Health
and Safety in the Workplace, and to revok-
ing recent changes to labour legislation that
undermine fair representation, subvert the
bargaining process, and deplete health and
safety representation. Importantly, the gov-
ernment promises to stop muzzling public
service workers (scientists in particular) and
rein in political interference. Early meas-
ures toward this end are welcome, but more
needs to be done to ensure the independ-
ence and non-partisan role of the public
service is maintained.

P3 Privatization

The Harper government aggressively pushed
privatization and public-private partnerships
(P3s) throughout its decade in power. This
started with their so-called “Financial Ac-
countability Act” in 2006 that significantly
reduced transparency and accountability
for government procurement and P3s, was
accelerated with their creation of PPP Can-
ada Inc. the P3 Canada Fund and P3 screen-
ing for infrastructure projects in 2007, and
then clearly exposed their ideological bias
when they decreed that all projects receiv-
ing public transit funding would have to be
P3s in their 2014 Budget.

P3s cost far more than publicly financed
and operated projects because private finan-
cing costs far more and also because those
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in the P3 industry—including lawyers, fi-
nanciers, consultants etc.—make far more
from P3s, which is why they push them so
aggressively. But they hide the higher costs
using very creative accounting techniques
and by claiming that billions of dollars of
risk are shifted to the private sector. This is
false: numerous Auditor Generals have re-
viewed specific P3 projects and found they
cost more and deliver less.

Most recently, Ontario’s Auditor Gen-
eral reviewed 74 P3s under taken by that
province’s P3 agency, Infrastructure On-
tario, and found they cost $8 billion (or
29%) more than if they had been publicly fi-
nanced and operated. Moreover, she found
that there was not a shred of evidence for
claims of risk transfer, strong bias exhib-
ited in favour of P3s, reduced competition
with P3 projects, massive double counting
of costs, and a disturbing lack of adherence
to conflict of interest rules.

What’s even more disturbing since these
revelations is that construction giant SNC-
Lavalin, which was barred from competing
for World Bank contracts for an unpreced-
ented ten years following widespread char-
ges of fraud and corruption, including on a
P3 hospital in Montreal, has become even
more successful in winning multi-billion
dollar P3 contracts in Canada.

The higher costs of P3s aren’t just ab-
stract amounts that will be paid by future
generations: they are already resulting in
cuts to front-line services, particularly in
hospitals and health care.

The new Liberal government took a good
first step by removing the “P3 screen”—which
required that recipients of federal funding for
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large infrastructure projects consider P3s—
and also removing the requirement that fed-
erally-funded public transit projects be P3s.

AFB Actions

The AFB will reverse several of the cuts men-
tioned above and in other chapters. However,
many additional impacts on services from
past budget cuts have yet to be fully under-
stood or addressed. The AFB will introduce
a program review process to make the pub-
lic service more transparent and adaptive to
the needs of everyone, to be ramped up to
$2 billion per year. This review process will
prioritize the following needs:

e to 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 pub-
lic interest to do so;

e to create permanent employment by
ensuring temporary staffing agencies
are used only for short-term, unantici-
pated work;

e to enact legislation that protects all tem-
porary workers employed by the federal
government, including casual employ-
ees, temporary staffing agency employ-
ees, and students; and

e to review and reduce contracting-out
where required, with a view to redirect-
ing the anticipated savings into pro-
grams and projects in the broader pub-

lic interest.



e Eliminate the $1.25 billion P3 Fund that
subsidizes P3s—the only fund of this
type in the world—and eliminate PPP
Canada Inc. and redirect the remaining
funds to public infrastructure projects.

The federal government should intro-
duce comprehensive P3 and Procure-
ment Transparency and Accountability
Legislation and also conduct a full and
transparent review of the costs of feder-
al P3s and those funded by the federal
government. It should put a moratorium
on any further federal P3s or federally-
funded P3s pending results of this review.

The federal government should also can-
cel the Harper government’s Social Fi-
nance and Social Impact Bond initiative,
which are similar to P3s for social servi-
ces, and ensure that its proposed Can-
ada Infrastructure Bank doesn’t just be-
come another way for the public purse
to subsidize private finance and profits.
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Sector Development Policy

Resource Dependence Laid Bare

Canada no longer exports beaver pelts—and
it’s not because we ran out of beavers. It is
suddenly and painfully apparent, as oil prices
plunge by over 50%, that the bitumen boom
is not fundamentally different from previ-
ous staples waves. Basing Canada’s nation-
al economic strategy so centrally around a
temporary surge in one non-renewable re-
source has been an error in economic judg-
ment of historic proportions. The policy
challenge for Canadian governments has
never been to throw gasoline on the fire of
the latest resource boom (in hopes of spur-
ring a few more jobs while the good times
roll). Rather, the goal must be to manage
staples cycles to maximize their economic
and fiscal benefits, while minimizing their
costs (including, crucially their environ-
mental costs), and positioning the broader
economy for stability whenever the current
upswing inevitably turns down.

The outgoing federal government placed
the narrow interests of its core economic
base (the petroleum industry) ahead of the
priorities of nation-building, stability, and
sustainability. The lasting and painful con-
sequences of Canada’s ‘extractivist’ sectoral
policy are manifold, as is increasingly evi-
dent. This policy created an artificial surge
in Canada’s exchange rate to unjustified

and clearly unsustainable levels, far above
its normal (or “purchasing power parity”)
value. This made any Canadian-made prod-
ucts and services look far more expensive
in international markets than they actual-
ly were, undermining exports and business
investment. Canada’s capacity to add value
to its own resources has diminished appre-
ciably. Canada (unique among developed
countries) has now become a net importer
of technology and know-how.

As oil exports increased, there has been
a consequent decline in exports from vir-
tually all non-resource sectors (including
manufacturing, services, and tourism), and
a decline in the intensity of overall exports
relative to GDP (marking a sharp reversal of
previous globalizing trends). Canada is now
experiencing a merchandise trade deficit (in
contrast to Canada’s traditional trade sur-
pluses), as the collapse in non-energy trade
balances outweighs the expansion of energy
exports (see figure).

Perhaps the greatest casualty of this
“extractivist” approach to economic policy
has been Canada’s performance—and repu-
tation—in international environmental af-
fairs. The new federal Liberal government
supported an ambitious new target on cli-
mate change at the recent UN meeting in
Paris. While it is promising that leaders rec-
ognized the need for greater ambition, in

It’s Time to Move On: Alternative Federal Budget 2016

125



FIGURE 13 Canadian Energy and Non-Energy Trade Balances
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the form of a 1.5 degree target, rather than
two degrees, it is not clear that politicians
and negotiators understood the details of
what that entails. For Canada, this means a
more ambitious domestic GHG emission re-
duction target in line with Canada’s strong
support for a 1.5C global target in Paris. The
resulting policy vacuum on such an import-
ant issue has actually been damaging to the
petroleum industry (which would prefer a
known, consistent strategy, instead of con-
tinued uncertainty regarding carbon pricing).

The outgoing federal government has
not only failed to support the fragile inter-
national process of regulating GHG emis-
sions, it has actively subverted and sabo-
taged that process—quite rightly earning
the scorn of a concerned global citizenry.
Along with similarly extractivist Australia,
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Canada is now widely recognized as having
the worst climate policy of any developed
country. Surging GHG emissions from pet-
roleum production (especially bitumen)
have fully squandered hard-won emissions
reductions achieved in other sectors—such
as Ontario’s important (and expensive) elim-
ination of coal-fired electricity generation.
In short, the petroleum industry has been
an irresponsible free-rider: taking advan-
tage of the conservation efforts of other Can-
adians, not to mention the well-being of fu-
ture generations everywhere.

Now the fragile foundation for the ex-
tractivist model has been suddenly exposed.
World markets have reminded us that oil
prices go in both directions. Indeed, the long-
run tendency is for stagnation or even de-
cline in basic commodity prices (due part-



ly to new technologies of extraction, and
partly to shifts in consumer demand); oil is
no different. Canada’s economic history is
dominated by successive temporary waves
of staples development. Each one generates
short-term prosperity for some Canadians,
but is followed by crushed dreams and en-
vironmental damage in its wake when the
bubble eventually bursts.

In light of our dangerous over-reliance on
this one non-renewable resource extraction
industry, the ongoing decline in oil prices
will cause significant economic, social, and
fiscal consequences for some industries and
regions in Canada. At the same time, how-
ever, the petroleum downturn also creates
a moment of opportunity for Canada: to re-
think how we manage resource extraction
industries (and petroleum in particular), to
reassert the need for a more balanced and
diversified spectral composition of the na-
tional economy, to reemphasize the neces-
sity of adding value to Canada’s resource
wealth at every stage of production, and to
find better ways of integrating and align-
ing the needs of prosperity and job-creation
with the needs of sustainability. In short,
the time has never been better for an active
sector development strategy.

The Rationale for Sector
Development Strategy

The goal of sector development policy is to
promote more investment, production, em-
ployment and exports in strategically im-
portant sectors of the economy. The means
is a more desirable sectoral mix of output

and employment, with a stronger presence
for high-value, high-wage, innovation-in-
tensive, export-oriented, and environment-
ally advanced sectors. The successful state-
led industrialization experience of several
Asian and Latin American economies in re-
cent decades, on the basis of pro-active policy
interventions, suggests that innovative, pro-
ductivity-enhancing growth does not occur
spontaneously as a result of market forces.
Rather, it must be spurred and nurtured by ac-
tive policy interventions. The toolbox used by
these other countries is diverse and creative:
including targeted subsidies, strategic trade
interventions, active industrial strategies in
high-tech industries, domestic procurement
strategies, and even public ownership of key
firms. These approaches have been more ef-
fective in promoting innovation, industrial
development, and export success than Can-
ada’s market-driven approach.

AFB Actions

The AFB will contribute to creating a Can-
adian economy in which high-value, in-
novative industries have a larger presence,
creating higher-income jobs, enhancing
environmental sustainability, and partici-
pating successfully in international trade.
The following are the major compon-
ents of the AFB’s vision for sector develop-
ment. The total annual budgetary cost of
these measures amounts to $500 million per
year. Additional resources to support cap-
ital investments in strategic industries will
also be mobilized through the Canada De-
velopment Bank, described below:
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1. Establish a system of sector
development councils

The federal government will work with
other stakeholders (including provincial
governments, labour organizations, in-
dustry associations, businesses, universi-
ties and colleges) to establish a network of
sector development councils. These coun-
cils will be established for goods and servi-
ces producing industries that demonstrate
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 investment and employment
in Canada, develop and mobilize Canadian
technology, utilize technologies developed
in educational institutions for broader com-
mercial applications, invest in sustainable
products and practices, and expand value-
added exports. In this way, the councils
would constitute the first step in rebuild-
ing Canada’s broader national capacity for
sector development planning. Each council
will develop a medium-range plan for devel-
oping its sector, and a short-list of action-
able items to help attain that plan’s targets.
The sector development council system will
be supported with an annual operating
budget of $50 million to support the Coun-
cils’ work, commission research, and per-
form other infrastructural tasks. (Actionable
policy initiatives that arise from their rec-
ommendations would be financed through
other policy vehicles, including those list-
ed below.)
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2. 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 strategic sectors.
In some sectors, immediate measures can
be taken. Measures will be funded through
a $450 million annual budget allotment
supporting sector development initiatives
(as well as through debt and equity invest-
ments funded through the Canada Develop-
ment Bank, described below). Immediate
initiatives would include:

e National Automotive Strategy: The feder-
al government has already established
a $500 million five-year allotment to
support investments in strategic auto-
motive manufacturing facilities. How-
ever, this money is not being spent be-
cause of restrictive terms and the lack
of an appropriate encompassing policy
framework (including supportive trade
and procurement policies). The federal
government will work with the indus-
try, with provincial governments, and
with Canada’s scientific and innova-
tion stakeholders to implement a com-
prehensive and consistent auto strat-
egy including co-investments for major
new projects in auto assembly and auto
parts, supports for innovation and infra-
structure, and recruiting a new genera-

tion of skilled workers.

e Aerospace: Aerospace and space tech-
nology is a rare example of a Canadian
high-technology industry that more
than carries its weight in internation-



al trade. Future Canadian production
must be supported through an indus-
try cluster program that features sup-
port for new technology and product
programs; procurement and offset pro-
visions relating to large Canadian aero-
space purchases; and consolidation of
funding for Canadian space and satel-
lite programs. This approach will require
further active partnerships with Can-
adian aerospace producers (through the
continuation and expansion of the ex-
isting Strategic Aerospace and Defense
Initiative), with special emphasis on
supporting new product programs that
improve fuel efficiency and reduce avi-
ation greenhouse gas emissions.

Specialty Transportation Equipment: Ma-
jor overdue investments in public trans-
portation systems are boosting the de-
mand for buses, subway cars, and other
specialty transportation equipment.
An integrated federal-provincial strat-
egy will be developed to maximize the
potential for new transit projects (part-
ly funded through federal programs)
to utilize Canadian-made transporta-
tion equipment. This will also require
the preservation of domestic procure-
ment authority in the face of challen-
ges from future trade agreements. In
the railway industry, too, booming traf-
fic and strengthened safety standards
will motivate enormous investments in
new rolling stock in coming years. The
federal government, through its regula-
tory powers in transportation, can elicit

commitments from railways for strong
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Canadian content in those new capital
purchases.

e Primary Metals and Metal Products: Every

year, Canada imports $4 billion of steel
from offshore, but exports only about $1
billion. This severe trade imbalance sub-
tracts jobs from Canadian steel mills and
adds carbon to the global atmosphere.
For example, producing a ton of steel in
China emits about three times as much
greenhouse gas as producing it in Can-
ada. Foreign investors took over all of
Canada’s steel mills in 2007 and 2008.
Enforcing their Investment Canada Act
commitments is critically important to
maintaining Canadian production and
employment. Procurement policy should
give preference to domestic steel over
offshore imports. Trade remedies must
be used to stop countries with lower
labour and environmental standards
from dumping steel into the Canadian
market. In particular, workers and their
unions should be allowed to participate
in trade-remedy cases.

e Digital Export Strategy: Film, screen pro-

duction, software, and electronic gam-
ing have emerged as important export
industries in recent years, and Canada’s
potential to successfully participate in
these growth industries is not being
fully utilized. Resources allocated to
support Canadian production and ex-
port (through the Canada Media Fund,
and various industry specific programs
in film, digital, and other media) can be
supplemented through the new sector
development envelope. Following the
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successful Finnish model, the Canada
Development Bank (described below)
can invest in equity shares in promising
firms, allowing them to sustain a long-
er-run and growing presence in Canada
(instead of selling out to foreign produ-
cers as soon as they show early signs of
success).

e Green Energy Manufacturing and Skills:
Current initiatives in energy policy hold
great potential to stimulate the Canadian
manufacture of components for solar,
wind, and other green energy systems.
Federal policy can complement and sup-
port these initiatives with a refundable
investment tax credit for new capital and
tooling in green energy manufacturing,
and support for skills development for
new “green collar” jobs in the alterna-
tive energy, building retrofit, and con-
servation industries.

Forestry: The forestry and wood/paper
industries suffered immense damage in
recent years (due partly to the effects of
an overvalued currency, and partly to the
sever downturn in U.S. residential con-
struction that followed the 2008 finan-
cial crisis). The industry is poised for a
significant rebound, as the loonie re-
turns to earth and the U.S. economy re-
covers. Support for the industry’s sustain-
able recovery will be provided through a
continuation and expansion of the For-
est Industry Transformation Program,
with measures to enhance technology
upgrades; the production of value-add-
ed forestry, wood, and paper products;

energy conservation, cogeneration, and
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other sustainable practices; and new
skills required for sustainable forestry
and forestry products production.

3. 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 the Canadian economy. The Invest-
ment Canada Act, with its vague and in-
effective “net benefit test,” will be scrapped
and replaced with a new Canadian Owner-
ship Act, which will specify the methodol-
ogy for a more meaningful and transparent
cost-benefit test. For a takeover to be ap-
proved, a foreign investor must make bind-
ing commitments to production and em-
ployment levels, new investments in fixed
capital and technology, and an expansion
of Canadian content in supply contracts
and other inputs. In general foreign take-
overs of resource properties would be pro-
hibited, unless a strong case is made that
the application of technology and capital by
the foreign purchaser would truly enhance
the productive capacity of Canadian firms.

4. Revise monetary policy mandate
to consider exchange rate

The Canadian dollar has lost international
value over the last two years in tandem with
the weakening of oil prices. The dramatic
rise and fall of the loonie is a destabilizing
and destructive side-effect of unregulat-
ed resource exports (and lightly regulated
foreign takeovers of resource companies).
While the dollar was soaring, free-market



advocates adopted a “what-me-worry” at-
titude, claiming it was a natural market
development that should not be interfered
with, and that the gains generated by re-
source exports would more than offset the
losses from industries (especially manufac-
turing) squeezed out by an overvalued dol-
lar. This optimism was hardly justified. Even
as the Canada-US exchange rate falls to the
lowest level it has seen in over a decade, the
lessons of this painful and unnecessary de-
tour must be learned by our policy-makers.

Placing limits on foreign takeover of re-
source companies, and slowing the pace of
future resource developments, will auto-
matically lessen future upward pressure on
the Canadian currency. The Bank of Can-
ada refused to intervene when the dollar
was soaring, unlike central banks in many
OECD countries, which acknowledge the
importance of exchange rate management.
Its monetary policy mandate should now
be altered to include explicit reference to
the need to maintain the exchange rate at
an internationally competitive level. This
reform will justify future interventions by
the Bank when currency markets go awry
again, and will short-circuit future specula-
tive rallies by altering the expectations of fi-
nancial investors and currency traders (who
will come to understand the likelihood of
central bank reactions).

5. Establish a Canadian
Development Bank

To provide financing for sector develop-
ment strategies (including the proposals
developed from within the sector develop-

ment councils), the federal government will
capitalize a new publicly-owned economic
development bank, the Canadian Develop-
ment Bank. This new public bank will have
the power to create credit and allocate it to
innovative projects in targeted sectors of
the economy. It will also be authorized to
take equity stakes in firms or projects with
strategic value. The use of publicly-owned
development banks has proven an effect-
ive sector development tool in many other
regions (in Asia, Europe, and Latin Amer-
ica). It would evaluate and fund potential
projects on the basis of broader criteria, in-
cluding an integrated social cost-benefit an-
alysis, than would normally be considered
by private investors.

The CDB would have the mandate to cover
its cost of capital on a net break-even basis
(across its portfolio of investments). The fair
value of those investments will be reflected
on the asset side of the government’s balance
sheet, and hence the bank’s initial capitaliz-
ation (we propose an initial capital stock of
$2 billion) is recorded as an investment by
government (not a current expense). With
interest rates even on very long-run govern-
ment bonds (as long as 50-year maturities)
at record lows (and near zero in expected
real terms), this is an excellent moment to
establish the bank. The stockpile of idle cash
and liquid assets held by Canadian non-fi-
nancial businesses now exceeds $600 bil-
lion. CDB investments will help to address
the continuing failure of private business-
es to reinvest their surplus cash flow in job-
creating Canadian projects.
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Seniors and

Retirement Security

Background

In 2015, the number of people in Canada
aged 65 and older exceeded, for the first
time, the number of children under the age
of 14. One in six people in Canada today is
a senior, and it will reach one in five in less
than a decade.

Changing demographics will affect all
parts of the country, but regional strains
will emerge as ageing occurs more rapidly
in some places than others. In less than 20
years, seniors could make up nearly one-
third of the population of Newfoundland
and Labrador, but just 18% of Alberta’s
population.? This would constitute a dra-
matic shift from even 10 years ago, when
just a few percentage points separated the
oldest from the youngest provinces.

Differential ageing will reinforce ten-
sions in Confederation with respect to Ot-
tawa’s largest transfers to the provinces
and territories — the Canada Health Trans-
fer and the Old Age Security program bene-
fits. Retirement income is already a growing
component of total income in communities
across Canada.> However, there are serious
gaps and weaknesses in the system when it
comes to ensuring adequate retirement in-

comes for an ageing population.
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For instance, retirement saving as a share
of employment earnings rose between 1990
and 2012.% Yet this increase was entirely at-
tributable to a rise in workplace pension
contributions, offsetting a drop in retire-
ment savings plan contributions. Indeed,
individual savings plan contributions fell
as a share of employment earnings, and as
a share of all contributions to retirement
saving vehicles.

The percentage of paid workers in Can-
ada with a registered pension plan at work
has fallen from 46% in 1977 to below 38%
in 2014.° In absolute terms, there were few-
er members in private sector plans at the
start of 2014 than at the end of 2008, and
the absolute number of defined benefit
plan members has been in near continual
decline since 2005.° The increase in tem-
porary, casual, and contract jobs with no
benefits means that a growing number of
workers cannot expect to have a pension
at work in the future.

As many as half of middle-income ba-
by-boomer households can expect a signifi-
cant drop in living standards in retirement.”
Amidst a sluggish and uncertain econom-
ic recovery, difficult employment prospects
of younger cohorts are compounding the
income challenges of retired and near-re-



tired Canadians. Premature Registered Re-
tirement Savings Plan (RRSP) withdrawals
remain at elevated levels, and reports are
commonplace of parents taking on debt and
delaying retirement to support adult chil-
dren who cannot obtain sustained employ-
ment with decent incomes and benefits.®

If current trends continue, an ageing
population will rely more heavily in the
future on public pensions for income. Yet
public pensions remain a largely residual
element in a system resting primarily and
precariously on voluntary saving in private
retirement income vehicles.?

Current Issues

In its April 2015 budget, the federal Con-
servative government reduced the minimum
withdrawal factors for Registered Retire-
ment Income Funds (RRIFs) for the 2015 and
subsequent tax years. The estimated feder-
al cost of this measure will be $670 million
between 2015-16 and 2019—20.

The 2015 federal election significant-
ly changes the pension reform landscape.
The newly elected Liberal government has
committed to repealing a planned increase
in the eligibility age for Old Age Security
(OAS) and the Guaranteed Income Supple-
ment (GIS) benefits. These programs are the
foundation of Canada’s retirement income
system and provide a guaranteed annual
income to 95% of Canadian seniors aged
65 and older.

The OAS and GIS benefits depend on
residency and income, rather than partici-
pation in paid employment, and are particu-

larly important to women and low-income
seniors. In fiscal year 2014—15, OAS program
expenditures amounted to $44.1 billion, a
5.5% increase over the previous year. These
expenditures are projected to continue rising
at this pace, reaching $46 billion in 2015-16
and $60.2 billion in 2020—21.%°

Canada’s compulsory earnings-based
pension, the Canada Pension Plan (CPP),
remains stably funded; the Chief Actuary
of Canada projects the combined employer-
employee contribution rate of 9.9% is suffi-
cient to fund the plan at least through the
year 2090. Virtually all workers in Canada
participate in the CPP (or Quebec Pension
Plan in that province): it is fully portable,
inexpensive, and delivers a secure, predict-
able monthly benefit in retirement, protect-
ed against inflation, for the remainder of a
retired worker’s life. The CPP is publicly ad-
ministered on a not-for-profit basis.

Saving through the CPP is far more ef-
ficient than through voluntary individual
plans and even many pooled schemes offered
on a for-profit basis by the financial indus-
try where fees can be quite high.” The aver-
age annual per-household expense of sav-
ing through the CPP is about $120 — roughly
8% of the $1,600 per-household cost each
year for the management and administra-
tion of retirement savings—related mutual
funds (RRSPs, RRIFs, and Tax Free Savings
Accounts).”? Compounded over a lifetime of
savings, these high mutual fund fees and
charges can reduce the value of retirement
savings by half.

The principal drawback of the CPP from
its inception is that the benefit level has
been too low. In 2016, the CPP will pay a
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maximum of $1,092.50 a month; in Novem-
ber 2015, the average CPP monthly retire-
ment benefit paid was $550. On average,
women received a retirement benefit of just
two-thirds the average for men — $448 per
month compared to $660 for men. Seniors
struggle to live in dignity on this low amount
even when combined with other pensions
and supplements.

By law, changes to the CPP’s benefit level
must have the consent of at least seven prov-
inces representing two-thirds of the popula-
tion of Canada. Ontario, with 38.5% of the
population, holds an effective veto in this
process. Amidst the impasse in CPP expan-
sion discussions after December of 2013, the
Ontario government moved ahead with its
own Ontario Retirement Pension Plan (ORPP)
with an initial January 2017 implementation
date, excluding members of “comparable”
workplace plans. The plan would seek to re-
place 15% of pre-retirement income.

The debate over CPP expansion will
hinge partly on universality versus a “tar-
geted” approach. A universal plan will have
administrative and cost advantages over one
that attempts to exempt low-income indi-
viduals or those who are part of “compar-
able” workplace pension plans. From the
Working Income Tax Benefit to federal and
provincial tax credits for contributions, the
federal and provincial governments have a
range of options available to expand cover-
age and help lower and modest-income in-
dividuals participate in the CPP.

The GIS clawback imposes severe re-
ductions in the incomes of low- and mod-
est-income seniors. Eligibility for the GIS is
determined every year based on the previ-
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ous year’s income. From the first dollar of
monthly income, the maximum GIS bene-
fit is reduced by 50 cents for every dollar
of income from CPP, private pensions, em-
ployment insurance, rental income, and
employment and self-employment income
above $3,500. This is in addition to any re-
duction to the GIS top-up, which is reduced
by 25 cents for every dollar of income in ex-
cess of $2,000 for GIS single recipients and
$4,000 of combined income for couples.

The new federal government has com-
mitted to increasing the maximum GIS by
$920 a year for single seniors and boosting
the amount of income exempted by $1,000.
A greater impact in reducing old-age poverty
could be accomplished by increasing the GIS
to an annual maximum of $1,300 for single
seniors and by $910 per senior in a couple.
The government also committed to an al-
ternative “senior’s price index” for adjust-
ing OAS and GIS benefits, which takes place
four times a year to reflect changes in the
all-items index from the Consumer Price In-
dex. (The adjustment is only upwards; bene-
fit levels do not fall if the CPI declines.) The
argument has been made that the different
pattern of consumption expenditures by
seniors (e.g., higher health care costs and
lower transportation costs than other age
groups) means the CPI all-items index does
not adequately reflect the rising cost of liv-
ing for seniors.®

In Canada, the health and personal care
price index has increased more slowly than
the all-items CPI since 2012. Nevertheless,
over the long run, nominal wages can be ex-
pected to increase faster than prices, which
means the inflation-indexed OAS will de-



cline in value relative to the average wage
and salary. The AFB proposes to index the
OAS to the average industrial wage and sal-
ary instead of CPI.

Following the lead of several provinces,
the federal government initiated consulta-
tions in April 2014 around introducing a tar-
get-benefit pension plan framework for fed-
erally regulated private sector employers
and Crown corporations. These approach-
es have introduced a new and dramatic step
that would withdraw the legal protections
on defined benefit pension benefits earned
through past service, as well as the legal re-
quirement on employers to fund those bene-
fits. These benefits would instead be retro-
actively converted to contingent, “target”
benefits that could be reduced in the future
if the plan experiences a shortfall.

In the new framework, pension benefits
are provided to the extent that investment
returns and the performance of the fund
permit it. Employers are no longer obligat-
ed to increase contributions if necessary
to the extent required to fund the benefit.
This effectively allows employers to renege
on past pension promises and shifts pen-
sion risks — for both past and future ser-
vice —entirely to plan members, both ac-
tive and retired.

The previous federal government stopped
short of introducing legislation permitting
conversions to target-benefit plans. During
the election campaign, the Liberal Party sig-
nalled its openness to target-benefit plan
conversions going forward, while respect-
ing accrued benefits. The AFB will prohibit
the conversion of defined benefit to target-
benefit plans and seek ways to preserve and

expand defined benefit pension coverage in
the federal sector.

AFB Actions

Increasing the eligibility age for OAS, GIS,
the Allowance, and Allowance for the Sur-
vivor, as the previous government proposed,
will disproportionately impact low-income
seniors. Accordingly, the AFB will return
the eligibility age for benefits to 65 from 67,
in the case of OAS and GIS, and from 62 to
60 in the case of the Allowance and Allow-
ance for the Survivor.

The AFB will also double the CPP’s re-
placement rate from 25% to 50% of pension-
able earnings. Increased contributions will
be phased in over a seven-year period. The
current service cost of the CPP — the present
value of the future CPP benefits earned in
2013 —is an estimated $27.6 billion, or 6.4%
of contributory earnings.* Increasing the
combined contribution rate by 6.4 percent-
age points from 9.9% to 16.3% would be suf-
ficient to double future retirement, disabil-
ity, survivor, children’s, and death benefits,
and cover operating expenses as well.

In order to cushion the impact on low-
income earners of increased CPP contribu-
tions, the AFB will cap RRSP contributions
at $20,000, a level that will affect only those
making $110,000 or more, saving the gov-
ernment $1.1 billion a year. These savings
will be allocated toward increasing the in-
come tax credit for CPP contributions made
by low-income earners.
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The AFB will eliminate pension income
splitting, leading to annual savings of $1.1
billion.

The AFB will triple the GIS top-up bene-
fit for seniors and double the point at which
the seniors’ top-up benefit is reduced. This
would boost incomes for the poorest sen-
iors by $1,300 a year for single seniors and
$910 a year for seniors in a couple. These
two measures will achieve an estimated 23%
reduction in the after-tax low-income meas-
ure among seniors, at a cost to the govern-
ment of $1.8 billion a year.

Finally, the AFB will index OAS to the
average industrial wage and salary instead
of the CPI all-items index to ensure the flat
retirement benefit keeps up with earned

incomes.
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Trade Policy

Background

Trade has long been a crucial component
of the Canadian economy and efforts to
enhance trade and investment are essen-
tial. Free trade agreements (FTAs) and For-
eign Investment Promotion and Protection
Agreements (FIPAs) are ostensibly meant to
do just that, but Canada’s experience with
both FTAs and FIPAs over the past 25 years
has not been universally positive. Instead
of benefiting all Canadians through wide-
ly shared economic prosperity, the post-
NAFTA era of trade and investment liberal-
ization has seen notably slower economic
growth, a surge in corporate concentration,
and heightened income inequality.! Gains
from free trade, in other words, have gone
overwhelmingly to a wealthy few.
Meanwhile, these FTAs and FIPAs have
granted considerable rights to multination-
al corporations at the expense of citizens,
eroded quality work in many industries,
deepened structural weaknesses in the Can-
adian economy, and restricted the capacity
of governments to act in the public interest.
Importantly, these treaties leave our govern-
ments with a reduced capacity to address
emerging social and economic challenges,
including the threat of climate change, and
areduced capacity to manage Canada’s re-
source development more sustainably.

Almost all Canadian FTAs and FIPAs since
NAFTA ban performance requirements, min-
imum domestic processing rules, and other
regulatory actions that federal and prov-
incial governments could once deploy to
maximize the economic value of Canada’s
extractive industries. Consequently, rather
than use our natural resource wealth as a
springboard to economic diversification and
sustainable sovereign development, as in
Norway, Canada remains overwhelmingly
dependent on the vagaries of international
commodities markets and foreign investors.
Canada’s overreliance on resource exports
was obvious in 2015, as a drop in global oil
prices tipped the entire Canadian economy
into recession.

As a growing number of Canadians are
realizing, while “free trade” agreements do
not protect good jobs or create many new
ones, they do grant special rights and pro-
tections to foreign investors. Through FTAs
and FIPAs, multinational corporations from
dozens of countries are able to sue Can-
adian governments outside the court sys-
tem for actions that might impair their in-
vestments, including environmental and
public health rules. Canada has already
paid out hundreds of millions of dollars in
compensation to corporations and backed
away from public interest regulations as a
result of this investor—state dispute settle-
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ment (ISDS) mechanism. In 2015 alone, Can-
ada lost two high-profile NAFTA claims re-
lated to resource management.? There are
nine active ISDS cases against Canada in-
volving billions of dollars in damages claims

from U.S. investors.3

“Free Trade” deals in the 21° century

Unfazed by the failings of the FTA agenda
thus far, Canada is currently engaged in a
flurry of trade and investment treaty activity,
headlined by the Canada—-European Union
Comprehensive Economic and Trade Agree-
ment (CETA) and the Trans-Pacific Partner-
ship trade agreement (TPP), both described
in more detail below. This new generation of
treaties is characterized by a common set of
problematic features that build on and ex-
tend the NAFTA model.

First, these agreements are almost al-
ways negotiated in extreme secrecy. Rath-
er than consult with the public (or even, in
some cases, with Parliament), trade minis-
ters (with guidance from the Prime Minis-
ter’s Office) and unelected bureaucrats have
complete control over Canada’s trade and
investment agenda. Remarkably, corporate
lobbyists and other industry representatives
are often given a special role in the negotia-
tions even as unions, NGOs, academics, and
other civil society actors are deliberately ex-
cluded. By the time the final text of a deal is
made public, it usually cannot be changed.

Second, these agreements go well be-
yond traditional trade issues, such as tar-
iffs and quotas, to address a wide range of
regulatory and policy matters including in-
tellectual property rights (IPR), government
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procurement, and the provision of public ser-
vices. The TPP and CETA, for example, will
require Canada to make changes to its do-
mestic copyright and patent rules that will
increase drug costs for consumers, despite
current legislation meeting all of Canada’s
existing global obligations. Where govern-
ment measures are found to breach Can-
ada’s commitments in any of its internation-
al trade treaties — even where the legislation
is constitutional, passed in the public inter-
est, and treats foreign and domestic invest-
ors in exactly the same way — those meas-
ures can be overturned.

Third, these agreements give new and
enhanced rights to corporations at the ex-
pense of government sovereignty and the
public interest. The ISDS mechanism that is
now commonplace in FTAs and FIPAs raises
multinational corporations to a level on par
with states. Through this quasi-judicial sys-
tem, foreign investors can bypass domestic
courts to challenge almost any action taken
by governments before largely unaccount-
able arbitration panels.

Fourth, these agreements lack substance
on important social, developmental, and
environmental issues. Whereas foreign in-
vestors are granted extraordinary, enforce-
able rights through ISDS, the protections
granted to workers and the environment
in FTAs and FIPAs are at best aspirational
and at worst counterproductive. Despite as-
surances to the contrary from the Canadian
government and other proponents, these
agreements do not provide adequate pro-
tections for social, developmental, and en-
vironmental concerns — let alone enhance
the rights of workers or the environment.



New government, new approach?

During its tenure, from January 2006 to Oc-
tober 2015, the federal Conservative govern-
ment made the signing of new FTAs and FIPAs
a top foreign and economic policy priority.
The Conservatives signed or ratified seven
FTAs, bringing Canada’s total to 12. They
also signed or ratified 18 FIPAs, bringing
Canada’s total to 36. The government con-
cluded several other major agreements that
have not yet been signed or ratified.

Canada’s new Liberal government has
expressed its support for this free trade
agenda, but it promises a more pragmatic,
evidence-based approach to new FTAs and
FIPAs.4 It says it will provide greater sup-
port to the groups and industries that may
be most negatively affected by these agree-
ments. It has also promised a public review
of some pending deals. However, the new
government has not indicated it will chal-
lenge the underlying logic of trade and in-
vestment liberalization or question the most
problematic provisions of these deals, such
as ISDS. It has also not guaranteed a more
open and inclusive negotiating process mov-
ing forward.

Current Issues

2015 was another busy year on the trade file
for Canada. The 12-country Trans-Pacific
Partnership made headlines when negoti-
ations were declared complete in October.
Canada also ratified an FTA with Korea and
a FIPA with Serbia, signed FIPAs with Bur-
kina Faso and Guinea, and concluded (but
did not sign) an FTA with Ukraine and a FIPA

with Hong Kong. Negotiations continue on
a further eight FTAs and 11 FIPAs, alongside
exploratory talks with four other countries.>

Notably, although Canada and the EU
concluded CETA negotiations in September
2014, there was little movement in 2015 and
itis unclear when the deal might be ratified.
Chinese officials have been pressing the new
Liberal government to launch free trade ne-
gotiations, but talks are not yet underway.

Trans-Pacific Partnership

The TPPis a U.S.-led plurilateral agreement
between 12 Pacific Rim countries includ-
ing Canada. After more than seven years of
talks, the negotiations were declared com-
plete on October 4, 2015 and the 6,000-page
text of the treaty was released publicly sev-
eral weeks later. The agreement was signed
on February 4, 2016 and each party now has
two years to ratify it.

The TPP is an archetypical trade and in-
vestment liberalization agreement built on
the NAFTA model. If ratified, it will likely
exacerbate the socioeconomic restructur-
ing described above without offering sig-
nificant benefits to many Canadians or Can-
adian industries. According to Canada’s
former trade minister, Ed Fast, the TPP, if
fully implemented, is estimated to give a
small $3.5-billion boost to Canada’s nearly
$1.8-trillion economy — an increase to GDP
of less than 0.2%.°

Despite offering few benefits, the TPP’s
costs are significant. Among other concerns
in the deal’s 30 chapters, the following are
noteworthy:
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e The TPP contains an ISDS mechanism
that will allow foreign investors from
TPP parties to sue governments in inter-
national arbitration courts. The deal will
deepen and widen Canada’s exposure
to these cases, especially from invest-
ors from Japan and Australia, where FDI
to Canada is highest.

The TPP will extend and entrench intel-

lectual property rights — through longer

copyright terms, stricter trademark pro-
tections, and longer patent terms in par-
ticular — that will reduce access to medi-
cines, restrict Internet freedom, and stifle
tech innovation in Canada. The TPP will
require amendments to Canada’s laud-
ed Copyright Modernization Act among
other laws, mainly to the benefit of multi-

national media corporations.

The TPP will create serious challenges
for key Canadian industries. The auto-
motive sector (and tens of thousands
of its employees) is threatened by a
tariff phase-out that will allow cheap-
er Japanese imports into Canada with-
out increasing Canadian auto exports
to Japan. The dairy sector is threatened
by quota concessions and other provi-
sions that undermine Canada’s supply-
managed agricultural system.

Canada’s new federal government prom-
ised a public consultation process for the
TPP. For that review to be meaningful, it
must satisfy all of the following conditions:

1. It must be conducted with the under-
standing that Canada will change and/
or abandon the TPP if it is found un-
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satisfactory. It cannot be merely a sym-
bolic process.

2. It must be completed before Canada
proceeds to ratify the TPP. The govern-
ment cannot advance the implemen-
tation process until the consultations
have ended.

3. It must be empowered to apply the con-
clusions and recommendations of the
review to other existing, pending, and
future trade and investment agreements.
If, for example, the review determines
that the TPP’s ISDS mechanism is prob-
lematic, other agreements containing
an ISDS mechanism, including NAFTA,
should be publicly reviewed.

Canada-EU Comprehensive
Economic and Trade Agreement

The conclusion of the CETA negotiations was
announced in September 2014 after a dec-
ade of talks, but there has been little prog-
ress since. Officially, the text is undergoing
a “legal scrub” before it can be brought be-
fore governments for approval. However, in
practice, political opposition within the EU
is largely holding up the deal. Opposition to
CETA (and related agreements) has reached
a fever pitch in Europe even as it has fallen
off the radar in Canada. EU activists and pol-
iticians are especially concerned about the
agreement’s investor—state dispute settle-
ment mechanism, which has already prov-
en so destructive in Canada.

At the time of writing, the likelihood of
CETA being ratified in Europe without first
reopening negotiations on the ISDS chap-



ter is small, and proposals to amend the
investor dispute provisions are being con-
sidered. However, should the deal go ahead
as it stands, it will have significant impli-
cations for Canada beyond the inclusion
of ISDS. The following other issues in the
deal’s 42 chapters and 1,500 pages should
also be reviewed:”

e CETA precludes the use of local prefer-
ences (e.g., “buy local” rules) in govern-
ment procurement contracts above low
thresholds, including at the provincial
and municipal level. These rules under-
mine the capacity of Canadian govern-
ments to maximize the economic benefit
of public investment in infrastructure,

services, etc.

e So-called ratchet and standstill provi-
sions in CETA’s services and investment
rules lock in current and future liberal-
ization, including privatization, in all
sectors that have not been explicitly ex-
empted by negotiators.

e CETA extends pharmaceutical patent
terms, which will delay the availabil-
ity of generic drugs in Canada. The in-
creased cost to the Canadian health care
system is estimated at $850 million to
$1.6 billion annually.® Even if the prov-
inces are reimbursed by the federal gov-
ernment, Canadian taxpayers will ultim-
ately pay the price.

Unlike with the TPP, the new federal
government has called not for a review of
CETA, but rather for its timely ratification.
This decision is dubious given the signifi-

cant degree of overlap between the most
problematic provisions in CETA and the TPP.

Trade in Services Agreement

Stymied by the unwillingness of developing
countries to discuss services liberalization
in the Doha Round of global trade talks, 23
governments representing 50 mostly de-
veloped countries began negotiating TISA
on the sidelines of the WTO in 2012. The ne-
gotiations are being conducted in secrecy,
so at this point there are few specifics about
what the deal will contain. But we do know
that its general purpose is radically deeper
services liberalization and corporate-friend-
ly reregulation.’

All services are on the table in TISA, in-
cluding public services like education and
health care, unless specifically exempted
by negotiators. Unfortunately, the insti-
tutionalized presence of corporate lobby-
ists in the negotiation process means final
commitments will likely skew toward cor-
porate interests.

Paraguay and Uruguay pulled out of TISA
negotiations in 2015 and opposition from
other actors is growing. Banking-friendly
Zurich, Switzerland, for example, is one of
several cities to declare itself a “TISA-free

zone.”°

Canada-Korea Free Trade Agreement

The CKFTA only came into force on January 1,
2015, but already it has had troubling —and
entirely predictable — consequences. Can-
ada’s trade deficit with South Korea grew to
a record high of nearly $4 billion in 2015. If
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the swelling U.S. trade deficit following its
own bilateral deal with South Korea is any
guide, there is worse to come.

Canada sells mostly unprocessed, low-
value-added, carbon-intensive resources to
South Korea (e.g., coal, copper, pulp, alum-
inum) and in return buys mostly high-tech
manufactured goods (e.g., cars, electronics,
appliances). Consequently, the CKFTA is like-
ly to further entrench Canada’s global role
as a natural resource supplier to the detri-
ment of high-value-added sectors such as
manufacturing.

AFB Actions

The AFB recognizes the many ways that the
trade and investment liberalization era has
compromised Canada’s economic develop-
ment, undermined democratic institutions,
and contributed to income inequality. The
AFB also recognizes that Canada’s current
approach to trade and investment treaty
negotiations is inconsistent with the AFB’s
commitment to the basic values of equal-
ity, inclusivity, and sustainability. It there-
fore takes the following actions with re-
spect to trade:

e The AFB will require Global Affairs Can-
ada to establish a new trade mandate
based on the principles of social, eco-
nomic, and climate justice. Result: Ne-
gotiators will pursue a trade agenda that
stimulates inclusive economic growth
and the creation of good jobs —an agen-
da that safeguards governments’ right to
regulate, and raises environmental and
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social standards to the highest common
denominator.

The AFB will require Global Affairs Can-
ada to develop a new approach and pro-
cess for negotiating international trade
treaties based on the principles of trans-
parency, inclusivity, and accountability.
Result: Investor rights will not be elevat-
ed over the public interest in future trade
policy, and corporate lobbyists will not
be valued above the rest of civil society
in the determination of trade policy pri-
orities. Parliament and the public will be
able to review draft texts and openly de-
bate the merits of potential new agree-
ments before they are signed.

The AFB will reject any agreement that
includes an investor—state dispute settle-
ment mechanism or any similar measure
that restricts the right of governments to
regulate in the public interest. Result:
Canada will seek significant changes
to the problematic CETA, TPP, and TISA
agreements or, if changes are no long-
er possible, withdraw from them entire-
ly. Canada will seek to eliminate ISDS
from existing FTAs and FIPAs through
renegotiation or, if necessary, by termin-
ating those treaties.
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Water

Background

Canada needs a national water policy based
on the principles that water is part of the
commons, a public trust, and a human right.

The notion of the “commons” asserts that
water is a common heritage to be shared,
protected, managed, and enjoyed by all. A
commons framework requires a shift in water
governance to prioritize the human right to
water, public participation, and Indigenous
water rights. Principles of public trust mean
that governments would be required to pro-
tect water sources for communities’ reason-
able use, and to make private use of water
subservient to community rights.

Since 2010, the United Nations has passed
several resolutions recognizing the human
right to water and sanitation, and again rec-
ognized this right in its 2015 Sustainable De-
velopment Goals. The UN Human Rights
Council has called on governments to de-
velop comprehensive plans and strategies,
assess the implementation of plans of ac-
tion, ensure affordable services for every-
one, and create accountability mechanisms
and legal remedies.

The Canadian government recognized
the human right to water and sanitation at
the 2012 UN Conference on Sustainable De-
velopment, but has yet to take any action
to implement that right. Now is the time to
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implement the human right to water and
sanitation with federal legislation and ad-
equate funding.

Current Issues

Drinking water in Indigenous
communities

Despite repeated pledges from the previous
government to ensure clean drinking water,
168 drinking water advisories were issued
in 120 First Nations communities in the fall
of 2015. Routinely there are more than 100
water advisories in effect, with some com-
munities living under advisories for near-
ly 20 years.? Prime Minister Justin Trudeau
has committed to ending boil-water advis-
ories within five years.

The Safe Drinking Water for First Nations
Act has set necessarily high standards for
drinking water, but has failed to allocate the
funding to meet those standards.?

Public water and wastewater
infrastructure

Canada’s public water and wastewater infra-
structure is aging. One third of Canada’s
water infrastructure, including linear (pipes)
assets, is rated in fair to poor condition.4
Non-linear (facilities, pumping stations,



etc.) assets are in better shape, with 16%
in fair to poor condition.> The total replace-
ment value of water, wastewater, and storm-
water assets is $575 billion. The 2016 Can-
adian Infrastructure Report Card estimates
the cost of replacing systems graded “poor”
or “very poor” at $61 billion.®

The federal government no longer re-
quires municipalities to enter into public-
private partnerships to receive federal fund-
ing for large infrastructure projects. The
newly elected Liberal government has com-
mitted nearly $20 billion in funding, which
is to be spread across local water and waste-
water facilities, clean energy, and climate-
resilient infrastructure. However, it is cur-
rently still unclear how much funding will
be dedicated to water and wastewater infra-
structure. Canada needs a long-term plan
to adequately fund public or community-

run water and wastewater infrastructure.

Sustaining water sources through
science, research, and regulation

Responsibility for monitoring water quan-
tity and quality is shared among all three
levels of government. Canada has the re-
sources to be a leader in environmental re-
search, but the previous federal govern-
ment’s legislative changes, severe funding
cuts, and lack of coordination among the
more than twenty federal departments and
agencies responsible for water have put the
country’s water sources at risk.

According to departmental reports on
plans and priorities and performance re-
ports, $73.4 million in funding was cut from
Environment Canada’s Water Resources pro-

gram and from the Department of Fisheries
and Oceans’ Sustainable Aquatic Ecosystems
from 2011/12 to 2015/2016. Some of the ma-
jor programs affected include the following:

e Experimental Lakes Area;

¢ Ocean Contaminants and Marine Toxi-
cology Program;

¢ Canadian Foundation for Climate and
Atmospheric Sciences;

e Polar Environment Atmospheric Re-
search Laboratory;

¢ Canada Centre for Inland Waters;

e UN Global Environmental Monitoring
System/Water Programme (a global
water quality database);

e Canadian Environmental Assessment Act;

¢ National Roundtable on the Environ-
ment and the Economy; and

e Hazardous Materials Information Re-

view Commission.

The Liberal government has commit-
ted to immediately reviewing Canada’s en-
vironmental assessment processes, introdu-
cing new, fair processes as well as restoring
lost protections from the Navigable Waters
Protection Act and the Fisheries Act, and
incorporating up-to-date safeguards. The
government has pledged to restore $40 mil-
lion to federal ocean science and monitor-
ing programs, to invest $50 million annu-
ally for the next four years in water science
and monitoring, to allocate $1.5 million for
freshwater research each year, and to make

new investments in the International Insti-
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tute for Sustainable Development’s Experi-
mental Lakes Area.

Over 150 billion litres of raw sewage are
flushed into waterways in Canada every year.’
The federal government passed wastewater
regulations in June 2012, but it did not allo-
cate any funds for municipalities to take the
necessary actions to comply with those regu-
lations. The Federation of Canadian Munici-
palities calculates that the plant upgrades
alone that are needed to comply with the
regulations will cost municipalities at least
$20 billion.® The AFB will work with prov-
incial governments to harmonize reporting
requirements with the goal of reducing the
cost of administering regulations.

Protecting watersheds from
extreme energy projects

Extreme energy refers to forms of energy
that require more water, energy, and effort
to extract and are more destructive to the en-
vironment and surrounding communities.®
Examples include tar sands development
and hydraulic fracturing (fracking). The ex-
traction of extreme energy and associated
transportation projects leave municipalities
and Indigenous communities vulnerable be-
cause they are the ones who will be footing
the bill for clean-up and health care costs.

Communities across Canada are raising
concerns about fracking, a controversial
practice that uses sand, water, and chem-
icals to blast rock formations to extract nat-
ural gas or oil from them. There are a large
number of risks associated with fracking,
including groundwater contamination,
poor air quality, increased seismic activity
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(earthquakes), and climate change. A 2014
report® that the federal government commis-
sioned from the Council of Canadian Acad-
emies pointed to large gaps of information
on well leaks, chemical migration under-
ground, cumulative impacts, and the safe-
ty of fracking chemicals. A 2014 Ekos poll*
found that 70% of Canadians support a na-
tional moratorium on fracking.

Right now there are up to 20 proposals
to build liquefied natural gas plants along
the coast of British Columbia where super-
tankers will transport it for export. Major
pipeline projects like the Energy East pipe-
line, B.C.’s Kinder Morgan Trans Mountain
Pipeline, the Alberta Clipper to the Great
Lakes, and Line 9 in Ontario and Quebec
would transport tar sands bitumen or frac-
ked oil, exacerbating climate change and
putting water, food, and public health at
risk. Transporting bitumen or fracked oil
by rail exposes communities to a different
set of risks: derailments and other types of
accidents like the Lac Mégantic disaster.

There is a significant lack of independ-
ent scientific data on the consequences of
diluted bitumen spills in water, including
how it reacts in waterways and the challen-
ges in cleaning it up. Suncor’s tankers trans-
porting bitumen on the St. Lawrence River
set a dangerous precedent for shipping tar
sands bitumen into the Great Lakes and St.
Lawrence River Basin. The Liberal govern-
ment has committed to ban oil tankers on
B.C.’s northern coast and renewed its com-
mitment to protect the Great Lakes and St.
Lawrence River Basin. It should also add
banning LNG tankers on the Pacific Coast



as well as unconventional oil shipments in
the Great Lakes—St. Lawrence River Basin.

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 snow-
fall every year. Canada exports 59.9 Bm3 of
virtual water (the amount of water used to
produce or process a good or a service) each
year. This makes it the second net virtual
water exporter in the world.*

One-third of Canadian communities
rely on groundwater for drinking water. A
2015 study published in Nature Geoscience
found that only 6% of groundwater around
the world is renewable.®

In the past, right-wing think tanks in
both the United States and Canada have
made proposals to bulk-export water from
Manitoba and Quebec. Not only would these
projects would be tremendously costly, they
would also require vast amounts of energy
and pose serious threats to watersheds.

Trade challenges on water regulation

When water is considered a tradable good
or service under international trade agree-
ments, there is pressure to commoditize it.
Water-related policies and other measures
become vulnerable to investor—state chal-
lenges that involve a proprietary interest in
water, its distribution, and treatment.

By excluding water from trade agree-
ments and ending investment protections,
the AFB will avert threats to Canadian water
sources and avoid costly NAFTA challenges

such as the NAFTA challenge by pulp and
paper company AbitibiBowater (now Reso-
lute Forest Products) for $130 million, and
the $250-million NAFTA lawsuit challen-
ging Quebec’s moratorium on fracking in
the St. Lawrence River Valley. Water-relat-
ed challenges under NAFTA have cost the
government $171.5 million to date.* Exclud-
ing water from trade agreements and end-
ing investment protections will also protect
the rights of municipalities, provinces, and
territories to regulate or create new public
monopolies for the delivery of water and
sanitation services without having to worry
about trade challenges.

AFB Actions

The following measures will begin the pro-
cess of developing a national water policy
that makes the conservation and protection
of water a public trust, and water and sani-
tation a human right.

The AFB will do the following to sup-
port the full realization of the right to water
and sanitation:

e create a national public water and waste-
water fund ($4.8 billion/year);

¢ implement the Wastewater Systems Ef-
fluent Regulation ($1 billion/year over
20 years);

e commit $100 million per year for water
infrastructure aid for small municipal-

ities;

e commit $75 million per year for ongoing

water operator training, public sec-

It’s Time to Move On: Alternative Federal Budget 2016

147



148

tor certification, and conservation pro-
grams; and

e commit $4.7 billion over ten years for
water and wastewater facilities on First
Nations’ reserves.’> The AFB respects In-
digenous self-determination and water
rights and seeks the free, prior and in-
formed consent of Indigenous peoples
and governments.

The AFB will do the following to support

and fund environmental impact research:

e provide assessments of all energy and
mining projects, including community
consultations, seeking free, prior, and
informed consent of Indigenous com-

munities ($50 million);

e provide an in-depth and independent
study of the effects of tar sands develop-
ment ($30 million); and

¢ reinstate federal funding for the Experi-
mental Lakes Area and water programs
at Environment Canada, Fisheries and
Oceans, Parks Canada Agency and other
departments ($93.5 million in 2016-17;
$53.5 million/year thereafter).

To ensure the safety and sustainability
of freshwater in Canada, the AFB will do
the following:

e implement a comprehensive action plan
to protect the Great Lakes ($500 million
in year one plus an additional $950 mil-
lion/year for each of the subsequent
four years);

e establish water quality- and quantity-

monitoring frameworks ($327.5 million
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over three years) by training staff in
water-monitoring, increasing the num-
ber of monitoring stations, and creating
a Minister of Water cabinet position; and

e commit $3 million towards implementing
a groundwater protection plan and $1
million to complete a review on virtual

water exports from Canada.
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Youth

Background

One-fifth of Canada’s population (7.1 mil-
lion people) are between the ages of 15 and
29.' In contrast, nearly one-third (over 10
million people) are 55 or older. The popu-
lation is ageing, with the median age ris-
ing markedly from 27.1 years in 1974 to 40.2
years in 2013.% For the first time since the
country began collecting national statistics,
there are more people of “retirement age”
(55—-64) than there are people entering the
labour force (15—24).3

In light of this shift in demographics, es-
pecially the ongoing retirement of the baby
boomer cohort, it is time to focus on young
peoples’ employment and, importantly, their
income and economic security.

Canadian labour market regulation and
policy have not been updated to reflect the
rise of precarious work, unpaid internships,
the erosion of employment security, or the
fraying of our social welfare system. Nor
have social policies, including family and
child care policy, responded to the changing
lives and livelihoods of young people and
their families, which are increasingly char-
acterized by “delayed transitions.”“

Young adults are cramped by dramat-
ic increases in home prices, with the aver-
age house in Canada costing $454,342 in
December of 2015.5 They earn lower wages
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than their parents did at the same age, de-
spite having higher debts and more educa-
tion. Most young Canadians are unable to set
aside an adequate portion of today’s earn-
ings for retirement, periods of unemploy-
ment, and other future costs, but the policy
that shapes pensions and social assistance
fails to reflect these difficulties.®

Further complicating the issue is the di-
versity of young people’s needs and challen-
ges. In our current economy, young people
from rural areas and low-income families,
those who leave school early, Aboriginal
youth, newcomer youths, young people with
disabilities, young parents, LGBTQ youth,
and racialized, homeless, and unemployed
young people each face different barriers to
stable and meaningful lives. Disproportion-
ately marginalized, these segments of the
population often lack the social, financial,
political, and cultural capital to overcome
barriers to employment, civic participation,
family and personal stability, and post-sec-
ondary education.

This diversity demands either a litany
of targeted programs or, as the AFB rec-
ommends, one overarching and inclusive
policy approach based on the concept of
intergenerational equity — a necessary lens
through which policy decisions and impli-
cations need to be analyzed. Often deci-

sions are not taken with any recognition of



how the impacts will play out across the age
spectrum. Intergenerational equity presents
an opportunity to analyze and craft innova-
tive solutions to problems related to hous-
ing, health care, child care, and a range of
other issues.

Current Issues

Precarious work
and un(der)employment

In Canada 13.3% of workers aged 15 to 24
are unemployed, and young Canadians
continue to be overrepresented in precar-
ious jobs with no benefits.” Moreover, re-
cent declines in the youth unemployment
rate have been traced to young people drop-
ping out of the labour market rather than
finding work.® This is especially problematic
given that many critical and expensive mo-
ments in a person’s life (e.g., relationship
and family formation, post-secondary edu-
cation, the purchase of a home) all typical-
ly occur in young adulthood.

In the 1980s, during another high point
in youth unemployment (it passed 20%),
the federal government introduced several
measures under the umbrella of a “youth
employment initiative,” which included
wage subsidies for employment-disadvan-
taged young people, funding for commun-
ity projects with a youth focus, and youth
units at Canada Employment Centres.® While
a Youth Employment Strategy with a similar
basic structure has survived, no significant
adjustments have been made to respond to
current issues.

Unpaid internships

An estimated 100,000 to 300,000 young
people in Canada work for no pay.® Once
the domain of specific industries (e.g., jour-
nalism, teaching, social work), and usual-
ly leading to full-time, paid employment,
unpaid internships have been appearing
among federally regulated workplaces, often
unconnected to any future paid work with
the same employer.*

Unpaid internships that are not associ-
ated with degree completion are illegal in
many parts of Canada, as these jobs violate
minimum wage rates and rules against the
contracting-out of minimum employment
standards. In some provinces there are strict
limitations on the responsibilities an unpaid
intern can have, but legislation varies widely
and is often too vague to enforce. Laws are
also generally complaint driven and there-
fore under-enforced.”

Unpaid interns are still not adequate-
ly covered under the Canada Labour Code,
which covers federally regulated employ-
ers, and often they do not receive the same
benefits and security afforded to paid em-
ployees. Recently created federal loopholes
deny students and young workers basic
labour standards under the Canada Labour
Code; furthermore, these loopholes give
profitable corporations in the transporta-
tion, telecommunications, and media in-
dustries the opportunity to legally force stu-
dents and young workers to work for free for
months or even years.

Interns are at increased risk of being sub-
ject to exploitative and dangerous working
conditions without penalty to the employ-
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er.B Interns are typically unable to make
and claim employment insurance (EI) and
Canada Pension Plan (CPP) contributions,
which can have a long-lasting impact on the
economic security of women in particular.

Structures already in place could deal
with the problems of unpaid internships.
The Canada Revenue Agency and the Labour
Program have the records and authority
to identify employees who are “misclassi-
fied” as interns or independent contract-
ors, and both of these departments could
work with provincial labour regulators to
address this issue.™

Employment Insurance

It is very difficult under current rules for new
labour market entrants — especially those
moving from one part-time, temporary, or
on-call job to another —to meet the eligi-
bility requirements (e.g., minimum hours
worked) to qualify for EI. In 2013, only 18%
of young men and 8% of young women who
were unemployed were able to collect EL.*
Many active labour market programs are de-
signed specifically for EI recipients, mean-
ing young people are cut off from retrain-
ing opportunities.’® (See the Employment
Insurance chapter.)

AFB Actions

The AFB will introduce a Young Workers In-
itiative for people aged 15 to 34, which ac-
knowledges the protraction of the so-called
“transition” to adulthood. This initiative will
include the following components:
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Youth Labour Market Planning Board

Working with the relevant sectoral develop-
ment councils (see the Sectoral Develop-
ment chapter), the Youth Labour Market
(YLM) Planning Board will ensure that em-
ployers take on more of the responsibility
for training employees. It will co-ordinate
via Statistics Canada and/or directly gather
quantitative data on job openings, labour
market characteristics, unpaid internships,
and placement rates of universities, as well
as qualitative data on the labour market ex-
periences of young people. Additional feder-
al funding will be given to Statistics Canada
to monitor unpaid internships on a monthly
basis through questions in the Labour Force
Survey. The objective will be to identify the
causes and develop responses to wage sup-
pression and precariousness in the Canadian

labour market. (Cost: $30 million.)

Training tax

Guided by the assumption that businesses
that invest in training will be more likely to
retain employees full time and on a perma-
nent basis, the federal government will pass
a law requiring all businesses with a pay-
roll of greater than $250,000 to invest the
equivalent of 1% of their payroll in train-
ing for young employees.”” Those who fail
to meet that amount will be required to pay
the difference into the national fund for the
Young Workers Initiative.



Workforce Renewal Fund

The YLM Planning Board will promote and
oversee the disbursal of a workforce renew-
al fund. The fund will offer modest finan-
cial assistance to firms that implement job-
sharing between retirement-age workers
and new hires, wherein older workers vol-
untarily go down to half-time and half-pay
to serve as mentors for new hires for three
years preceding retirement. Funds will be
used to cover the human resources costs
for the new hire and to top up the new hire
salaries in the event that half of a senior
employee’s salary is not adequate. (Cost:
$100 million.)

Public works projects
for young workers

All federally funded infrastructure projects
will reserve, at minimum, one-quarter of the
jobs they create for young workers. A min-
imum of one-tenth of the jobs these projects
create will be reserved for young workers
from historically marginalized and equity-
seeking groups.

Renewal of federally
funded internships

The federal government will provide fund-
ing to not-for-profit organizations for 20,000
six-month paid internships on an annual
basis. (Cost: $300 million.)

Funding for Magnet

The Magnet program is job-matching tech-
nology based out of Ryerson University that
links young workers directly with employers
and also provides real-time labour market
data about job openings and the character-
istics of job seekers. The federal government
will provide funding to deliver this technol-
ogy to young workers across the country.
(Cost: $30 million.)

The AFB will direct Statistics Canada to
collect data related to the following areas:

e unpaid internships, unpaid labour, and
volunteerism; and

e tracking those not in education, employ-

ment, or training.

The AFB will implement the following
reforms to the Canada Labour Code:

¢ Ensure that recent amendments to part 2
of the code (relating to interns, trainees,
and students) allow them to enjoy simi-
lar coverage to other workers under oc-
cupational health and safety provisions.

Amend the code to prohibit unpaid intern-
ships and unpaid trainees, and cover in-
terns, trainees, and students under all
provisions in part 3 granting protections
related to labour standards.

Amend section 239.1 of the code to re-
quire federally regulated employers
to provide students, interns, trainees,
or learners who are absent from work
(due to work-related illness or injury)
with wage replacement payable at an
equivalent rate to that provided by ap-
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plicable workers’ compensation legisla-
tion in the person’s province of perma-
nent residence. The equivalent rate would
be no less than the hourly average in-
dustrial wage.

e Establish regional units within the Labour
Program dedicated to proactive inspec-
tions and enforcement to penalize those
illegally using unpaid interns. (Cost:
$10 Million.)

The AFB will undertake a review of the
EI system with the following objectives:

e determine what changes to eligibility re-
quirements are necessary and feasible
to recognize that prolonged periods of
precarious work are now a feature of the
school-to-labour market transition; and

e design active labour market programs
linked to the receipt of EI that direct
unemployed young workers into train-
ing programs linked to available jobs.

The AFB would make the following chan-
ges to the EI system:

e implement an EI premium rebate for em-

ployers who take on young workers; and

¢ eliminate the waiting period for EI bene-
fits entirely for workers under the age
of 35.
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Bérubé (Green Budget Coalition), Michéle
Biss (Canada Without Poverty), Lou Black
(Hospital Employees’ Union), Lesley Bram-
hill (Canadian Arts Coalition), Jordan Bren-
nan (Unifor), Diana Bronson (Food Secure
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Canada), Catherine Bryan (Dalhousie Uni-
versity), Glenn Burley (Canadian Federa-
tion of Students), Michael Butler (Council
of Canadians), Sean Calvert (independent),
Karen Campbell (Assembly of First Nations),
Ryan Campbell (Professional Institute of the
Public Service of Canada), Amy Casipullai
(Ontario Council of Agencies Serving Immi-
grants), Tony Clarke (The Polaris Institute),
Eve-Lyne Couturier (I'Institut de recher-
che et d’informations socio-économiques),
Graham Cox (Canadian Union of Public
Employees), Roxanne Dubois (Communi-
cation, Energy and Paperworkers Union of
Canada), Judy Duncan (Acorn Canada),
Myles Ellis (Canadian Teachers’ Federa-
tion), Susan Eng (Independent), Leilani
Farha (Canada Without Poverty), Karen
Foster (independent), Martha Friendly
(Childcare Resource and Research Unit),
Colleen Fuller (PharmaWatch), Avvy Go
(Metro Toronto Chinese & Southeast Asian
Legal Clinic), Tam Goossen (Urban Alli-
ance on Race Relations), Melissa Gruber
(Canadian Arts Coalition), Joe Gunn (Cit-
izens for Public Justice), Liyu Guo (Cam-
paign 2000: End Child and Family Poverty
in Canada), Stephen Hazell (Green Budget
Coalition), Guillaume Hébert (I'Institut de
recherche et d’informations socio-économ-
iques), Brian Hendry (Assembly of First Na-
tions), Cathy Holtslander (National Farm-
ers Union), Megan Hooft (Canada Without
Poverty), Dennis Howlett (Canadians for



Tax Fairness), Andrew Jackson (Broadbent
Institute), Mark Janson (Canadian Union
of Public Employees), Anita Khanna (Cam-
paign 2000: End Child and Family Poverty
in Canada), Elizabeth Kwan (Canadian
Labour Congress), Andrew Langille (Youth
and Work), Jarrett Laughlin (Assembly of
First Nations), Keith Lowe (CCPA Mani-
toba), Mike Luff (Canadian Labour Con-
gress), Emma Lui (Council of Canadians),
Troy Lundblad (United Steelworkers), An-
gella MacEwen (Canadian Labour Congress),
Peggy Mason (The Rideau Institute), Tara
Mazurk (Canadian Arts Coalition), Jessica
McCormick (Canadian Federation of Stu-
dents), Bob McGahey (Canadian Teachers’
Federation), Alex McKinnon (United Steel-
workers), Anil Naidoo (Canadian Nurses
Union), Hilary Moore (National Farmers
Union), Michael Nicin (Canadian Associ-
ation of Retired Persons), Emily Norgang
(Canadian Labour Congress), Fraser Reilly-
King (Canadian Council for International Co-
operation), Laura Rempel (Canadian Com-
munity Economic Development Network),
Chris Roberts (Canadian Labour Congress),
David Robinson (Canadian Association of
University Teachers), Laurel Rothman (Cam-
paign 2000: End Child and Family Poverty in
Canada), Julia Sanchez (Canadian Council
for International Co-operation), Toby Sang-

er (Canadian Union of Public Employees),
Sylvain Schetagne (Canadian Association
of University Teachers), Paul Shaker (Civic-
plan), Michael Shapcott (Canadian Alliance
to End Homelessness), Ann Slater (Nation-
al Farmers Union), Vicky Smallman (Can-
adian Labour Congress), charles c. smith
(Canadian Arts Coalition), Jim Stanford
(Unifor), Steven Staples (Public Response),
Erin TomkKins (Assembly of First Nations),
Brian Tomlinson (AidWatch Canada), Pat
Van Horne (United Steelworkers), Howie
West (Public Service Alliance of Canada),
Margot Young (Canadian Union of Public
Employees).

The dedicated staff, volunteers, and re-
search associates at the Canadian Centre for
Policy Alternatives, as always, pull the AFB
project together with no deficit of enthusi-
asm, generosity and good humour: Peter
Bleyer, Bruce Campbell, Davis Ballantyne
Carr, Shannon Daub, Simon Enoch, Lynne
Fernandez, Kerri-Anne Finn, Alex Heming-
way, Trish Hennessy, Iglika Ivanova, Seth
Klein, Marc Lee, Molly McCracken, David
Macdonald, Kate McInturff, Hadrian Mer-
tins-Kirkwood, Jason Moores, Tim Scarth,
Erika Shaker, Christine Saulnier, Scott Sin-
clair, Diane Touchette, Stuart Trew, Emily
Turk, and Armine Yalnizyan.



It’s time to move on.




