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From the editor

hen Attawapiskat Chief Theresa Spence went
on a hunger strike to bring attention to the
grievances of Canadian Aboriginals, media
sources throughout the country took note. The Idle No
More movement continued to make headlines over the
past few months with road blockades and other protests.

In this issue of Fraser Forum, we look at the reasons
behind Aboriginal dissatisfaction in Canada and how
life on reservations could be a huge contributing factor
(p.15). We remind readers that this issue has been haunt-
ing Canada for some years by including an excerpt from
Gordon Gibson’s book, A New Look at Canadian Indian
Policy: Respect the Collective—Promote the Individual,
which discusses the state of Canadian Aboriginal policy
(p.20). Both pieces look at the issues that face Canada’s
Aboriginal peoples and how government policies have
been a hindrance, rather than a help.

Budget season is nearly upon us, so the March/April
issue also delves into some provincially specific issues fac-
ing different regions of Canada. Ontario recently appoint-
ed a new premier to take the reins from Dalton McGuinty.
In “New leadership presents new opportunity to fix On-
tario’s fiscal problems,’(p.11) Charles Lammam and Hugh
MaclIntyre discuss the challenges that Premier Wynne
will face upon entering office and the possible solutions
for these problems. On the west coast, British Columbia
faces disparities between public and private sector com-
pensation. A recent study has shown that those working
in the public sector receive more total compensation (ie.,
combined wages and benefits) than those in the private
sphere (p.13). Finally, Mark Milke questions Alberta’s un-
balanced budget in “Why Alberta is broke: $22 billion lost
opportunity” (p.5).

This issue also provides results and analysis from the
Waiting Your Turn survey (p.22), the recently-released
2012/2013 Annual Survey of Mining Companies (p.28),
and the Generosity Index (p.34), as well as articles on
Canada-US relations (p.26) and tax policy (p.9).

I hope you enjoy this issue!

— Emma Tarswell
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Mark Milke

berta went from massive surpluses to massive deficits,

there’s a simple reason: It’s not just because oil and gas
prices are not at their all-time peak; it is because for years,
Alberta budgeted and spent as if those oil and gas prices
(and thus provincial revenues derived from the same)
would stay at those all-time highs.

I f Albertans and others across Canada wonder how Al-

We're not in boom-time any more, Toto

To place the revenues and spending in Alberta in context,
consider first Alberta’s most recent budget “boom” years
(all figures adjusted for inflation).

o If resource revenues are used as a guide, the fiscal year
2005/06 was one measure of a peak year (Figure 1), with
$17.2 billion in revenues (Alberta, 2012a; Alberta, 2012b).

o If total own-source revenues (i.e., excluding federal
transfers) are used as the “measuring stick,” 2006/07
was the peak year of the last boom with $40.1 billion
collected by the provincial treasury (Alberta, 2012a;
Alberta, 2012b).

A primer on why controlling program spend-
ing matters

To grasp how Alberta erred in recent years—and by “bet-
ting the farm” such revenues would continue at such el-
evated levels—consider spending, and, consider the big-
gest expense for Alberta’s government: program spending.

Program spending is difficult to “rein in,” given that a
substantial portion of it is tied closely to wages, salaries,
benefits, and pensions in the broad public sector which
are often negotiated on a multi-year basis.

www.fraserinstitute.org

Bigstock

In Alberta, the province has not estimated the cost of
compensation (wages, salaries, benefits, and pensions) in
the entire (broader) public sector as a percentage of pro-
gram spending. However, we can gain some insight into
the possible weight that public sector compensation im-
poses on overall spending by looking at Ontario.

The Commission on the Reform of Ontarios Public
Services recently noted that “labour costs account for
about half of all Ontario government program spending”
across the broader public sector (Ontario, 2012). There-
fore, assuming some comparability between provinces
with respect to the portion of spending consumed by
compensation, roughly half of Alberta’s program spend-
ing could be composed of public sector worker pay and
benefits.

Regardless of the exact proportion in Alberta, an ob-
vious and direct link exists between increases in com-
pensation costs across the broader public sector and the
provincial bottom line, including and especially, annual
program spending.

Why the Alberta cupboard is bare: Inflation
+ population growth + $22.1 billion

From 2005 to 2012 Alberta’s record was mixed on keeping
spending constant per person after inflation. Inflation-ad-
justed per capita spending jumped to $10,754 per person by
2008/09 (estimated). That was up from $9,594 in 2005/06.
After 2008/09, per capita program spending has ranged be-
tween $10,492 and $10,666 per capita depending on the year.
. That is still substantially higher than most years in the past
three decades; it is at least some evidence, though, that the
province began to hold per capita program spending to infla-
tion and population growth in the last few years.

Fraser Forum March/April 2013 5



Figure 1: Alberta—Program spending and resource
revenues per capita, 1981/82-2012/13
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Notes: [1] Amounts adjusted for inflation to dollars; inflation calculated using Alberta-specific inflation statistics from
Statistics Canada 2012a, 2012b. [2] Estimate for 2012/13 from 2012/12 provincial budget.

Sources: Canada, Dep't of Finance, 2000, 2012; Alberta, 1997: 50; Alberta, 2012c: 130; 2012d: 20; calculations by author.

Now consider this scenario: had the province kept pro-
gram spending increases within the bounds of population
growth and inflation since 2005/06, the province would
have spent $37 billion annually on programs in 2012/13
and not, as forecast, $40.6 billion. That is a $3.6 billion
difference in 2012/13 alone.

In total, between 2005/06 and 2012/13 (est.), the cu-
mulative difference between increases in spending re-
quired to match inflation plus population growth com-
pared to what the province actually did spend was $22.1
billion (Alberta, 2012a and 2012b).

Examples of past choices

In the past, from “small” budgetary choices to much more
fiscally dramatic ones, the provincial government has
spent money on a number of items that contributed to
the deterioration of its fiscal balance. Here is a sampling:

o In the 2008 budget, an addition $100 million was
directed to the Alberta Enterprise Corporation (i.e.,
increased funding for corporate welfare) (Alberta,
2008: 6);

6 Fraser Forum March/April 2013

« In 2007, the province signed a five-year contract with
Alberta’s teachers. The 2007-2012 deal meant that
teachers’ salaries, as described by the province itself,
would grow at “nearly double the rate of inflation
over this period” (Alberta, 2011c: 31).

o As another example of how collective agreements
can outpace inflation, consider nurses in Alber-
ta. In 2005, a “Year 1” registered nurse was paid
$27.12 per hour. By 2012, that pay had risen to
$34.31 an hour. Had the 2005 rate been raised only
to account for inflation, by 2012, the hourly rate
would have been $32.32. That pattern repeated it-
self in all nurses’ categories. In all cases, the raises
outpaced inflation by 6.1% (United Nurses of Al-
berta, undated; Alberta-specific inflation statistics
from Statistics Canada, 2012a and 2012¢; inflation
calculations by author).

Spending control would have meant 19
straight surplus years

To glance back at the total budget numbers, had the province
kept spending in line with inflation and population growth

www.fraserinstitute.org



Table 1: Alberta—Program spending, 2005-06 to 2012-13

Actual program Actual program
spending (nominal $ spending, inflation-

Annual difference between
actual spending and

Program spending if
kept to inflation and

Fiscal millions) adjusted (2012 $ population growth inflation-adjusted and
year millions) since 2005/06 (2012 population-controlled
$millions) spendin(2012 $millions)

2005-06 26,743 31,875 31,875 0

2006-07 29,292 33,607 32,825 782

2007-08 33,374 36,471 33,702 2,769

2008-09 36,455 38,626 34,461 4,165

2009-10 36,327 38,522 35,228 3,295

2010-11 37,797 39,689 35,700 3,989

2011-12 38,773 39,742 36,261 3,482

2012-13* 40,618 40,618 37,025 3,593

Total for all years 22,075

Notes: [1] Adjusted for inflation, in 2012 dollars. [2] Estimate for 2012/13 from 2012/13 provincial budget. [3] Inflation calcu-
lated using Alberta-specific inflation statistics from Statistics Canada 2012a, 2012b.

Sources: Alberta, 2012a: 130; 2012c: 20; calculations by author.

since 2005/06, even with the chronicled revenue decline, Al-
berta would have run a surplus budget every single year.

Even in the midst of the 2008/09 recession, Alberta would
have produced a surplus of almost $3.3 billion instead of the
(inflation-adjusted) $903 million deficit it did record. Thus,
by the present budget year, the province would have record-
ed 19 consecutive straight surplus budgets and thus no defi-
cit budgets over the last five years' (Alberta, 2012a, 130 and
2012b, 20; Statistics Canada, 2012a and 2012b).

A healthy economy—accompanied by much
red ink

As additional proof that past budgeting to the “highest in-
come” year—and beyond inflation and population pres-
sures—was the primary cause for the ongoing deficits,
consider that the province itself, in its August 2012 up-
date, boasted about how the following economic indica-
tors signal a vibrant Alberta economy:

«  Real GDP growth at 3.8 percent—the highest among
all provinces; manufacturing shipments up 10.6 per-
cent in the first half of the year and behind only New-
foundland and Saskatchewan;

www.fraserinstitute.org

o Farm cash receipts up by a “record” 28.3 percent in
the first quarter over the previous year;

o Employment up 3.2 percent in the first seven months
of 2012 compared to the same period last year, “lead-
ing all provinces™;

o The “lowest unemployment rate in the country at 4.6
percent’;

o Housing starts up by 46 percent compared with the
first seven months over of 2011 last year, “the highest
increase in the country”;

o Andretail sales were up by 8.8 percent in the first half
of 2012 over last year, “the fastest growth among all
provinces” (Alberta, 2012e).

Despite relatively strong economic conditions, the
province has still not balanced the provincial books. Thus,
even a rapid recovery in Alberta, and the best economic
performance in the country, has not counteracted the ef-
fects of past spending choices upon the budget.

Note

1 Figures for the province’s surplus or deficit are taken from the
Historical Fiscal Summary (Alberta, 2012a and 2012b).

Fraser Forum March/April 2013 7



Table 2: Alberta—Surpluses (deficits), 2005/06 to 2012/13

Additional program

Surplus (deficit) if
spending beyond

population growth plus

Fiscal Surplus (deficit Surplus (deficit R . I ; . .
plus ( ) Surpl ( icit) growth in population inflation applied since
year (nominal $ inflation-adjusted X PR
millions) (2012 $ millions) and inflation since 2005/06 (2012 $
2005/06 (2012 $ millions)
millions)
2005-06 8,551 10,192 _ 10,192
2006-07 8,510 9,764 782 10,545
2007-08 4,581 5,006 2,769 7,775
2008-09 -852 -903 4,165 3,262
2009-10 -1,032 -1,094 3,295 2,200
2010-11 -3,410 -3,581 3,989 408
2011-12 -23 -24 3,482 3,458
2012-13* -886 -886 3,593 2,707

Notes: [1] Adjusted for inflation, in 2012 dollars. [2] Estimate for 2012/13 from 2012/13 provincial budget. [3] Surpluses and
deficits calculated using Alberta-specific inflation statistics from Statistics Canada 2012a, 2012b.

Sources: Alberta, 2012a: 130; 2012c: 20; calculations by author.
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Tax hikes on upper-income

Canadians come with a cost

Charles Lammam and Jason Clemens

policy issue that permeated political debates
Aaround the world in 2012 was the idea of raising

taxes on high-income earners. In the US, this issue
featured prominently in President Obama’s re-election
campaign (Erb, 2012). Several governments in Europe
went beyond debate and introduced higher tax rates (Fly-
nn and Thomas, 2012). Here at home, higher taxes on up-
per-income earners have been proposed at the federal and
many provincial levels; Ontario’s government recently in-
stituted a new tax on those earning more than $500,000
(Golombek, 2012).

Unfortunately, the debates have centred almost exclu-
sively on the need to raise new revenues to reduce deficits,
rather than the broader issue of whether such taxes make
good economic sense. The reality is that raising taxes on
upper-income earners comes at a high economic cost.

It’s true that polls consistently show wide support for
increasing taxes on the wealthy. But populism is hardly a
sufficient yardstick for good policy.

www.fraserinstitute.org

And consider what these polls measure. They essen-
tially ask respondents if they want someone else to pay
for their public services. So it’s actually surprising that a
recent poll found that only 57 percent of British Colum-
bians support higher taxes on those making $100,000 or
more (CCPA, 2012).

Think of it this way: If people in a store were asked
whether theyd like to be given products at no charge be-
cause the store will charge only high-income shoppers,
how many people would you expect to say yes? Wouldn't
all but high earners favour such a plan?

The surprise in such polls is that support for the tax-
the-rich scheme is not closer to 80 percent. Why 80 per-
cent? Because only the top 20 percent of earners pay more
in taxes proportionately than they earn in income. Specifi-
cally, the top 20 percent pay 54 percent of all taxes (federal,
provincial, and local) while earning 47 percent of income
(Palacios, Veldhuis, Lammam, 2012). The remaining 80 per
cent pay less in taxes than they earn in income.
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A more vexing problem for
those advocating higher
income taxes is the economic
costs of such taxes.

Once we discard the populism of
polls, we can better discern the real
costs and benefits from imposing higher
taxes on upper-income Canadians. A
key policy objective of such taxes is to
collect more revenue. In reality, how-
ever, the amount of revenue flowing to
the government is almost always less
than expected. Part of the reason is that
high-income earners can afford lawyers,
accountants, and other tax specialists to
arrange their affairs in a way that mini-
mizes their tax burden (Canada, De-
partment of Finance, 2010: 45-66).

A more vexing problem for those
advocating higher income taxes is the
economic costs of such taxes. Although
economists disagree on many issues,
there’s a general consensus about the
economic costs of various taxes. Re-
search shows that income taxes gener-
ally impose higher costs than consump-
tion taxes do because higher income
taxes dampen peoples decisions to
work, save, invest, and be entrepreneur-
ial (Clemens, Palacios, and Veldhuis,
2007). Because income taxes tend to
discourage these growth-enhancing ac-
tivities, relying on consumption taxes
to raise the same amount of revenues
would lead to a more productive and
thriving economy.

Another cost to consider is competi-
tiveness. Canadas personal income tax
rates are simply not competitive when it
comes to personal income taxes. Our tax
rates are high compared with other G-7
countries, particularly the United States,
with whom we compete most in trying
to attract and retain skilled workers and
entrepreneurs. Consider that the aver-
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age highest combined federal-provincial
income tax rate in Canada is roughly 45
percent (PwC, 2012). In 2012, that com-
bined average federal-provincial top rate
was higher than the comparable rate in
all but three US states (Tax Foundation,
2012). Indeed, the top federal-provincial
income tax rates in most provinces ex-
ceeded those in competing US states.

In addition to high tax rates, Can-
ada has relatively low income thresh-
olds at which the rates apply. In other
words, our personal income tax rates
are high and kick in at low levels of in-
come compared to those of our com-
petitors. For example, in 2012, our top
federal rate kicked in at $C132,406
while the top federal rate in the US
started at $US388,350.

While raising taxes on high earners
might generate popular support, doing
so will have a modest impact on gov-
ernment revenues and will only make
Canada less competitive and less attrac-
tive for investment, entrepreneurship,
and business development. Canada has
done much right in the past decade to
get tax policy correct. Backsliding now
will undo some of those gains.

A popular policy isn't necessarily
the right policy. In this case, it’s the
wrong one.
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Charles Lammam and Hugh Macintyre

leadership, Premier Kathleen Wynne has a golden

opportunity to chart a new course and undo Dal-
ton McGuinty’s legacy of fiscal mismanagement. As Wyn-
ne contemplates priorities for her leadership, she should
seriously consider putting Ontario’s deficit and debt prob-
lem on the top of her to-do list.

First off, Wynne should take little comfort in the gov-
ernment’s recent announcement that the provincial defi-
cit will be lower than expected this year ($11.9 billion
instead of the $14.8 billion originally planned) (Ontario,
2013). This news is not as positive as it seems; the re-
duced deficit this year is largely the result of one-time
revenue boosts and expenditure savings—not a delib-
erate plan to restore fiscal sanity to provincial finances
(Ontario, 2012a).

While it's good to see the government coming under
its deficit target this quarter, a deeper problem remains:
the province is struggling with persistently large deficits
without an end in sight.

Consider the context. Ontario has been in deficit
since 2008/09 and currently has the second largest debt-
to-GDP ratio in the country (TD, 2013). Provincial debt
will grow to $255.1 billion this year from $156.6 billion
in 2007/08 (Ontario, 2012a) and on-going deficits until
2017/18 mean the debt is on track to double in the span of
just a decade (Ontario, 2012b).

N ow that she has won the Ontario Liberal Party’s

www.fraserinstitute.org

The reality is that the Ontario government does not
have a concrete plan to eliminate the deficit and rein in
debt. This was thoroughly highlighted in last year’s high-
profile report led by noted economist Don Drummond—
a report commissioned by the McGuinty government.
The report explicitly said that to realistically balance the
budget by 2017/18, the government had to implement no
fewer than a total of 362 reforms (Ontario, 2012c¢).

Nothing of the sort happened. When Ontario’s 2012
budget arrived, and the McGuinty government did not
enact anywhere close to the number or level of reforms
proposed in the Drummond report. In fact, many major
reforms were removed outright (Veldhuis, Lammam, and
Palacios, 2012).

After essentially ignoring the Drummond report’s rec-
ommendations, outgoing Finance Minister Dwight Dun-
can in a recent speech acknowledged that the road ahead
for his successor will require tough decisions. He even
warned that interest payments on the debt are “a ticking
time bomb” (Stinson, 2013).

Interest on Ontarios debt will reach $10.5 billion this
year and consume 9.2 percent of government revenues
(Ontario, 2012a). If the trend of growing interest pay-
ments continues, proportionally less of what the govern-
ment takes in will go to funding important public pro-
grams and tax relief while more will go to servicing the
debt.
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The McGuinty government’s leg-
acy of overspending, persistent def-
icits, and growing debt will not be
easy for Wynne to overcome (Lam-
mam and Palacios, 2013). However,
Canada’s own history with slay-
ing deficits in the 1990s suggests
that it is certainly achievable and
that same record also shows that
governments of various political
stripes have successfully done so
(Veldhuis, Palacios, and Lammam,
2012).

Both history and academic re-
search indicate the key ingredient
for balancing the budget is to do
so swiftly and rely more heavily
on spending reductions than tax
increases (Alesina and Ardagna,
2009). Fortunately, Wynne has many
options to reduce spending, but do-
ing so will require fundamental re-
forms in many areas.

One reform that would permit
meaningful reductions in spend-
ing is aligning overly generous
public sector pay with wages and
benefits paid in the private sector.
Roughly half of Ontario’s govern-
ment spending is on public sec-
tor wages and benefits (Ontario,
2012d). In a 2012 publication
entitled Avoiding a Crisis: Fixing
Ontario’s Deficit, Fraser Institute
researchers calculated that match-
ing wages with the private sector
alone would save $3.8 billion an-
nually (this figure excludes the
potential savings from matching
benefits).

Another option is to eliminate
business subsidies; they cost Ontario
taxpayers and successful businesses
approximately $2.7 billion per year.
Cutting costly electricity subsidies
would save an extra $1.1 billion per
year.

Ontario could also improve the
quality of public health care while
reducing costs by implementing
policies that are common in other
nations with universal access and
portable health care.! Solving On-
tario’s fiscal problems will not be

12 Fraser Forum March/April 2013

easy, but history shows it is achiev-
able. Wynne has an opportunity
to correct past mistakes and plot a
new course for Ontario. Let’s hope
she’s up to the challenge and puts
forth a realistic plan to balance the
books and halt the growth in gov-
ernment debt in the next provin-

cial budget.

Note

1 Two key policies that would reduce
health care costs and improve quality are:
consumer cost sharing and competition
in the delivery of publicly funded care
(see Esmail, 2012).
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Jason Clemens and Amela Karabegovi¢

t is more than three years after the end of the reces-

sion and British Columbia’s provincial government

continues to struggle with deficits, which as of the
last quarterly update will likely exceed $1.5 billion (Gov-
ernment of British Columbia, 2012). Relying on revenues
to rebound enough to catch up with spending just doesn’t
work as BC’s own history aptly demonstrates. The prob-
lem doesn't stop with the provincial government, though.
Municipalities across the province also continue to strug-
gle to find sufficient resources for infrastructure needs
while balancing their books.

If the provincial and various municipal governments
in BC are serious about tackling deficits and prioritizing
resources, they must review and reform their spending.
A central part of any such initiative must include a re-
view of public sector wages and benefits to ensure they
are comparable with private sector equivalents.

There are both economic and fairness issues to con-
sider in ensuring that compensation in the public and
private sectors are roughly equivalent for comparable
positions. Principal among these many considerations is
the fairness of having those in the public sector receive
a premium paid for by those in the private sector who
receive less overall compensation for similar positions.

www.fraserinstitute.org

Dave Olson

The traditional trade-off was that the public sector
received lower wages than the private sector but that
this was offset by more generous benefits. As our anal-
ysis of Statistics Canada data reveals, that bargain has
been undone such that the public sector now enjoys a
wage premium and, more than likely, more generous
benefits as well (Karabegovi¢ and Clemens, 2013).

When we compare the average wage in the public sec-
tor in BC (including federal, provincial, and local work-
ers), it is 37.5 percent higher than the private sector.
However, this figure doesn't account for differences like
education, the nature of the position, the experience of
the workers, etc. Once we control for these factors, the av-
erage wage premium enjoyed by the public sector is 13.6
percent compared to their private sector equivalents.

Of course compensation includes much more than
just wages. Part of employee compensation is based on
benefits, including health, dental, retirement savings, job
security, etc.

Unfortunately, Statistics Canada does not collect com-
prehensive data on benefits (as their counterpart in the US
does) so it’s difficult to make a definitive statement about
whether or not workers in the public sector enjoy better
or more generous benefits than those in the private sector.
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Public sector workers in
BC clearly enjoy higher
wages and, more than

likely, more generous
benefits than comparable
private sector workers.

However, the data that are available for comparable
benefits between the two sectors indicate a fairly gener-
ous benefits package for the public sector compared to the
private sector.

For example, one of the costliest worker benefits in
both sectors is retirement pensions. In 2011, the latest
year for which comprehensive data are available, 89.8 per-
cent of public sector workers in BC were covered by a reg-
istered pension plan compared to 19.4 percent of private
sector workers.

More revealing of the premium enjoyed by the pub-
lic sector versus the private sector is the type of pension
available. For those covered by a registered pension in
2011, 95.6 percent in the public sector enjoyed a defined-
benefit pension (i.e., a plan guaranteeing a certain level of
benefits in retirement) compared to 49.3 percent of those
in the private sector.

Another benefit for which comparable data are avail-
able and in which public sector workers enjoy a premi-
um is the age of retirement. Regardless of whether the
average or median age of retirement is used, public sec-
tor workers retire earlier in BC (as they do across the en-
tire country) than do their private sector counterparts.
Specifically, on average, public sector workers in BC re-
tire almost 3 years earlier than private sector workers.
(The gap jumps to 4.2 years if the median rather than the
average is used.)

A final metric by which to understand the non-
wage benefits enjoyed in the public sector compared to
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the private sector is job losses. This measure is a good
proxy for job security, which has always been seen
as an advantage for the public sector over the private
market. In 2011, 4.3 percent of those employed in the
private sector in BC lost their jobs. This is more than
seven times higher than the 0.6 percent of public sector
workers who lost their jobs.

Public sector workers in BC clearly enjoy higher wag-
es and, more than likely, more generous benefits than
comparable private sector workers. As British Columbi-
ans struggle with provincial deficits and spending, it is
imperative that comparable compensation for the public
sector become part of the solution rather than part of
the problem.
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Is Canada

shortchanging
Aboriginals?

Mark Milke

protests that blocked railway lines and roads and hint-

ed at more mischief (Clark, 2012 and Calgary Her-
ald, 2013), multiple grievances were advanced in place of
clear-headed analyses. But none of the slogans get to the
bottom of why some Aboriginals, especially on reserves,
are in a sorry state: in many cases, that reason is the re-
serves themselves.

But before analyzing reserves, it is important to ad-
dress the claim that taxpayers have not done enough for
Canada’s Aboriginals. For example, in a recent letter to
Prime Minister Stephen Harper, the Assembly of First Na-
tions Chief Shawn Atleo brought up the issue of “fairness”
and also demanded more funding, especially “revenue
sharing” (Atleo, 2013).

That assumes Canada’s taxpayers (non-Aboriginal and
Aboriginal alike) have not already done plenty for Ab-
original peoples.

In the wake of the late 2012/early 2013 Idle No More

www.fraserinstitute.org
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Extra spending on Aboriginals

Some facts: In the federal department of Aboriginal and
Northern Affairs, the main ministry for Aboriginal spend-
ing, $115 billion will have been spent on services and
programs for Aboriginals between 1994/95 and 2012/13,
according to that department (and whose comprehensive
records date back to that earlier fiscal year). That figure
excludes other federal departments and provincial gov-
ernment spending.

In 2012/13 alone, with an estimated $8.5 billion to be
spent, 84 percent of that department’s money will go direct-
ly to Aboriginals, band governments, or programs for Ab-
originals. The remaining 16 percent is used for departmen-
tal operating costs (Above statistics from personal e-mail
communication from Aboriginal Affairs, January 3, 2013).

In addition, consider some other benefits First Nations
and Inuit peoples receive that other Canadians do not.
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To use one example, every Canadian has access to uni-
versal and taxpayer-funded health care through their pro-
vincial ministry of health. However, Health Canada runs
the Non-Insured Health Benefits Program which gives
additional health care benefits to First Nations and Inuit
peoples (Health Canada, undated).

Health Canada notes that 846,024 First Nation
and Inuit peoples have access to “medically neces-
sary drugs, dental care, vision care, medical supplies
and equipment, short-term crisis intervention mental
health counselling, and medical transportation.” The
cost of dental treatment, eyeglasses, ambulatory ser-
vices, and everything else on that list is not cheap: in
2010/11, the bill to taxpayers was just over $1 billion
(Health Canada, undated).

That amounts to a $1,200 health care benefit per eli-
gible enrollee, this while the other 34.2 million Canadi-
ans, must buy insurance for such services and goods or
pay out of pocket (Statistics Canada, 2013). Some other
Canadians may have such benefits covered by their em-
ployer, but the relevant point is that a taxpayer-funded
program exists, specifically for Aboriginals, that is not
available to non-Aboriginal Canadians, and which is not
required by treaty or by the Constitution.

Whether the Aboriginal Affairs spending, or Health
Canada spending, both are significant amounts of money
spent on Aboriginals in Canada—and beyond all the pro-
grams and benefits Aboriginal Canadians are eligible for
along with other, non-aboriginal Canadians.

In addition, for Aboriginals on reserve, all income
(whether through employment or government transfers),
is tax-free. That status is courtesy of Section 87 of the Indi-
an Act, (Canada, 1985) an Act that is routinely (and quite
properly) derided for interfering in the lives of Canada’s
“Indian” and Inuit peoples.

The problem of reserves

Double-standards aside—between those Aboriginals cov-
ered by the Indian Act and other Canadians who are not,
and Aboriginal and non-aboriginals alike who must pay
for their additional health care and taxes—some people
omit a critical reason why so many reserves are in poor
shape: they are in the middle of nowhere and cannot be
sustained by the local economy because there isn’t one.
Simply put, it is impossible to bring the opportuni-
ties available in urban Canada to rural Canada. Even
for non-Aboriginals in non-reserve villages, educa-

Figure 1: Median earnings comparisons: Full-year, full-time, aged 25-54, 2005
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Idle No More protestors gather outside of the Parliament buildings in Ottawa.

tional, health, and career options are severely limited.
That’s why the only people who live in such remote
areas are those who already have money, or have the
skills to work in nearby mines, mills, or in other in-
dustries (where they exist). Otherwise, poverty is very
likely guaranteed. This is why people have moved from
rural areas to urban centres (and created them) since
the 1800s and the Industrial Revolution, which played
out in various countries at different periods (Davis,
2011). Urban centres provide opportunities that rural
areas lack.

Additionally problematic for reserves is the lack of
proper governance on them. In non-native towns and cit-
ies, most money flows up from local taxpayers via prop-
erty taxes. That creates a natural taxpayer-politician link
and accountability.

On reserves, taxpayer money mostly flows down from
the federal government into reserve coffers. That creates a
demand for more cash from far-away taxpayers, or from
the nearby resource company, rather than answers from
reserve politicians about existing money flows.

For an example of how money is disbursed, con-
sider what the Canadian Taxpayers Federation found
in 2010: 634 on-reserve politicians garnered incomes
(after the calculations were made for the tax-free sta-
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tus) of more than $100,000 in 2008/09. Such salaries
were paid to politicians even though the average re-
serve has just 1,142 residents. Such salaries are far
in excess of what politicians in other small hamlets
across Canada would provide for local politicians. In
fact, according to the same CTF data, 50 of the politi-
cians had salaries greater than that of the Prime Min-
ister and 160 had salaries greater than the premier in
their respective provinces (Canadian Taxpayers Fed-
eration, 2010).

Such fundamental problems with how reserves are run
and the unsustainable nature of some of those rural col-
lectives are barriers to Aboriginal prosperity. (For more
on the problems of reserves, collectivism and the gover-
nance problems that result from such structures and as-
sociated Indian Act provisions which foment additional
problems on reserves, see Gibson 2009).

Fact: Most Aboriginals do not live on reserve

The problem with life on reserves leads to another fact
when discussing Aboriginal life: Most Aboriginals do not
live on reserve and seem to be better for it.

The general plight of Aboriginals is already well-
known: When compared to other Canadians, Statis-
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Figure 2: Median earnings: North American Indian,
full-year, full-time comparison of on-reserve versus off-reserve
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tics Canada data shows that proportionately fewer
Aboriginal Canadians finish high school and of those
that do, a smaller proportion will obtain post-second-
ary education. Also, Aboriginals are less likely to be in
the labour force, they will face higher unemployment
rates, and their median earnings are less. To use just
one example, the unemployment rate among Aborigi-
nals according to the 2006 census was 15% compared
to 7% for all Canadians (with Aboriginals included in
that larger cohort). Aboriginals are thus more depen-
dent on government transfers when compared with
non-Aboriginal Canadians (Statistics Canada, 2008a
and 2008b).

However, what is less often articulated in much detail
is how off-reserve Aboriginals fare better than those on-
reserve.

To put this claim in context, some background is nec-
essary.

According to Statistics Canada, for Census pur-
poses, “Aboriginal identity” refers to people who self-
identify as belonging to one or more of the following
Aboriginal groups: North American Indian (First Na-
tions), Métis, or Inuit. According to the 2006 Census
(the most recent year available) 1,172,790 Canadians
placed themselves in one of those three groups or
some combination thereof (Statistics Canada, 2007 &
2006a).

Of those almost 1.2 million Aboriginals, just 308,490
live on-reserve, or barely over 26 percent. Thus, 74 per-
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Off-reserve

cent of Canadians who self-identify as Aboriginal do not
live on-reserve (Statistics Canada, 2006b).

Yes, the population on reserves has increased, partly
because the population of self-identified “North Ameri-
can Indians” is growing. But as the statistics show, a
greater proportion of that category of Canadians lived off-
reserve in 2006 when compared to 2001. Put simply, the
oft-reserve population is growing faster than the popula-
tion on-reserve (Statistics Canada, 2001).

Looking more closely, the Aboriginals most likely to
live on-reserve are “North American Indians;” or First
Nations. Of that group, 300,755 out of 698,025 live on-
reserve, or 43 percent (again, as of the 2006 census) (Sta-
tistics Canada, 2006b).

In other words, 57 percent of First Nations people do
not live on-reserve. And that’s up from 55 percent who
lived off-reserve as of the 2001 census (Statistics Canada
2006b and 2001).

Aboriginals: Better incomes off the reserve

So why does all this matter? Additional data from Sta-
tistics Canada reveal that those most likely to live on
reserves (the “North American Indian” category) have
lower median incomes than other Aboriginals.

For example, according to the 2006 census, for all
Aboriginals (whether on- or off-reserve) the median
earnings figure for someone between the ages of 25 and
64 who worked full-time, for the full year was $36,944.
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But what is revealing is how that Aboriginal cate-
gory breaks down. Inuit people had the highest medi-
an income at $44,440 with Metis were next at $39,784.
First Nations people (combining those on-reserve and
off-reserve) had a median income of $34,209.

Now, break the First Nations category down even fur-
ther between those on-reserve and those oft-reserve. On-
reserve Indians had a median income of $29,014. In con-
trast, off- Indians had a median income of $37,477.

In other words, First Nations people/Indians who live
off-reserve have a median income that is almost $8,500
higher than their counterparts on-reserve.'

As native and non-native politicians alike ponder
what to do about aboriginal policy, they should keep in
mind this simple fact: For most of Canada’s Aboriginal
population, life is better away from the reserve. That
might explain why a majority of Aboriginal Canadians,
including a majority of First Nations, choose not to live
on reserves.

Notes

1 All of the foregoing statistics are only for those between the
ages of 25 and 64 who worked full-time for the full year (all me-
dian income data cited are from Statistics Canada, personal e-
mail correspondence, July 30, 2008). Given what we know about
the level of labour force participation and unemployment rates
on reserves across Canada (Statistics Canada 2008a & 2008b),
the gap between the median earnings of on-reserve and off-
reserve Indians would be even greater if all earnings and all
peoples on-reserve and off-reserve and in all age cohorts were
included.
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The existing, broken model

The standard model for thinking about Indian' policy is
fundamentally wrong, giving too much weight to the col-
lective and too little to the individual. But opposition to
basic change is immense, the resistance fuelled by habit,
thoughtlessness, guilt, the implied loss of intellectual cap-
ital that always follows a major re-thinking, and threats
to the cash flow and status of workers in the largest failed
area of government responsibility in the country. For that
reason alone, proposals for change will face criticism, in
which honest debate will be difficult in the short term.
Some commentators will say—with reason—that this
[article] challenges some of the most basic assumptions
of established Indian policy. This challenge would not be
necessary if established Indian policy was working well,
for Aboriginals or anyone else.

First, why do I say the standard model is fundamentally
wrong? In brief, because it presumes and enforces a relation-
ship between the Indian individual and relevant collectives
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A remedy to
Indian under-
achievement:

Respect the
collective;
promote the
individual

Gordon Gibson

(both Indian and state), the relationship is biased against
individual freedom and choice. This relationship, I say, has
produced the adverse social outcomes—in health, educa-
tion, life span, incomes, housing, substance abuse, violence,
imprisonment, and so on—universally criticized by all.

The sorry state of Canadian Indians:
some facts

As proof, consider some statistics: Life expectancy at birth
for Status Indiansis estimated at 70 years, compared to the
Canadian average of 77 years. Infant mortality among Status
Indians on reserves stands at 7.2 per 1,000 live births, com-
pared to a rate of 5.2 for Canada (Gour, 2005). The suicide
rate in the Indian population is over double the national rate
and at least five times greater amongst young people. The
prevalence of lone-parent families among Status Indians is
twice that of the national population. Less than half of all Ab-
original children under 15 live in a married-couple family,
compared to three-quarters of other children (Hull, 2001).
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The pregnancy rate for girls younger than 15 who live on re-
serves is about 18 times higher than for the same age group
in the national population (Health Canada, 2000). At least
six times as many on-reserve, Status Indian children are in
the care of the state as is the case in the national population.
About 70% of all Canadians, but only about 55% of Indians
living off reserve and only about 40% of Indians on reserve,
have attained a high-school certificate. Only 30% of reserve
students enrolled in Grade 12 are graduating high school
(Gour, 2005). Less than 10% actually graduate from Grade
12 in 12 years (Breaker and Kawaguchi, 2002).

The problem: collectivist thinking

The relationship between the individual and the collective
has been the major force in human life from time imme-
morial but the character of that relationship has evolved
over time. Through most of recorded human history, the
collective (whether religious or temporal or both) has
been in the ascendency in the affairs of ordinary people.
Individual liberty was reserved for the leadership. Then
came the idea of western liberalism, growing gradually
for around two-hundred years now, that to empower all
individuals with sufficient information and options is to
allow everyone to make the most of their individual lives.

From the beginning it has been clear that the individ-
ual by himself is virtually nothing while together we can
make progress. Experience has led to the establishment of
social institutions that can add guidance and assistance to
the individual lot while at the same time upholding the
social system itself. Ideas of trust and the predictability of
the rule of law are the most basic.

This is not the place for an essay on social develop-
ment but it can be said with confidence that this field
is subject to constant debate. In our time, different
ideas of the relationship between the individual and
the collective underlie the tensions between the sec-
ular west and Islam. In western societies, some now
worry that too much freedom or, more precisely, the
irresponsible exercise of freedom can lead to trivial
licentiousness.

In one dark corner of this long and wide-world drama,
a special case of the relationship between individual and
collective has been playing out in Canada, especially for
the past 150 years, in the lives of native Indians. In this
particular corner, the collective assumes an importance
unthinkable in the mainstream. Indian policy, imposed
by the mainstream on some Canadians—“Indians”—has
built for them a world that is both a fortress and a prison.
The effects on the individuals within that system have
been profound. I believe that there is a growing concern
about this. If so, there is an opening to a better future—
indeed it has slowly been unfolding for years through in-
dividual actions.
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Good intentions are not enough

But in spite of good will, pernicious and counterproductive
incentives remain to burden an entire people, not just as
trailing legacies of the past (like residential schools) but as
current active goals of governments and other entities in
the system... In the longer term, things will sort themselves
out for the better as long as we remain a free and liberal
society. The only question is how many lives will be wasted
in the waiting period, and that is important. The best way
to shorten that time frame for betterment is to honestly
discuss the issues. What we are doing now is profoundly
immoral. The fatal defects in outcomes are not redeemed
by the fact that the intentions are in general of the best. The
problems in this area are similar to those discussed in the
more recent literature on foreign aid (e.g., Easterly, 2006;
Calderisi, 2006), which discusses in essence the problems
of trying to set other people’s priorities. In our own little
Canadian Third World we are guilty of the same mistakes

Note

1 “Status Indians” or “Registered Indians” (the terms are synon-
ymous) are those persons who are registered with Ottawa. This

is a legal rather than an ethnic or identity concept.
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124 days (17.7 weeks) in order to receive medically

necessary treatment is unacceptable. This, however,
is the reality that Canadian patients face today (Barua and
Esmail, 2012).

While this wait is shorter than the unprecedented 19.0
week wait (Barua et al., 2011) between referral from a
general practitioner and delivery of medically necessary
elective treatment in 2011—it is certainly no reason to
gloat.

Wait times for such services are undesirable because
of the adverse medical consequences that may result (Es-
mail, 2009), and because of .. fears and concerns that
come with waiting for diagnosis and treatment” (Murray
and Frenk, 2000: 720). Indeed, in Canada “18% of indi-
viduals who visited a specialist indicated that waiting for
the visit affected their life compared with 11% and 12%
for non-emergency surgery and diagnostic tests respec-
tively” (Statistics Canada, 2006: 10, 11). Further, from
an economic standpoint, it is estimated that the cost of
waiting per patient in Canada was approximately $1,144
in 2011 if only hours during the normal working week
were considered “lost,” and as much as $3,490 if all hours
of the week (excluding 8 hours of sleep per night) were
considered “lost” (Esmail, 2012).

Let’s be clear from the beginning—being asked to wait
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In fact, physicians themselves indicate that their pa-
tients are facing medically unreasonable wait times.
Specifically, while they deemed a 6.2 week wait “reason-
able” for elective treatment after an appointment with a
specialist, patients actually had to wait for 9.3 weeks in
2012 (Figure 1). This does not include the 8.5 week wait
that patients had to endure in order to get an appointment
with the specialist (after referral from general practitio-
ner) in the first place.

Another obstacle patients may face is the wait for ac-
cess to diagnostic medical technology, the information
from which may be used to determine the urgency of a
patient’s case or to determine the appropriate treatment
or approach. In 2012, patients in Canada had to wait an
estimated 3.7 weeks for a CT scan, 8.4 weeks for an MRI,
and 3.7 weeks for an Ultrasound.

The wait that patients face is not, however, uniform
across provinces. For example, figure 2 shows that resi-
dents of Ontario (14.9 weeks), Quebec (16.6 weeks),
and British Columbia (17.0 weeks) face relatively
shorter waits than residents of New Brunswick (35.1
weeks), Prince Edward Island (29.3 weeks), and Nova
Scotia (28.1 weeks).

Further differences appear when the total wait time is
examined as two separate segments: British Columbians
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Figure 1: Canada - Actual versus reasonable waits between
appointment with a specialist and Treatment, 1994 through 2012
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face the shortest wait (7.2 weeks) between a referral by
GP and consultation with a specialist, but wait longer to
receive treatment thereafter (9.8 weeks) than Ontarians
(7.0 weeks). On the other hand, patients in New Bruns-
wick wait longest for a specialist consultation (22.6
weeks), but experience timelier access to treatment after
this point (12.5 weeks) than Nova Scotians (17.6 weeks).

It is important to recognize that the chronically long
wait times measured in Canada over the past decade
are exceptional from both a historical and internation-
al perspective. In fact, Canadians waited 9.3 weeks for
access to the same set of 12 specialties in 1993 (Miyake
and Walker, 1993). While that is not necessarily a short
wait from the patient’s perspective, it is nevertheless
much shorter than the necessary delay imposed on pa-
tients today.

Further, when compared to Australia, France,
Germany, the Netherlands, New Zealand, Norway,
Sweden, Switzerland, the United Kingdom, and the
United States—Canada’s poor performance on mea-
sures of timely access stands in even sharper contrast
(Thomson et al., 2012). Indeed, amongst the countries
compared, Canada reported the largest percentage of
patients waiting more than two months for a special-
ist appointment (41%), and more than four months
for elective surgery (25%) (see figure 3). This, while
spending the fifth largest amount on health care as a
percentage of GDP' (second, after adjusting for age)
in the group (OECD, 2012)—a clear indication that
the answer is not simply “more money.”

It is important to note that all of the above men-
tioned countries (excluding the United States) manage
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this superior performance while still ensuring univer-
sal health insurance coverage for their citizens.

Further, while it is true that Canada has a relative
shortage of human resources (physicians and nurs-
es), hospital beds, and diagnostic imaging technolo-
gies (Rovere and Skinner, 2012), studies indicate that
these resources are not being deployed to their full
potential. For example, inefficiencies related to sys-
tematically underused operating rooms (Frappier and
Laberge, 2007) and inappropriate occupation of acute
care beds by Alternative Levels of Care (ALC)? pa-
tients are being increasingly identified. On the other
side, with the aging demographic shift expected in the
coming years, any hope that demand for medical ser-
vices will ease off would be misguided.

Clearly, Canada may have some lessons to learn from
abroad, but in the meantime, patients in need of medi-
cally necessary care must continue to wait 17.7 weeks for
their turn.

Notes
1 Data is for 2010 (or nearest year)

2 ALC patients are those who continue to occupy an acute
care hospital bed after the acute phase of their inpatient stay
is complete (Wait Time Alliance, 2011:10) and are simply
“awaiting an alternative level of care in a more appropri-
ate setting” (Walker et al., 2009: 1). It is estimated that, in
Ontario, almost “one in six beds is filled with patients who
should be cared for somewhere else” (Wait Time Alliance,
2011: 10).
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Figure 2 : Median wait by province in 2012: Weeks waited from referral by GP to treatment
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Figure 3: Waited four months or more for elective surgery
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Opportunities for Canada from
the “new” American government

Jason Clemens and Niels Veldhuis

US recovery coupled with political gridlock in

Washington pose significant economic threats
to the United States and to countries like Canada that
trade with the US. However, imbedded within the
many layers of risks lies a significant, long-term op-
portunity for Canada.’

There is little doubt that the US economy is suf-
fering from uncertainty. In a recent essay series pub-
lished by the Fraser Institute, The US Election 2012:
Implications for Canada, internationally recognized
Stanford economist Nicholas Bloom described how
the level of policy uncertainty in the US economy

The uncertainty that continues to impede the
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from 2006 to 2011 led to a decline of about 2.5 percent
in GDP and an employment reduction of about a 2.4
million people. This uncertainty encourages entre-
preneurs, investors, and businesses to delay making
decisions about starting a business, expanding an ex-
isting one, and/or investing. Critically, Bloom noted
that Canada is suffering from uncertainty “contagion”
from the US.

Part of the uncertainty and fear felt by workers and
businesses alike in the US comes from the slew of new
and higher taxes coupled with the possibility of even
more tax hikes in the future. The combination of the
fiscal cliff, the enactment of Obamacare, and the expi-
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ry of temporary tax relief has meant that a raft of taxes
including income taxes, capital gains, dividends, the
estate tax, and payroll taxes have all been increased.

Even the proponents of higher taxes admit that the
expected revenues—which are almost certainly going
to be lower than anticipated—will not make a dent
in the roughly $10 trillion in deficits expected over
the next decade. The combination of deficits for as
far as the eye can see, coupled with a trend towards
higher taxes in the US, presents Canada with a real
opportunity.

The Canadian federal government and many of
the provinces could feasibly achieve balanced budgets
within the next four years with the notable exception
of Ontario, which is facing much more serious struc-
tural deficits. For the purposes of our argument, let us
assume that the federal government and many prov-
inces find the fortitude to balance their budgets in the
short term and do so mostly through spending reduc-
tions rather than tax increases.

The key to achieving a competitive advantage over
the US once budgets are balanced is through materi-
ally reducing personal income taxes.

But why focus on income taxes?

First, economists generally agree that income taxes
impose greater costs on the economy than some other
taxes, like sales taxes. The reason is that income taxes
discourage to a greater degree beneficial activity such
as entrepreneurship, investment, work effort, and sav-
ings.

Second, most of Canada’s tax rates are already com-
petitive with the US. We already have a clear advan-
tage, for example, on business taxes, capital gains, and
dividend taxes. The one area where we remain pain-
fully uncompetitive is personal income tax rates.

Lowering personal income taxes can be accom-
plished through two concurrent initiatives. One, gov-
ernments need to continue to restrain spending once
budgets are balanced so that as the economy grows,
surpluses are created that allow for tax rate reduc-
tions.

And two, governments can reduce or eliminate
special privileges within the tax code. Reducing these
privileged carve-outs means more revenues, which
would allow for lower personal income tax rates. For
example, the federal government spends $3.2 billion
exempting employer-provided health and dental ben-
efits, $115 million on the Child Fitness Tax Credit,
and $150 million on the public transit tax credit, to
name just a few.

Our preference for tax relief is that the federal and
provincial governments focus on eliminating middle
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The combination of
deficitsforas farasthe
eye can see, coupled
with a trend towards
higher taxes in the US,
presents Canada with
a real opportunity.

income tax rates, leaving one low, flat rate for the vast
majority of Canadian workers and a second, higher-
income tax rate.

In addition, the threshold at which this high-
income rate kicks in should be increased, allowing
Canada to better compete with the US for entrepre-
neurs, investors, and skilled workers like doctors and
engineers. (Currently, our top federal rate kicks in at
a little over CA$135,000 while the new top rate in the
US applies at US$400,000 for singles.)

Lower and more competitive personal income tax-
es would be one of the final pieces required to create a
tax advantage for Canada. That advantage would give
this country a marked, sustainable tax advantage over
the US and many other countries. That advantage,
coupled with numerous other strengths such as rule
of law, stable government, reasonable infrastructure,
and access to markets, would make Canada an envi-
able destination for entrepreneurs, businesses, and
investors.

Note

1 Unless otherwise noted, all information refers to The US elec-
tion 2012: Implications for Canada.
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Global Mining
Results for 2012/2013

reveals shift in Canada’s
top-ranked jurisdictions

Alana Wilson

he mining industry is an important contributor

to the economy in Canada providing not only

materials essential for all sectors of the econo-
my, but also employment and government revenues.
Mining contributes to economic growth worldwide
and Canadian mining companies operate in jurisdic-
tions around the world. While mineral potential is
obviously very important, the impact of government
policies can be more significant in encouraging or
dissuading mining investment.

Since 1997, the Fraser Institute has conducted a
survey of mining and exploration senior managers
to identify the effects of public policies on mining
investment. Respondents are also asked about their
investment patterns and commodity price expecta-
tions. The Survey of Mining Companies 2012/2013 was
recently released and provides a comprehensive as-
sessment of the public policies that are encouraging
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urvey

or dissuading mining investment in 96 jurisdictions
around the world.

The Policy Potential Index (PPI) is a composite in-
dex, measuring the overall policy attractiveness of the
jurisdictions in the survey (see figure 1). The index is
comprised of survey responses to 15 policy factors that
affect investment decisions (see table 1). Those factors
are normalized to a maximum score of 100 and the
policy questions are kept consistent, year-to-year, en-
abling the performance of jurisdictions to be compared
over time. The mining survey is an informal survey,
intended to capture the general and specific knowledge
of respondents that might affect mining investment,
and is therefore not precise. However, the survey re-
ceives broad circulation, press coverage, and positive
feedback leading us to believe that it captures, in broad
strokes, the perceptions of those involved in mining in
the jurisdictions included in the survey.
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Figure 1: Policy Potential Index
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Table 1: 15 policy factors that influence company decisions to invest in various jurisdictions

1 Uncertainty concerning the administration, interpretation, or enforcement of

existing regulations

2 Uncertainty concerning environmental regulations (stability of regulations, consis-
tency and timeliness of regulatory process, regulations not based on science)

3 Regulatory duplication and inconsistencies (includes federal/provincial,
federal/state, inter-departmental overlap, etc.)

4 Legal system (legal processes that are fair, transparent, non-corrupt, timely,

efficiently administered, etc.)

5 Taxation regime (includes personal, corporate, payroll, capital, and other taxes, and

complexity of tax compliance)

Uncertainty concerning disputed land claims
7 Uncertainty concerning what areas will be protected as wilderness, parks, or

archeological sites, etc.

8 Infrastructure (includes access to roads, power availability, etc.)

9 Socioeconomic agreements/community development conditions(includes local
purchasing, processing requirements or supplying social infrastructure such as

schools or hospitals, etc.)

10 Trade barriers (tariff and non-tariff barriers, restrictions on profit repatriation,

currency restrictions, etc.)
11 Political stability

12 Labour regulations/ employment agreements and labour militancy/work disruptions
13 Quality of the geological database (includes quality and scale of maps, ease of

access to information, etc.)

14 Level of security (includes physical security due to the threat of attack by terrorists,

criminals, guerrilla groups, etc.)
15 Availability of labour/skills

Source: Wilson, McMahon, and Cervantes, 2013

Canada

For the first time since 2006/2007, a Canadian juris-
diction did not rank first in the survey.' Alberta was
Canada’s highest ranked jurisdiction at third, with
New Brunswick—last year’s top-ranked jurisdic-
tion—at fourth. The Yukon also ranked in the top
10 for the second year in a row, after being the first
Canadian territory to enter the top 10 in last year’s
survey. The other two Canadian territories-Nunavut
and the Northwest Territories—both improved their
PPI scores this year and have improved steadily over
the last four years. The Northwest Territories jumped
from 48th in the 2011/2012 rankings to 29th in the
current survey, showing improvements in all policy
factors; most significantly in respondents’ ratings for
the legal system (i.e., legal process that are fair, trans-
parent, non-corrupt, timely, and efficiently admin-
istered); availability of labour and skills; and uncer-
tainty concerning the administration, interpretation,
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and enforcement of existing regulations. Nunavut
improved its PPI score slightly, although its ranking
slipped to 37th from 36th in 2011/2012.

While Canada’s territories have improved, both
Quebec and Saskatchewan—previously in the top 10
ranked jurisdictions—dropped in this year’s rankings.
Saskatchewan, which had been in the top 10 since
2008/2009, dropped from 6th in 2011/2012 to 13th
in 2012/2013 due to worsening perceptions amongst
respondents for uncertainty over which areas will be
protected as wilderness, parks, or archaeological sites;
the taxation regime; and labour and skills availability.
Quebec had been in the top 10 since 2001/2002 and
dropped to 11th in 2012/2013 from 5th in 2011/2012
due to worsening perceptions amongst respondents
for political stability and uncertainty concerning
the administration, interpretation, and enforcement
of existing regulations. Quebec appears to be losing
the confidence of the mining community after pre-
viously being considered the best jurisdiction in the
survey for mining and holding the top spot from
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2007/2008 to 2009/2010. Manitoba, which has also
held the number one spot in the 2006/2007 survey
and was consistently in the top 10 from 2001/2002 to
2010/2011, dropped to 21st in this years’ survey from
20th in 2011/2012. The remaining provinces and ter-
ritories generally fared well, with Nova Scotia placing
12th, Ontario 16th, Newfoundland & Labrador 18th,
and British Columbia 31st out of 96 jurisdictions.

Global

Other top ranked jurisdictions in this year’s survey
include Finland, which ranked first, followed by Swe-
den, Alberta, New Brunswick, Wyoming, Ireland, Ne-
vada, Yukon, Utah, and Norway. All were in the top
10 last year except for Utah and Norway. Norway rose
to 10th in the rankings from 24th in 2011/2012 due
to improved ratings for its taxation regime, politi-
cal stability, and infrastructure. Sweden and Finland
have now been in the top 10 for the last three and four
years, respectively. The rise of Nordic countries in
global rankings shows the importance of policy cer-
tainty and transparency, rather than lax environmen-
tal protections, in encouraging mining investment.

The least attractive jurisdictions for mining invest-
ment based on the survey rankings were Indonesia,
Vietnam, Venezuela, Democratic Republic of Congo
(DRC), Kyrgyzstan, Zimbabwe, Bolivia, Guatemala,
Philippines, and Greece. All of these jurisdictions
were in the bottom 10 last year with the exception of
the DRC, Greece, and Zimbabwe. Greece was a new
addition to the survey in 2012/2013. Both the DRC
and Zimbabwe dropped significantly in the rankings
this year, with DRC falling from 76th to 93rd, and
Zimbabwe from 74th to 91st.

Investment considerations

Public policies are not the only considerations for
mining investment however, as mineral potential and
market considerations also factor into investment de-
cisions. Each year, the survey asks respondents about
such investment considerations. A survey question
asks respondents to rate the importance of mineral
potential versus policy factors when considering a
new exploration project. Over the life of the survey,
respondents have consistently rated the importance
of mineral potential around 60%, and weighed policy
around 40%.

Miners appear pessimistic about commodity prices
going forward with most respondents expecting re-
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For the first time
since 2006/2007,
a Canadian
jurisdiction did
not rank first in
the survey.

duced prices or small (less than 10%) increases in the
price of nearly all commodities in the survey. Only
gold was expected to increase in value by more than
20% over the next two years by a majority of respon-
dents. Miners were somewhat more optimistic about
prices over the long term, with most respondents ex-
pecting stable or moderate (up to 15%) increases in
the inflation adjusted commodity prices over the next
10 years. Finally, respondents were asked about diffi-
culties raising funds compared to two years ago. Over
90% of respondents somewhat or fully agreed that it
was more difficult to raise funds, with a majority of
respondents believing that the reason for this diffi-
culty was investor worries about the state of the world
economy or being risk adverse and seeing mining as
risky.

Note

1 All mentions of the survey are to the Fraser Institute An-
nual Survey of Mining Companies (various years)

Reference

Various authors (various years). Annual Survey of Mining
Companies. Fraser Institute. W
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Regulation [Revie

Proposed emission
regulations on new
cars are not costless

Kenneth P. Green and Joel Wood

that Canada would harmonize its vehicle fuel

economy standards with the aggressive stan-
dards recently enacted in the United States (Environ-
ment Canada, 2012). The proposed amendments to
the Passenger Automobile and Light Truck Greenhouse
Gas Emission Regulations require auto manufacturers
to increase fuel economy standards for their fleets be-
tween 2017 and 2025. Basically, a car company’s fleet
of new vehicles as a whole must meet a certain over-
all level of average fuel economy; so any gas guzzling
models must be offset by relatively fuel efficient mod-
els. The proposed amendments expand on existing
regulations implemented over the 2011 to 2016 peri-
od. Minister of the Environment Peter Kent claims the
proposed regulations on cars and trucks will save Ca-
nadians money while reducing greenhouse gas emis-
sions, leaving them better off (Environment Canada,
2012). Unfortunately, when something sounds too

The federal government recently announced
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Bigstock

good to be true, it often is. The claim that the regula-
tions will save Canadians money is based on partial
cost accounting, and the dubious assumption that the
government knows best.

The government’s analysis recently published in
the Canada Gazette suggests the proposed regulations
will produce $41.9 billion in total benefits and $11.2
billion in total costs (Government of Canada, 2012).
However, a closer look suggests these numbers may be
flawed. The government’s analysis estimates that over
79% ($33.2 billion) of the benefits from the regulations
are from fuel savings to consumers' (Government of
Canada, 2012; authors’ calculations), i.e., vehicles on
average become more fuel efficient, so drivers spend
less on gasoline. Ironically, considering the name of
the regulations, the government estimates that only 9%
($3.9 billion) of the benefits are from reduced green-
house gas emissions (Government of Canada, 2012;
authors’ calculations).
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Including consumer fuel savings in the analysis is
problematic. It implicitly assumes that consumers are
making an irrational decision when purchasing vehicles,
i.e., that they would be better oftf buying more fuel ef-
ficient cars than the ones they actually choose to pur-
chase. Simply put, it assumes that the government better
understands which cars consumers prefer than consum-
ers understand themselves. However, as argued in a re-
cent paper by economists Ted Gayer of the Brookings
Institution and Kip Viscusi of Vanderbilt University,
there is evidence to suggest that consumers make ratio-
nal decisions when choosing the energy efficiency (e.g.,
fuel economy) of products (Gayer and Viscusi, 2012).
They note that the decisions may appear to be irrational
when only one product characteristic, such as fuel econ-
omy, is considered, but are rational when all product
characteristics are included in the analysis (Gayer and
Viscusi, 2012). In the context of vehicle emission regula-
tions, consumers may indeed save money, but they may
be sacrificing something else they value, such as trunk
space, all-terrain performance, safety, passenger capac-
ity, and more. To meet the regulations, car companies
will reduce these other characteristics throughout their
vehicle fleet. The government analysis ignores this loss
of value to consumers.

Since consumers act rationally when purchasing
cars, the fuel savings from the stricter regulations must
be less than the value lost from reductions in other ve-
hicle characteristics. If we exclude fuel savings from the
government’s analysis since they do not provide an ac-
companying estimate of the value lost from reductions
in other vehicle characteristics, the total benefits of the
regulations plummet from $41.9 billion to $8.7 billion
(Government of Canada, 2012; authors’ calculations).
When fuel savings are excluded, the costs of the regula-
tions ($11.2 billion) outweigh the benefits, producing a
net cost of $2.5 billion (Government of Canada, 2012;
authors’ calculations). And this assumes that govern-
ment estimates of the cost of new vehicles rings true.
The Canadian government estimates that meeting the
standards will add $2,095 to the cost of a new vehicle
(Government of Canada, 2012), but others believe this
to be an understatement. The US Environmental Protec-
tion Agency estimates that meeting the very similar US
standards will add $3,200 to the cost of a new vehicle
in the US (NADA, 2012). Furthermore, the US National
Automobile Dealers Association estimates that the new
standards will add more than $5,000 to the cost of a new
vehicle (NADA, 2012). Furthermore, Green (2012) pro-
vides evidence that fuel-sipping cars, such as electric
and gas-electric hybrids, are more expensive to insure
and maintain.

It is true that the North American auto market is
highly integrated, so some may argue that there may be
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some benefit from harmonized regulations between the
two jurisdictions. But does this policy offer a net benefit
to motorists? It seems unlikely. At the very least Canadi-
ans deserve a comprehensive analysis that presumes they
are rational, excludes fuel savings, includes higher ve-
hicle costs, insurance costs, and repair costs, and shows
the real consequences that will attend harmonizing the
standards. As well, less intrusive approaches, such as
more effective and accurate fuel economy labelling on
new cars, could be tried first before heavy handed regu-
lations are imposed.

Anytime a politician touts a policy as a “win-win,” citi-
zens should be skeptical; especially if the policy assumes
that the government knows what is better for consumers
than consumers know themselves. Peter Kent’s comments
and the government’s analysis of the new vehicle emis-
sions regulations overestimate the benefits and hinge on
the assumption that government knows best.

Notes

1 Drivers also drive more when required to purchase more fuel
efficient cars, but this is in addition to fuel savings. In the gov-
ernment analysis, the benefit to consumers of additional kms
driven is $3.3 billion (Government of Canada, 2012).
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How generous
are Canadians? &

Nachum Gabler, Milagros Palacios, and Charles Lammam

nadian society. This sector is actively engaged in

providing social services such as counselling, crisis
prevention, basic necessities, and education, all of which
help vulnerable Canadians in need. Given that charities
depend on the private donations of Canadians to sustain
their valued services, it is important to track the level of
private generosity this sector receives.

The Fraser Institute’s annual Generosity Index report
does just that by measuring and comparing private mon-
etary generosity in Canada and the United States. As in
previous years, the 2012 index shows that stark differ-
ences in charitable giving exist within Canada and also
between Canada and the US (Gabler et al., 2012).!

The Generosity Index measures private monetary gen-
erosity using two key indicators:* the percentage of tax
filers who donate to charity, which indicates the extent
of generosity; and the percentage of aggregate personal

The non-profit charitable sector is a vital part of Ca-

34 Fraser Forum March/April 2013

income donated to charity, which indicates the depth of
charitable giving.’ The jurisdictions included in the index
are the 13 Canadian provinces and territories, 50 Ameri-
can states, and the District of Columbia. The data used
is from the 2010 tax year, the most recent year for which
comparable data is available for both Canada and the US.

Charitable giving in Canada

Manitoba has the highest percentage of tax filers who donate
to charity in Canada (26.2%), followed by Saskatchewan and
Prince Edward Island (25.2% each), Ontario (24.5%), and
Alberta (24.2%). The provinces with the lowest percentage
of tax filers donating to charity are New Brunswick (21.3%)
and Newfoundland & Labrador (21.1%).

Manitoba leads the provinces and territories in terms
of donating the highest percentage of aggregate personal
income to charity. Citizens of Manitoba gave 0.92% of
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Table 1: Generosity Index scores (out of 10) and rankings (out of 64)
for Canadian provinces and territories

N Indicator 1: Percentage of tax Indicator 2: Percentage of
Generosity index filers donating to charity aggregatteolgtc]gg\t; donated
Province/ |Score (out Rank (out Score (out Rank (out Score (out Rank (out
Territory of100) of64) | %  of 100) of 64) %  of100)  of64)
Manitoba 3.8 39 26.2 5.3 24 0.92 2.3 47
Eflianncg Edward 35 43 25.2 5.0 31 0.83 2.0 52
Saskatchewan 34 46 25.2 5.0 31 0.73 1.7 57
Alberta 33 48 24.2 4.7 37 0.81 2.0 53
Ontario 3.3 48 24.5 4.8 33 0.75 1.8 56
British Columbia 3.0 51 22.0 4.0 44 0.80 1.9 54
Nova Scotia 26 56 22.6 4.2 42 0.55 1.1 59
New Brunswick 2.5 57 21.3 3.7 48 0.59 1.2 58
Rewfoundland 23 58 21.1 3.7 49 0.49 0.9 60
Quebec 2.1 59 21.9 3.9 45 0.31 0.3 62
Yukon 1.9 61 20.6 35 50 0.33 0.3 61
Rorthwest 12 63 16.8 23 60 027 0.1 63
Nunavut 0.0 64 9.7 0.0 64 0.23 0.0 64

Source: Gabler et al. 2012

aggregate income to charity, followed by Prince Edward
Island (0.83%), and then the two western-most provinces,
Alberta and British Columbia (0.81% and 0.80%, respec-
tively). Quebec ranks last among the provinces, donating
0.31% of aggregate income to charity.

Comparing Canada and the
United States

The most pronounced differences in private monetary
generosity exist between Canada and the US. In the US,
the extent of generosity is almost three percentage points
higher: 26.7% of US tax filers donate to charity compared
to 23.3% of Canadians.

www.fraserinstitute.org

Fraser Forum March/April 2013

The gap between the two countries widens signifi-
cantly when the depth of generosity is compared. In
2010, Americans gave 1.38% of their aggregate income
to charity, resulting in a total of US$170.2 billion in do-
nations.* This rate of giving is more than double that
of Canadians, who gave 0.66% of aggregate income
(CA$8.5 billion in total) to charity in 2010.° If Canadians
had given, in aggregate, the same percentage of their in-
comes to charity as did Americans, the Canadian chari-
table sector would have received an additional CA$9.2
billion in privately donated revenue (a potential total of
CA$17.7 billion).

The depth of the generosity gap varies significantly
among subnational jurisdictions. Maryland had the high-
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The only Canadian province
to make it into the top 25 on
this measure was Manitoba,
where 26.2% of tax filers
donated to charity.

est percentage of tax filers donat-
ing to charity (40.7%), followed by
Connecticut and New Jersey (36.6%
each), and Utah (34.0%). The only
Canadian province to make it into
the top 25 on this measure was Mani-
toba, where 26.2% of tax filers donat-
ed to charity.

Canadian provinces and terri-
tories perform far worse in terms
of the depth of charitable giving,
falling behind almost every Ameri-
can state. All of the states, with the
exceptions of Vermont (0.90%),
New Hampshire (0.89%), Maine
(0.89%), North Dakota (0.84%),
and West Virginia (0.79%), gave a
higher percentage of aggregate in-
come to charity than did any Ca-
nadian province. In Utah, 3.17%
of aggregate income was donated
to charity—the highest amongst all
jurisdictions. By contrast, in Can-
ada’s top-ranked province, Mani-
toba, 0.92% was donated.

Table 1 presents the results of
the 2012 Generosity Index for the
Canadian provinces and territories.
Manitoba, Canada’s top province,
ranked 39th overall (out of 64), and
scored 3.8 out of 10 on the 2012
Generosity Index. Quebec ranked
last among Canadian provinces,
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placing 59th overall with a score of
2.1. The three territories ranked at
the bottom of the list: 61st (Yukon),
63rd (Northwest Territories), and
64th (Nunavut).

Although not shown in Table 1,
the top-ranked jurisdiction overall
on the 2012 Generosity Index was
Utah, with an overall score of 8.9.
Maryland (scoring 7.5) and Con-
necticut (scoring 6.5) ranked 2nd
and 3rd, respectively.

Conclusion

The 2012 Generosity Index mea-
sures private monetary generosity
in Canada and the United States. By
measuring both the percentage of tax
filers who donate to charity and the
percentage of aggregate income do-
nated to charity in each jurisdiction,
the Generosity Index recognizes the
magnitude of charitable donations el-
igible for income tax deduction. Most
notably, the index shows that private
monetary generosity in Canada is
considerably lower than in the US.
The existence of this gap has great
importance since it limits the power
and potential of Canadian charities
to enhance the quality of life in their
communities and beyond.

Notes

1 All the data cited in this article are
sourced from Gabler et al., 2012.

2 The complete study also provides figures
on the average dollar value of charitable
donations in each jurisdiction. However,
this measure is not used to calculate the
overall Generosity Index because it is a
poor estimate of individual generosity,
by favouring relatively wealthy provinces
over relatively poor provinces.

3 The Generosity Index only measures do-
nations to registered charities that are tax
deductible and have been claimed as de-
ductions against income with the Canada
Revenue Agency. As such, the Generosity
Index does not account for noon reported
charitable giving where the beneficiary is
not a registered charity. For example, the
Generosity Index does not take into ac-
count for cash given to panhandlers or
church alms. Furthermore, though volun-
teering is an important form of charitable
giving, volunteer activity is not measured
by the Generosity Index.

4 Americans donations in 2010 totaled
CAS$175.2 billion using the 2010 ex-
change rate of CA$1 to US$0.971 (Statis-
tics Canada, 2013).

5 These numbers likely understate Ameri-
can charitable donations due to differences
in the Canadian and US tax systems. In the
US, tax filers may file either itemized or
non-itemized returns, although only those
filing itemized tax returns can claim chari-
table donations. Thus, a large group of US
tax filers may donate to registered charities,
but are unable to claim those donations.
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Canada’s Energy Future
Spotlight on Policy, Pipelines, Prosperity

Canada is an emerging energy super-producer.
As the dream of a world run mostly on
renewables continues to collapse, Canadian
energy interests are proving that state-of-the-
art resource development is synonymous with
environmental protection. But in the political
arena, Canada’s energy future and economic
prosperity are under siege.

Join Kenneth Green, Fraser Institute senior
director of the new Centre for Energy and
Natural Resource Studies and former scholar
with the American Enterprise Institute, for

a frank discussion about energy policy and
priorities. What does Canada stand to gain from
a west-to-east oil pipeline? What are the biggest
misconceptions around hydraulic fracturing Dr. Kenneth P. Green
(aka fracking) and will Canada realize its natural

gas potential? How will Obama’s energy policy

impact Canada? ThurSday,
st
Discuss these critical issues during a lively Ma rCh 2 1 ’ 201 3
debate following Dr. Green’s presentation.
No energy topic is off limits. 11:45 a.m.-1:30 p.m.

Register at www.fraserinstitute.org or by The Omni Hotel,
calling 514.281.9550 ext 305 Montreal
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shrewd businessman, generous community supporteb
visionary, and Fraser Institute donor, Dave Willliamson
passed away in November 2010. He was born in Vancouver in
1926. Always hard working, Dave had many odd jobs as a boy. After
he served in the army during World War 11, Dave worked for Exide

Battery in Manitoba and Ontario. In search of opportunity, he returned ’

umbia in 1964 and settled in the North Okanagah at

to British Col

Sicamous. He bought property o Mara Lake, developed an RV resort,
and sold it in 1968 with a bigger project in mind. Dave saw potential

d side of the lake, bought 12 acres of land, and
soon built it into a thriving resort called Shandy Cove. It became
so popular that in order to secure a spot for the following summer
families had to book a year in advance. Shandy Cove is now 2

community of owners where four generations and counting have

passed many happy, busy summers.

Dave was Jeader, and his skills and dedication created lasting
change in many areas. In 2007 he received the William Van Horne
Visionary Award in recognition of his pivotal role in establishing
the Tourism Industry Association of British Columbia.

As Dave prospered, he brought his generosity and skill to various
charitable causes. He often acted anonymously, funding services

that enhanced the everyday lives of community members. Just 2 few
months before he died, Dave provided seed money for the Eagle Valley

Communities Fund, a part of the Shuswap Community F
Causes that he was especially proud to support include the BC Cancer

Society, Salvation Army, and the Fraser Institute, where he felt a strong

attachment t0 the Institute’s practical and conservative ideology- Dave’s

generous bequest of $100,000 to the Institute will help ensure our work

continues on well into the future.

Dave was wonderful human being who gave much but asked for little.
o emulate

He left his family and huge circle of friends an example t

with his passion, tenacity, and determinati

opportunities and challenges.
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