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About How Canada Performs

How Canada Performs is a multi-year research program 

designed to enable leaders to identify relative strengths 

and weaknesses in Canada’s socio-economic performance. 

A suite of reports will be published under the How Canada 

Performs banner. How Canada Performs: A Report Card 

on Canada is the flagship product in this suite. Published 

annually, it benchmarks Canada’s performance (relative 

to that of 16 industrialized countries) in six major domains: 

Economy, Innovation, Environment, Education and Skills, 

Health and Society. Twenty-six companies invested in 

the project, providing invaluable financial, leadership 

and knowledge support. 
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On behalf of The Conference Board of Canada, 

I’m proud to present the inaugural edition of 

How Canada Performs: A Report Card on 

Canada, which sets a new standard in measuring Canada’s 

achievements in key areas of national performance. This 

publication has its roots in the decade-long benchmark-

ing component of our annual Performance and Potential 

report. Continuing that tradition, this report sets out the 

results of benchmarking in six major domains and com-

pares Canada’s achievements with those of 16 other 

major industrialized countries.

However, this year’s national benchmarking by the 

Conference Board is significantly improved. Our revised 

methodology focuses on outputs rather than inputs—on 

what has actually been achieved rather than how much 

has been invested. This approach enables us to assess 

where Canada is reaping a good return on its invest-

ments and where new strategies are needed. 

The results emerging from How Canada Performs: 

A Report Card on Canada confirm the main message 

delivered by the Conference Board in its benchmarking 

over the past decade: Canada is falling far short of its 

potential and increasingly lags behind its international 

peers. Yet our new focus on output indicators throws 

familiar themes into relief. Above all, we show that this 

country is doing dismally in the critically important 

area of innovation. And the implications of that failure 

are not confined to the domain of innovation alone; they 

show up in the absence of creative policy and investment 

decisions across all the other domains, from health to 

the environment to the economy. 

By identifying shortcomings in national achievement, this 

report suggests how Canada can invest more wisely to 

produce tangible improvements in the short and medium 

term. What is needed is not necessarily more spending in 

all policy areas but smarter spending within each domain. 

In today’s booming economy, Canada is wasting oppor-

tunities that may not be available in the years and decades 

ahead—a failure that our own and future generations will 

regret. Canadian leaders and citizens should seize the 

moment and resolve to spend our resources—in infra-

structure, education, social programs, environmental 

technologies and health promotion—more effectively.

I am very grateful to the investors (listed in the acknow-

ledgements) who made this project possible.

Anne Golden

President and Chief Executive Officer

May 2007 
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HIGHLIGHTS

Canada achieves uneven 

results in The Conference 

Board of Canada’s new 

report card that bench-

marks Canada’s socio-

economic performance 

against the performance of 

16 other top Organisation 

for Economic Co-operation 

and Development coun-

tries across six domains. 

The report card paints a 

portrait of a mediocre per-

formance that will not be 

good enough to meet the 

fun damental goal of a high 

and sustainable quality 

of life for all Canadians.

• Most discouraging is 

Canada’s poor perform-

ance in innovation, where 

we earn a “D” and rank 

14th—or fourth to last. 

Innovation is centrally 

important to Canada’s 

competitiveness and sus-

tainable prosperity, and it 

underpins performance 

in the other domains. 

We earn our best grade—

an “A”—in the Education 

and Skills domain, where 

we deliver a high-quality 

education to people between 

the ages of 5 and 25 with 

comparatively modest 

spending. How ever, we 

do not produce enough 

post-graduates in the 

disciplines that support 

innovation, and we fail to 

meet the basic skills and 

literacy needs of our adult 

population. 

•

•

In the Economy, Health 

and Society domains 

we are a “B” performer, 

results that underscore 

the argument that the 

Conference Board has 

made over the last decade: 

Canada is not keeping up 

with the top performers in 

the global economy. 

On the environment, 

Canada is a yin-yang per-

former. On balance, it gets 

a “D,” which puts it near 

the bottom of the pack. We 

do well on some dimen-

sions, but are dragged 

down by poor perform-

ance on climate change 

and waste generation.

•

•
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The Conference Board of Canada has taken its 

11th annual snapshot of Canada so that we 

can see how we are doing, what we are doing 

well, what we are doing poorly and how we compare 

with our peers. How Canada Performs: A Report Card 

on Canada continues the tradition of benchmarking 

Canada’s performance against that of the best countries 

in the world. This report card also does something new. 

It ranks outcomes. It tells us what we are achieving, not 

what our efforts are. It measures Canada’s performance. 

It then looks at the underlying causes of that perform-

ance and at the policies that can improve how we do 

in the future.

This report card does something new. It ranks outcomes. 
It tells us what we are achieving, not what our efforts are.

THE BIG PICTURE

How are we doing? Are we “leading”—an “A” performer, 

or “trailing”—in the bottom group? Or are we “in the 

pack”? The big picture is not encouraging. This report 

card compares Canada’s performance with the perform-

ance of 16 peer countries in six different domains—

Economy, Innovation, Environment, Education and 

Skills, Health and Society—to assess how well Canada 

is meeting its fundamental goal of creating a high and 

sustainable quality of life for all Canadians. 

The results are very uneven. (See Table 1.) To be charit-

able, Canada is in the middle of the pack, excellent in one 

area and poor in other critically important areas. A Report 

Card on Canada tells a story of mediocrity, a medioc-

rity that clearly will not be good enough to meet the 

fundamental goal of a high and sustainable quality of life 

for all Canadians. 

Most discouraging is Canada’s poor performance in 

innovation. Canada earns a “D” in this domain, ranking 

14th—or fourth to last among the 17 comparator coun-

tries. Innovation is centrally important to Canada’s com-

petitiveness and sustainable prosperity, yet performance 

in this domain is woefully inadequate. This, in turn, is an 

A Report Card on Canada
An Overview

CHAPTER 1

Table 1
Canada’s Report Card by Domain

Grade

Economy �

Innovation �

Environment �

Education and Skills �

Health �

Society �

Source: The Conference Board of Canada.
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important part of the story of Canada’s failure to keep up 

with the top performers in the Health and Society domains.

Canada is also a “D” performer in the Environment 

domain where, despite our size, relatively small pop-

ulation and good performance on some measures, our 

record on climate change and waste generation drags our 

performance down in comparison with that of peer coun-

tries within the Organisation for Economic Co-operation 

and Development (OECD).

At the other end of the spectrum, we earn our best 

grade—an “A”—in the Education and Skills domain, 

where we rank third among the 17 countries. With 

comparatively modest spending, Canada delivers high-

quality education to people between the ages of 5 and 

25. There are, however, two major weaknesses in our 

performance. Canada does not produce enough post-

graduates in the disciplines that underpin innovation, 

which contributes to our poor performance in that 

domain. We also do not do well in basic skills and lit-

eracy for our adult population, a population that will 

become increasingly important in a future of aging 

demographics and shrinking labour markets.

In the domains of economic and social performance 

and in health outcomes, we are a “B” performer. These 

rankings confirm the argument the Conference Board 

has made repeatedly over the last decade: Canada is not 

keeping up with the top performers in the global econ-

omy. This is a familiar message. More surprising, in 

health and social outcomes, we are not living up to our 

brand. We could be doing much better.

Is it possible to be a leader across all these different 

domains? What are reasonable expectations? The com-

parison among the 17 countries puts Nordic countries at 

the top of the rankings across the six different domains. 

The Nordics are different from Canada; they all have 

smaller and more homogeneous populations, as well as 

unitary governments. What the analysis does show is 

that their openness to competitive pressures and their 

culture of learning have helped to spur innovation. 

Their performance also suggests that a strong record of 

social inclusion and environmental protection is com-

patible with an open, competitive economy. Canada’s 

report card five years from now could show significant 

improvement in all six domains if we do the right thing.

INNOVATION

This overview begins with a look at Canada’s perform-

ance in innovation because innovation is an important 

part of the story in the five other domains that we examine. 

It is an essential component of a high-performing econ-

omy; it is also critical to environmental protection, to a 

high-performing education system, to a well-functioning 

system of health promotion, disease prevention and 

health care, and to an inclusive society. Without inno-

vation, all these systems stagnate and Canada’s per-

formance deteriorates in comparison with that of its 

peers. Our competitors are not standing still.

What story does the benchmarking of Canada’s record 

in innovation tell? Our performance in innovation is 

stunningly poor. We rank 14th out of 17 countries, the 

fourth from the bottom. (See Table 2.)

Without inno vation, Canada’s economic, environmental 
and social systems stagnate and our performance 
deteriorates in comparison with that of our peers. 
Our competitors are not standing still.

This poor showing is a serious weakness in Canada’s 

overall performance and an alarming portent for the 

future. Innovation is an essential component of pro-

ductivity and prosperity. It is only through innovation, 

insists the OECD, only through the development and 

exploitation of new products, processes, services and 

systems, and only through the constant upgrading of the 

quality of what a country already produces, that coun-

tries can sustain growth and productivity. Canada is no 

exception to this general rule.

To assess performance, we look at the creation of know-

ledge, the diffusion of knowledge, the transformation of 

knowledge and the use of knowledge through commer-

cialization. We also examine the creation of a policy 

environment that enables innovation. 
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These measures put some precision into the debate on 

innovation, but they also give us a flavour of how Canada 

performs along a number of dimensions. Canada’s record 

in innovation is poor across almost all these measures. On 

the two indicators of knowledge creation, Canada rates 

a “C” and a “D.” Canadian scientists publish 783 scien-

tific articles per million population, while Swiss and 

Swedish scientists publish over 1,100 per million popu-

lation. Sweden is one of the top investors in knowledge. 

Triadic patents are patents that are filed simultaneously in 

Europe, Japan and the United States to protect the same 

invention. The number of triadic patents per million 

population in Canada is well below the number of most 

of our comparator countries. Canada does no better on 

the diffusion of knowledge; the score is a “D.” Again, 

Switzerland is a top performer on this dimension.

Only on knowledge transformation does Canada rank 

well. On this measure, Canada gets an “A.” Canada is 

second only to the U.S. in the amount of venture capital 

investment as a percentage of gross domestic product 

(GDP). But there are important caveats. Capital invest-

ments for each venture in Canada are typically one-third 

the size of those in the United States, due partly to the 

high number of early-stage ventures. As a result, Canada 

spends a larger percentage of GDP on early-stage finan-

cing, while all 16 comparator countries allocate the 

majority of investment to expansion.

A competitive advantage based solely on low cost or 
local natural resources is not sustainable. 

The single most robust measure of innovation is the share 

of revenue from new or significantly improved goods 

or services. The percentage of European firms deriving 

more than one-quarter of their revenue from innovative 

products and services is substantially higher than the 

percentage of Canadian firms. Our abundant natural 

resources may be a handicap here. Canada’s reliance 

on natural resource products partially explains why 

Canada derives less of its revenues from innovative 

products. The Conference Board has argued again and 

again that a competitive advantage based solely on low 

cost or local natural resources is not sustainable. China, 

India and Brazil, among others, are knocking at the door.

Canada fares no better on the use of new knowledge 

products. It is below average in the share of gross value 

added generated by high- and medium-high technology 

manufacturing. A look at the best performer—Ireland—

highlights the gap. Ireland generates about 21 per cent 

of its total gross value from high- and medium-high 

technology manufacturing while Canada generates only 

6.4 per cent. And our record is somewhat worse than 

this simple measure suggests. The majority of Canada’s 

gross value added comes from medium-high technology 

Table 2
Innovation Domain Report Card

Rank Country Grade

1 Switzerland �

2 Sweden �

3 Finland �

4 United States �

5 Germany �

6 Netherlands �

7 United Kingdom �

8 Belgium �

9 Denmark �

10 Ireland �

11 Japan �

12 Austria �

13 France �

14 Canada �

15 Norway �

16 Australia �

17 Italy �

Source: The Conference Board of Canada.
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manufacturing, while in Finland the majority is generated 

by high technology manufacturing. Canada is also slightly 

below average in the total gross value added generated 

by knowledge-intensive services industries, such as 

telecommunications, finance and insurance, and busi-

ness services. 

Canada’s performance is consistent across almost all 

these measures—consistently poor. Why is performance 

so poor in a country with a highly educated and skilled 

population? What is holding Canada back? What are 

we missing?

Canada has a shortage of the skilled people who are 

essential for innovation. We have 7.2 researchers per 

1,000 employees, compared with 16.5 per 1,000 in top-

ranked Finland. Canada ranks 12th among the 17 com-

parator countries in the proportion of graduates with 

science and technology degrees. It hardly needs saying 

that China and India are producing these kinds of gradu-

ates at an ever-increasing rate. We look at this issue again 

when we assess Canada’s performance in education.

Canada’s investment in knowledge and knowledge prod-

ucts is also a warning light. We are about average in our 

investments in knowledge (i.e., research and develop-

ment (R&D), higher education and software) as a share 

of GDP. However, over the last decade, this share has 

not grown; Sweden’s share increased by 1.7 percentage 

points. A stagnant rate of investment in knowledge does 

not bode well for the future of Canada’s economy. These 

investments often generate returns many years later. 

In the policy environment, one anomaly jumps out 

immediately. Canada is a leader, along with Norway 

and Japan, in the tax subsidies it offers to small- and 

medium-sized enterprises and to large firms for R&D. 

If we ranked Canadian performance on tax subsidies, 

Ottawa would get an “A.” Yet, despite these generous 

tax subsidies, business R&D intensity is low—we rank 

fourth from the bottom. 

A second thread in the policy environment is more 

promising. Some countries—such as Finland, Ireland 

and South Korea—have developed successful national 

strategies for boosting innovation by focusing on specific 

areas of expertise. In each area, the national strategy might 

include attracting foreign direct investment (FDI), 

developing a skilled workforce, providing public fund-

ing for R&D and developing the necessary infrastruc-

ture. Canada can no longer be all things to all people; it 

is time to develop a national strategy to focus on specific 

paths to Canadian innovation and excellence. 

Innovation is fundamental to Canada’s productivity and 

competitiveness. It is also fundamental to Canada’s per-

formance in education, health, society and the environ-

ment. Yet we are performing poorly across almost all 

dimensions and rank in the bottom quarter of our peer 

group. We lag in investment in R&D and in machinery 

and equipment, and we produce a lower share of gradu-

ates in science, engineering and the trades. We are not 

keeping up either in the creation or in the commercializa-

tion of knowledge. It is no surprise that high-technology 

products and services contribute less than they should 

to our economy and limit our comparative advantage. 

Innovation is fundamental to Canada’s productivity and 
competitiveness. Yet we are performing poorly across 
almost all dimensions and rank in the bottom quarter of 
our peer group. 

Governments at all levels and Canadians will have to 

do more. Without significant increases in these basic 

investments by both the public and the private sectors, 

improvement in our performance will be very difficult. 

But that is only part of the story. Anecdotal evidence 

from many sectors suggests that Canadians are compla-

cent and generally unwilling to take risks. Our culture 

is unwilling to accept the failures that are built into an 

environment that genuinely supports risk taking. Nor 

are we wholly comfortable with differentiation, success 

and excellence. 

This culture holds Canada back in entrepreneurial and 

technological innovation. It holds us back in the develop-

ment of new approaches and new technologies to protect 

the environment. It also holds us back in innovating in 

our health-care system, in experimenting in our educa-

tional system, and in social innovation. It is this culture 

that must change and change quickly.
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We argue that Canada needs the energy that will come 

from a national vision to encourage innovative behaviour. 

Canada also needs a strategy to focus our investments 

in commercialization where we can create and sustain a 

globally competitive advantage. The Conference Board 

has created a Leaders’ Panel on Innovation-Based 

Commerce (LPIC) to propose national paths and priorities 

for the investments of businesses, governments and aca-

demic institutions in innovation. Canada will need the 

same kinds of strategies for health, for education, for social 

innovation and for innovation to protect the environment. 

Canada ranks only 11th among 17 countries in the 
Economy domain.

ECONOMY

Canada has a booming economy, subdued inflation and 

a strong currency, and its resources are a global asset, 

particularly in today’s markets with their high commod-

ity prices. All the fundamentals seem to be in place 

for top economic performance. Yet Canada ranks only 

11th among 17 countries in the Economy domain. (See 

Table 3.) Canada is now last among the top half. Its rec-

ord could be much stronger than it is, given its strong 

assets of a highly educated labour force and its endow-

ments in natural resources. Why this mediocre perform-

ance? What is holding us back from becoming a leader? 

How is economic performance measured? Seven indica-

tors paint the picture. Canada scores an “A” on inflation, 

“B”s on GDP growth, labour productivity growth and 

unemployment, and “C”s on GDP per capita and out-

ward FDI. Canada’s worst performance—a “D”—is on 

inward FDI.

What can Canada learn from that star performer, Ireland, 

ranked at the very top? Today, Ireland has one of the 

highest levels of GDP per capita in the world and one 

of the lowest unemployment rates in the OECD. In the 

past decade, Ireland had strong GDP growth and aver-

aged productivity growth of over 3 per cent per year. 

Yet just 20 years ago, Ireland had high unemployment, 

deep poverty, a stagnating urban landscape and high 

rates of emigration. Since 1990, this “Celtic Tiger” has 

moved its GDP per capita from one of the lowest in the 

OECD to fourth place.

There is no single magic bullet in the story of Ireland’s 

success. Several factors contributed to the economic 

boom of the 1990s. Nonetheless, Ireland’s FDI-friendly 

environment provided a strong foundation. Ireland was 

one of the first countries in the world that deliberately 

tried to attract FDI. Its strategy centred on setting low 

corporate tax rates on foreign capital and the creation of 

Table 3
Economy Domain Report Card

Rank Country Grade

1 Ireland �

2 Norway �

3 Netherlands �

4 Switzerland �

5 Sweden �

6 Austria �

7 United States �

8 Belgium �

9 Denmark �

10 United Kingdom �

11 Canada �

12 Japan �

13 Australia �

14 Finland �

15 France �

16 Germany �

17 Italy �

Source: The Conference Board of Canada.
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an agency—the Industrial Development Agency (IDA)—

to seek out and attract foreign capital. The IDA has con-

centrated on business sectors that are closely matched 

with the emerging needs of the economy, and has built 

links between international businesses and universities 

and research centres to develop the necessary skills. It 

has also promoted the development of infrastructure, 

business support services, telecommunications and edu-

cational institutions. Not surprisingly, the largest share 

of gains in employment in Ireland has been in foreign-

owned companies, mostly in the high-tech sector. This 

growth in employment has helped to enable social innov-

ation and the development of a poverty-reduction strategy 

that crosses all sectors of society. Open ness and innova-

tion across the divides mattered.

Canada is a yin-yang performer in the Environment domain. 
We score well on some indicators but, on balance, we 
get a “D,” which puts us near the bottom of the pack. 

What can Canada do? To strengthen its economy, Canada 

needs to increase its productivity and investment. To 

improve economic performance so that Canada can sus-

tain a high quality of life for all its citizens, Canada has 

to increase domestic investment, both in machinery and 

equipment (particularly information and communications 

technology) and in physical infrastructure. Canada’s 

high taxes on capital investment are not conducive to 

fostering investment; they should be cut to bring our 

rates much closer to the world average.

Canada must also promote inward and outward FDI. In 

today’s global economy, countries are connected not only 

through migration and trade, but also through the flow 

of finances and the resulting diffusion of technology. To 

move up the global value chain, Canada has to become 

more open to competition, increase its trade in services, 

reduce regulatory barriers and lower capital tax barriers 

so that this country becomes more attractive to FDI.

This snapshot of the Canadian economy is both encour-

aging and discouraging. It is encouraging in that so 

many of the fundamentals are strong in comparison with 

those of other high-performing economies. Inflation 

is under control, the trend in unemployment is mov-

ing in the right direction and our currency is stable and 

strong. What is discouraging is the gap in performance 

given these strong fundamentals. Canadians need to 

invest much more in machinery and equipment to boost 

productivity. Governments need to invest more, much 

more, in physical infrastructure, reduce unnecessary 

regulation and lower effective tax rates on capital. Both 

the public and the private sectors have to do far better 

at fostering innovation and at moving innovative ideas 

into markets and into practice. These are not unreason-

able expectations of the private and the public sectors. 

Meeting these expectations is essential if Canada’s eco-

nomic report card is to improve over the next few years.

ENVIRONMENT

Canada is a yin-yang performer in the Environment 

domain. On balance, it gets a “D,” which puts it near 

the bottom of the pack. (See Table 4.) 

How do we measure environmental performance? We 

look at air, water, biodiversity, land and climate change. 

We do relatively well on some dimensions. Canada gets 

a “B” in air quality, although several major urban regions 

are suffering from high levels of air pollution. The qual-

ity of air directly impacts population health and to the 

quality of life, so Canada’s leaders across all levels of 

government will have to pay special attention to the pol-

lution that is so troubling in some of Canada’s big cities.

Canada scores very high in water quality. Generally, 

our freshwater lakes have low concentrations of phos-

phorus. We do as well as we do because of our low use 

of fertilizer, the high percentage of Canadian cities that 

use secondary water treatment facilities, and finally an 

abundance of water bodies that are remote and still 

relatively unaffected by human development.
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Canada also does well in protecting biodiversity. One 

of the two measures is threatened bird, mammal and 

plant species as a percentage of total known species in 

the country. Canada’s uninhabited forests, wetlands and 

tundra regions support a wide range of plant and animal 

life, and because many of these regions are so remote, 

species are not under threat. As the search for natural 

resources expands, it will be important to protect and 

preserve these natural habitats.

The second measure of biodiversity is the gain or decline 

in forest cover in the last decade. Canada gets a “B” for 

its performance. Ireland, the United Kingdom, France 

and Norway expanded their coverage, while Canada only 

maintained its forests. But the record is better than it 

looks. Canada has been able to maintain its forest cover 

despite the most extensive forestry harvests of any of its 

peer group countries. That it has succeeded in doing so 

is due both to the extensive licensing system that oversees 

the forest industry and the industry’s efforts to ensure 

good practices through forest certification.

So what explains our overall poor performance in the 

Environment domain? One reason is that our level of 

waste generation is higher than that of any of our com-

parator countries. Canada gets only a “D” on this indica-

tor. This will not surprise many Canadians who live in 

large cities and hear an almost constant stream of “trash 

talk.” Despite that poor ranking, Canada’s recycling 

effort—a policy indicator—is large compared with the 

effort of comparator countries, earning Canada a “lead-

ing” designation. 

Only Australia and the U.S. have higher per capita 
levels of carbon dioxide emissions.

Our other area of serious weakness is climate change—

Canada’s Achilles heel. Our carbon dioxide emission 

levels (per capita and per unit of GDP) are among the 

highest in the comparator group of countries. Only 

Australia and the U.S. have higher per capita levels of 

carbon dioxide emissions. It is not difficult to understand 

why our emission levels are so high. They reflect in 

part our vast geography and our cold northern climate. 

There is more to the story, however, than our geography. 

Canada’s economy, as we have seen, relies heavily on 

natural resources. Production of fossil fuel products is 

already high and still growing. We export most of our 

natural resource products to other countries that receive 

a hidden benefit. They import the products that generate 

these emissions, but are not held accountable for the 

emissions in any scoring of their national performance.

Table 4
Environment Domain Report Card

Rank Country Grade

1 Sweden �

2 Finland �

3 Norway �

4 Switzerland �

5 Italy �

6 Austria �

7 France �

8 United Kingdom �

9 Denmark �

10 Japan �

11 Ireland �

12 Germany �

13 Netherlands �

14 Canada �

15 Belgium �

16 Australia �

17 United States �

Source: The Conference Board of Canada.
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Since Canada signed the Kyoto Protocol in 1997, suc-

cessive federal governments have produced three plans 

to reduce GHG emissions and introduced one bill in the 

House of Commons, while Canada’s emissions have 

risen 27 per cent. Canada’s poor performance is now 

a major political and social issue in Canada. We are 

still in the early stages of formulating policy on carbon 

dioxide emissions, a decade after the Kyoto Protocol 

was signed.

With the right mix of policies, Canada can become 
an important net exporter of energy with a low-carbon-
emitting economy. 

It is imperative that Ottawa—in partnership with other lev-

els of government, the private sector and the voluntary sec-

tor—reconcile Canada’s economic interest in developing 

our extensive energy resources with the need to reduce 

GHG emissions. Although we discharge only 2 per cent 

of worldwide emissions, we can improve our performance 

significantly through gains in energy efficiency and the 

development and use of lower emitting technologies. With 

the right mix of policies—such as cap and trade systems—

we can reconcile being an important net exporter of energy 

with a low-carbon-emitting economy. Canada has the 

potential to become a clean energy superpower.

EDUCATION AND SKILLS

Canada gets its best grade—an “A”—in the Education 

and Skills domain. We rank third out of 17 countries. 

(See Table 5.)

Canada’s strong performance is encouraging because an 

educated population is so important to Canada’s future. 

Well-educated citizens are more actively engaged in 

society at all levels and tend to make better personal 

choices that affect their quality of life. They also earn 

more than the less well-educated and make an important 

contribution to business innovation, productivity and 

national economic performance. Although technology 

continues to advance, people remain central to our eco-

nomic and social prosperity. People continue to be the 

principal source of growth in total factor productivity, 

and well-educated and talented individuals drive the 

bulk of the innovation that creates and improves products 

and services in our economy. 

There is a strong and direct relationship between invest-

ments in education, educational attainment and economic 

growth. An average per capita increase in education of 

one year increases aggregate productivity by 5 per cent. 

In Canada’s economy today, this would add more than 

$60 billion to our GDP. A 1 per cent increase in numeracy 

Table 5
Education and Skills Domain Report Card

Rank Country Grade

1 Finland �

2 Sweden �

3 Canada �

4 Japan �

5 Australia �

6 Switzerland �

7 United Kingdom �

8 Belgium �

9 Netherlands �

10 Germany �

11 France �

12 Denmark �

13 Norway �

14 Austria �

15 Ireland �

16 United States �

17 Italy �

Source: The Conference Board of Canada.
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and literacy skills would lead to a 1.5 per cent permanent 

increase in GDP. A strong performance on education is 

vital to good citizenship, better quality of life and 

improved productivity and innovation.

Canada has an efficient, cost-effective and flexible sys-

tem for moving large numbers of young people through 

elementary, secondary and post-secondary education. 

When we divide those who go through this system into 

three groups—the basic participants in the economy, the 

mainstream participants and the advanced participants 

(who are innovators, entrepreneurs and leaders)—we 

can better see the strengths and weaknesses of Canada’s 

education system. The mainstream participants are the 

vast majority, with the other two groups as outliers at 

both ends of the spectrum. 

Canada has a high rate of secondary and post-second-

ary completion, which testifies to the effectiveness of 

the education system for the mainstream participants. 

It does not work as well, though, for the basic partici-

pants, who include disproportionate numbers of dis-

advantaged people, Aboriginal people, immigrants and 

mature workers. Nor does the education system work 

well for the highly educated and innovative people at 

the other end of the spectrum. 

Many Canadians among the basic participant group are 

“weakly attached” to educational institutions and tend to 

under-invest in their skills development. Notable here are 

immigrants, who often have difficulty having their educa-

tional credentials recognized and who typically feel alien-

ated from our university and college systems. As Canada’s 

labour force growth becomes more and more dependent 

on immigrants, this failure to engage immigrants will have 

an increasingly negative impact on our economy.

The “weakly attached” category also includes Canadian 

adults who lack basic literacy and numeracy skills, even 

though many have completed secondary school. Over 

7.5 million adult Canadians have low basic skills and low 

levels of literacy. Shockingly, the OECD’s International 

Adult Literacy Survey found that 42 per cent of Canadians 

between the ages of 16 and 65 had levels of literacy too 

low to allow them to be fully competent in most jobs 

within our economy. 

Another important group of weakly attached and under-

served people is mature workers aged 50 and over. As 

our population ages, it is becoming more important to 

keep these mature workers in the labour force longer. 

An older workforce will present new kinds of educa-

tional challenges. Mature workers are typically long-

established in the labour force, but often find that they 

need new knowledge and skills as their workplaces 

change due to advances in technology and the develop-

ment of new products and services. Improving their lit-

eracy and basic skills is essential to their gaining more 

advanced skills and competencies. Currently, neither 

public education nor corporate training is providing the 

resources mature workers need. 

Canada’s education system works well for mainstream 
participants, but does not work as well for the basic 
participants or for the highly-educated and innovative 
people at the other end of the spectrum.

To make matters worse, real investment in training in 

Canada is falling. In 1996, employers invested $842 per 

employee, but in 2006, they invested only $699 (1996 $). 

Employ ees’ skills deficiencies are clearly not yet a major 

priority for Canadian employers, who leave learning 

largely to Canada’s public education system. 

Those at the other end of the spectrum—the advanced 

participants—are inadequately served by our universities. 

The public supports university funding largely to ensure 

the broadest possible access rather than to fund high-

performing academic elites. The Canadian university 

system continues growing to enhance access for young 

people graduating from secondary school, and funding 

is widely dispersed among an expanding number of uni-

versities. Consequently, Canada has been able to fund 

only a very few world-ranked research universities that 

can attract talented people to study in Canada at the 

doctoral level. Our graduation rate of doctoral students 

is strikingly low in comparison with performance on 

other measures of educational excellence and in com-

parison with our peers. Canada ranks next to last among 

the group of comparator nations. Our poor performance 

here is a serious concern that does not bode well for our 
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future. The failure to differentiate among institutions and 

the political inability to fund excellence contribute to 

Canada’s comparative weaknesses in high-level academic 

achievement—and associated weaknesses in innovation. 

The poor performance in the production of doctorates 

becomes even more alarming when we look more closely 

at mathematics and basic science. Canada ranked a modest 

eighth in scientific articles per million population—a 

proxy for significant contributions to original scientific 

thinking—even though it ranks second in higher education 

R&D spending as a percentage of GDP. Clearly, our 

education system does not stimulate enough students 

to complete post-graduate degrees in the sciences and 

the technical disciplines that underpin innovation.

What can Canada do to fill these gaps in an otherwise 

effective, cost-efficient and relatively flexible education 

system? Three priorities stand out.

Canada needs to improve the openness and transparency 

of our post-secondary institutions and licensing organiz-

ations. Given Canada’s significant and growing reliance 

on immigrant labour, we need to do a much better job 

of recognizing and accrediting skills and education that 

have been acquired in other countries. 

More attention also needs to be paid to adult basic 

education because of the significant number of adult 

Canadians who are at low levels of literacy. These 

low literacy levels arise from a multiplicity of factors, 

including disability and social exclusion, and will 

require a more broadly integrated approach to change 

outcomes. It is also important to improve Canada’s sys-

tem for lifelong learning, especially for mature workers 

in an aging workforce. Governments could assist by 

offering tax incentives to employers for targeted develop-

ment of particular skills that are in short supply. 

It is important to fund and support a select handful of 

world-class research universities in Canada that can 

attract the best doctoral students (to study) and young 

faculty (to teach). In order to do so, governments will 

have to differentiate among post-secondary institutions 

and make a deliberate decision to provide enhanced sup-

port for our most internationally competitive universities. 

If they do not, we will have no internationally competi-

tive post-secondary institutions in our future. The losses 

from the decline of the handful of world-class educa-

tional institutions that we have would be many, and 

clearly our capacity to innovate would be truncated.

HEALTH

Canada gets a “B” in the Health domain. It places eighth 

among 17 countries. (See Table 6.) Canada does best on 

low death rates from influenza and pneumonia and on the 

public’s perception of health status. We get solid “B”s 

on male life expectancy, premature mortality, the suicide 

rate, and death from chronic diseases such as cancer, 

circulatory diseases and respiratory disease. We are only 

in the third quartile for female life expectancy and death 

from heart disease. We receive two “D”s, one for infant 

mortality and the other on death from diabetes. This last 

score is alarming.

More attention needs to be paid to adult basic education 
because of the significant number of adult Canadians who 
are at low levels of literacy.

Our middle-of-the-road ranking—a solid “B”—would 

surprise most Canadians who are proud of their univer-

sal health-care system. This grade concentrates on the 

health of Canada’s population and treats the health-care 

system as one of several contributors to the health of 

our population. The most important contributors to 

public health are tobacco and alcohol consumption, 

physical activity and eating habits—all factors outside 

Canada’s health-care system.

The evidence that Canadians are changing some of their 

habits is encouraging. Canada has the lowest proportion 

of smokers of any OECD country; only 15 per cent of 

Canadians are daily smokers. It is no accident that we 

perform so well on this measure; a vigorous campaign 

to curtail smoking in public spaces and to change public 

attitudes toward smoking has helped. Canadians also 

drink less alcohol than do people in most other com-

parator countries.



The Conference Board of Canada | 11

We do not do as well on physical activity and eating 

habits. Canadian data show that only half the popula-

tion reports being active or moderately active, and only 

about 40 per cent eat the five or more servings of fruits 

and vegetables a day that are recommended in Canada’s 

Food Guide. Childhood obesity has more than doubled 

in Canada, from 12 per cent three decades ago to 26 per 

cent today. Among Aboriginal youth, 55 per cent of 

those living on reserves are obese.

The data are no more encouraging for adults. Just over 

57 per cent of the adult population in Canada is over-

weight or obese. That is 23 per cent higher than the 

17-country average. There is little doubt that obesity 

is contributing to Canada’s growing incidence of heart 

disease and diabetes. We score an astonishingly low 

“D” on diabetes mortality. Type 2 diabetes is increasing 

dramatically because of the aging population, rising 

obesity rates, sedentary lifestyles and increased risk 

factors for Aboriginal people and new Canadians. One 

in every 11 Canadian adults now suffers from diabetes, 

and there is a growing incidence of type 2 diabetes among 

children from high-risk populations. This may be the 

first generation of children in more than 100 years who 

can expect worse health outcomes than their parents.

We have no choice but to adopt a new business 
model for health care.

What can Canada do to improve health outcomes among 

the population? Funding for health promotion and dis-

ease prevention invariably competes with the financial 

demands of the health-care system. It is often politically 

difficult to deny urgent needs in the present to invest in 

the future. Yet the demographic profile of our society is 

changing as we age and so is the incidence of chronic 

disease. By 2030, the proportion of Canadians over 65 

will be double the proportion of seniors in 1980. Unless 

we change our attitudes and behaviour, we will face a 

growing burden of disease from diabetes and cancer. 

Health-care costs are rising now, chronic care is con-

suming an ever-larger share of total health-care spending 

and we are not making significant progress in prevention. 

We have no choice but to adopt a new model. The new 

business model for health care must be the prevention 

and the management of chronic disease. In the recently 

announced Integrated Pan-Canadian Healthy Living 

Strategy, governments in Canada set a target of a 20 per 

cent increase by 2015 in the number of Canadians who 

are physically active, eat healthy foods and achieve a 

healthy body weight. These are the building blocks of 

Table 6
Health Domain Report Card

Rank Country Grade

1 Switzerland �

2 Japan �

3 Sweden �

4 France �

5 Australia �

6 Norway �

7 Italy �

8 Canada �

9 Netherlands �

10 Germany �

11 Finland �

12 Austria �

13 United Kingdom �

14 Belgium �

15 Denmark �

16 United States �

17 Ireland �

Source: The Conference Board of Canada.
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prevention. British Columbia’s internationally lauded 

ActNow program, which encourages citizens to exercise 

more and eat healthier food, is a particularly promising 

model of intra-governmental collaboration in health 

policy development. The development of a report card 

assessing Canada’s progress on its stated health-care 

goals would be an important component of the new 

business model.

Population health strategies must also target funding 

for improved information technology, electronic patient 

records, training and development, and innovation that 

will allow Canada to renew its health-care system and 

make it among the very best. Greater receptivity to innov-

ative technologies and health-care delivery systems is a 

must. So is investment in research infrastructure, which 

can generate and evaluate new approaches to prevention 

and management. Again, innovation is the thread that 

runs through this story.

SOCIETY

Canada ranks 10th out of 17 countries in the Society 

domain. (See Table 7.) We find ourselves below the 

Nordic countries, but it is surprising to discover that we 

score less well than the Netherlands, Austria, Germany 

and France on a broad set of measures. Tenth place is 

not where most Canadians think their society is. 

Particularly troubling is Canada’s low score on child 
poverty, a marker of equity in the present and the 
future of our society. 

How is the performance of our society measured? 

Social performance is measured using 15 indicators 

across three dimensions—self-sufficiency, equity and 

social cohesion. 

Canada does not get a “D” grade on any one of these 

indicators, but it does get “C”s on 6 of the 15 measures. 

Particularly troubling is the low score on child poverty, 

a marker of equity in the present and the future of our 

society. We also score poorly on poverty among the 

working-age population. 

Table 7
Society Domain Report Card

Rank Country Grade

1 Norway �

2 Denmark �

3 Netherlands �

4 Sweden �

5 Switzerland �

6 Austria �

7 Finland �

8 Germany �

9 France �

10 Canada �

11 Belgium �

12 Ireland �

13 Australia �

14 United Kingdom �

15 Italy �

16 Japan �

17 United States �

Source: The Conference Board of Canada.
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Canada also lags in social cohesion. Voter turnout and 

trust in political institutions are low. On both measures, 

Canada scores a “C.” Also troubling is the picture of 

crime in Canada. We score well on the rate of homicides, 

but the data are distorted by the extraordinarily high 

rates of homicide in the United States. If the U.S. were 

removed from the analysis, Canada would get no better 

than a “C.” We have 17 times the rate of assaults as the 

best-ranked country, seven times the rate of burglar-

ies, and three times the rate of homicides. Crime takes 

its toll on trust—both within the community and in our 

institutions. This picture of crime is not what Canadians 

think of when they think of their society. 

Canada has done extremely well in reducing poverty 

among its elderly. This is a major success story in Canadian 

social policy, a success that grows directly out of Canada’s 

publicly supported retirement programs: a universal 

component (Old Age Security); a negative income tax 

(Guaranteed Income Supplement); and an earnings-

related component (Canada/Quebec Pension Plan).

The story about equity is very different when it comes 

to children and people of working age. Canada needs to 

do significantly better in addressing child poverty. Our 

performance rates no better than a “C.” Our child poverty 

rate—14 per cent—is higher than the 17-country average. 

There has been some progress in the policy response to 

child poverty in the last two years. Canada now has a 

federal child tax credit and a universal child care benefit. 

The Ontario government, in its most recent budget, insti-

tuted a child benefit that will go to all low-income chil-

dren, whether their parents are working or not. 

From an international perspective, the relationship 

between social spending and poverty outcomes is strik-

ing. Among the working-age population, relative pov-

erty rates are lowest in countries where social spending 

on the working-age population is highest. The com-

bined effect of the tax and benefits system in OECD 

countries lifts more than half of the population at risk 

out of relative income poverty.

Canada’s spending on social programs ranks below 

that of our peers. Of the 17 comparator countries, we 

are 14th on net publicly mandated social spending as 

a percentage of GDP, 12th on social spending toward 

working-age people as a percentage of GDP and 15th 

on spending on active labour market programs as a 

percentage of GDP. We trail the pack on almost all the 

measures of social spending. 

Canada needs to increase its spending on social programs 

if rates of child and working-age poverty are to decrease. 

Taking on child and working-age poverty will require a 

multi-pronged policy approach, which was successful in 

reducing poverty among the elderly. Canada can increase 

its spending to attack poverty through “passive” income 

transfers and through “active” programs that promote 

entry into labour markets. Several of the big spenders 

on social programs—such as Norway and Switzerland—

are moving away from a reliance on income transfers to 

programs that move people into the labour market.

Also troubling is the picture of crime in Canada—our 
high burglary and assault rates give us a “C” ranking. 

Increasing social spending is important, but it is not 

enough. Innovation matters in reducing poverty. The 

“Celtic Tiger,” Ireland, opened itself to FDI, jump-

started its economy, and as we have seen moved from 

the back of the pack to a position of leadership. But 

it had persistent and high rates of poverty, among the 

worst in the OECD. In 1997, the government put in 

place a National Anti-Poverty Strategy to help those 

who were not yet benefiting from the improvement in 

employment and growth. The comprehensive 10-year 

plan addressed income, education, employment, health, 

housing, children, women, the elderly, urban and rural 

citizens, and people with disabilities. The strategy thrived 

through local social partnerships that brought all three 

sectors—the private, the public and the voluntary—

together to make the poor part of every new investment. 

Ireland, like Canada, now gets a “C,” but it started from 

the back of the pack. In Ireland, innovation was not 

only commercial—it was also social.
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CONCLUSION: THE FAILURE TO INNOVATE

When we compare Canada’s performance with the per-

formance of the 16 other countries in our comparator 

group across six domains—Innovation, Economy, 

Environment, Education and Skills, Health and Society—

the results are not pretty. This exercise in benchmarking 

paints a picture of mediocrity across domains, with only 

a few exceptions. In comparison with those of peer coun-

tries, our education system does very well with modest 

spending. Even here, though, there are important gaps 

at the top and at the bottom that must be addressed.

This exercise in benchmarking paints a picture of 
mediocrity, across domains, with only a few exceptions. 
Running through this story is the common thread of 
failure to innovate. 

Running through this story is the common thread of fail-

ure to innovate. Innovation is an essential component of 

a high-performing economy, and it is also critical to 

environmental protection, to a high-performing education 

system, to a well-functioning system of health promotion 

and health care, and to an inclusive society. Without innov-

ation, all these systems stagnate and Canada’s perform-

ance deteriorates relative to that of its peers. That is the 

story that this exercise in benchmarking tells.

Innovation has precise meaning within the economy, and 

our benchmarking documents Canada’s failing perform-

ance. To assess performance, we look at the creation of 

knowledge, the diffusion of knowledge, the transforma-

tion of knowledge, the use of knowledge through com-

mercialization and the creation of a policy environment 

that enables innovation—the core dimensions of innov-

ation in the economy. Canada trails the pack. We are 

performing poorly across almost all dimensions and rank 

in the bottom quarter of our peer group. We lag in invest-

ment in R&D and in machinery and equipment, and we 

produce fewer graduates in science, engineering and the 

trades. We are not keeping up either in the creation or 

in the commercialization of knowledge. It is no surprise 

that high-technology products and services contribute 

less than they should to our economy and limit our 

comparative advantage.

It is obvious that this poor performance in innovation 

hurts our economic performance. Less obvious, but just 

as serious, is the damage our failure to innovate does to 

our performance on the environment, on adapting our 

health care system, on moving our education system to 

excellence at the top and on reforming social policy. 

Inno vation in all these sectors needs world-class R&D, 

it needs a capacity to use new knowledge in creative 

ways and it needs a culture that rewards risk taking and 

experimentation. It needs a culture with an appetite for 

excellence. It is hard to find a culture of innovation in 

any of these six domains.

Our economic performance is not good enough to gen-

erate the sustainable high quality of life that Canadians 

expect. In our high-wage economy—with an aging 

population and changing global supply chains—the 

only possible light at the end of the tunnel for Canada 

is innovation throughout the value chain. This year’s 

benchmarking does not find that light.

Canada needs a national focus on high-value-added 

products and services where we can create and sustain a 

globally competitive advantage. As a country, we must 

define national paths and priorities for the investments 

of Canadian businesses, governments and academic 

institutions in innovation. 

What to do about our performance on the environment 

is complicated. On the one hand, national air, water and 

biodiversity measures are good, but more innovative 

policies are needed to address local problems in all three 

areas. On the other hand, we generate more waste and 

GHG emissions on a per capita basis than does almost 

any other country in our comparator group. Our recyc-

ling programs are helping, but we need to do more to 

reduce waste generation.

To deal with our most serious international environ-

mental problem—climate change—Canada must aspire 

to be a clean energy superpower. Some challenge the 

feasibility of this goal. And yet we know from pilot 

projects that the technology to capture and sequester 

carbon currently exists. Estimates of its cost range 

between 5 and 45 per cent of the current price of 
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oil sands production. The lower end of this range is 

economically feasible under today’s conditions. This 

is a story of innovation waiting to happen.

Our education system is a story of strength, of a largely 

excellent performance given the resources that are invested. 

Yet Canada has been able to fund only a very few world-

ranked research universities that can attract talented 

people to continue studying in Canada at the doctoral 

level. The failure to differentiate among institutions and 

the political inability to fund excellence contribute to 

Canada’s comparative weaknesses in high-level academic 

achievement—and associated weaknesses in innovation.

Our health-care system faces the same aging demographic 

and a growing burden of chronic disease. Type 2 diabetes 

is emblematic of that challenge. It is clear that Canada 

needs to shift resources into prevention and health pro-

motion. Yet that shift has not happened to any significant 

degree. Innovation—the use of new knowledge, experi-

mentation, the design and implementation of new strat-

egies to meet the challenge—is largely absent.

Canada can be a leader in social innovation. We have 

largely solved the problems of poverty among the elderly 

and of access to health care. Yet, until recently, we have 

not demonstrated the same capacity to innovate—to use 

new knowledge, to design better instruments of policy 

and to reach across the divides—to tackle poverty 

among children and working-age adults.

A Report Card on Canada tells a story of governments, 

businesses and people punching below their weight. 

Canada is blessed with an abundance of resources and a 

well-educated population, but generally we do not lead. 

Too often, we trail the pack. The failure to innovate is a 

large part of the explanation for our mediocrity, a medioc-

rity that is hampering what we can do and what we can be.



HIGHLIGHTS

The fundamental purpose 

of our benchmarking 

framework is to identify 

and clearly define the link-

ages between the overall 

goal of our society—a high 

and sustainable quality of 

life for all Canadians—and 

the domains and indicators.

We use a state–pressure–

response approach that 

differentiates between out-

put (state), input (pressure) 

and policy (response) indi-

cators. 
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•

We examine performance 

across six domains—

Economy, Innovation, 

Environment, Education 

and Skills, Health and 

Society—and measure 
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domain using only output 

indicators and a report 

card–style ranking of 

A–B–C–D. 

We analyze the perform-

ance of 17 top OECD 

countries (including 
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group remains the same 

for all our analyses.
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to examine the underlying 
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Countries are not scored or 

ranked on input indicators.
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the policy responses that 

countries have undertaken 

to influence their perform-
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or “trailing.”
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INTRODUCTION

For over a decade, the Conference Board has 

been ranking Canada’s performance on a wide 

range of socio-economic indicators in its annual 

Performance and Potential reports. The first report, in 

1996, was groundbreaking in its holistic approach to 

Canada’s performance: “The success of a nation ultim-

ately rests on the quality of life of its citizens . . . on how 

a country treats its citizens in areas such as education, 

social security, health and safety.” Over the following 

decade, the benchmarking methodology and analysis 

evolved and a number of changes were incorporated 

based on feedback and developments in data availability. 

By the 10th Performance and Potential report, in October 

2005, the analysis had expanded to include 110 indica-

tors for 24 countries across six performance categories.

With this new publication, How Canada Performs: A 

Report Card on Canada, we continue the tradition of 

benchmarking Canada’s economic, social and environ-

mental performance against that of the best countries in 

the world. But we have made some substantive changes 

that strengthen the conceptual underpinnings of the 

methodology. Key improvements are:

a stable group of comparator countries

a report card ranking

a ranking of outputs (outcomes) for the dimension 

of quality of life rather than inputs used to produce 

outputs or policy responses to those outputs.

�
�
�

THE CONFERENCE BOARD’S 
BENCHMARKING FRAMEWORK

The fundamental purpose of our benchmarking framework 

is to identify and clearly define the linkages between the 

overall goal of the society and the domains and indicators. 

GOAL
We began the benchmarking process by defining a specific 

goal or objective that expresses the high-level purpose 

or mission of the country. The goal that the Conference 

Board uses in this report is:

A high and sustainable quality of life for 

all Canadians.

DOMAINS
A high and sustainable quality of life is achieved by record-

ing high and sustainable performances in six domains:

Economy

Innovation

Environment

Education and Skills

Health

Society

INDICATORS
Performance in each domain was measured using 

only those indicators that reflect the overarching goal. 

Indicators were divided into three categories, based on 

an adaptation of the State–Pressure–Response approach 

�
�
�
�
�
�

Measuring Canada’s Performance
The Conference Board’s 
Methodology

CHAPTER 2
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used by the OECD to benchmark the environment.1 

This approach differentiates between output (i.e., state), 

input (i.e., pressure or driving force) and policy (i.e., 

response) indicators.

Instead of ranking countries by aggregating each country’s 

results on all indicators in a given domain, we ranked 

countries using the results of the output indicators. We 

then used input indicators to explain the underlying cause 

of a particular performance and examined policy indica-

tors to assess how governments, businesses and (or) 

individuals are attempting to improve performance.

Instead of ranking countries by aggregating each country’s 
results on all indicators in a given domain, we ranked 
countries using the results of the output indicators.

The use of output indicators as the basis for our report 

card rankings produces results that may differ significantly 

from those of other ranking systems, including that 

previously used by the Conference Board in the annual 

Performance and Potential report. The clearest example 

is in the Innovation domain. Our previous methodology 

used input, output and policy indicators to calculate a 

country’s overall ranking. Using this approach, Canada 

did well on both input and policy indicators, so that, 

overall, Canada ranked higher on Innovation than it 

might have using only output indicators. Our new meth-

odology, with its focus on outputs, results in a lower 

overall ranking for Canada’s performance in the 

Innovation domain. The opposite is the case in the 

Education and Skills domain, where Canada does well 

on outputs with lower than average inputs—in effect, 

Canada does more with less. Our overall ranking in the 

Education and Skills domain is higher using the new 

methodology.

1 OECD, Environmental Indicators. This approach states that human 
activities exert pressures (such as pollution emissions or land use 
changes) on the environment, which can induce changes in the 
state of the environment (e.g., changes in ambient pollutant levels, 
habitat diversity or water flows). Society then responds to changes 
in pressures or state with environmental and economic policies 
and programs intended to prevent, reduce or mitigate pressures 
and (or) environmental damage.

How Canada Performs: A Report Card on Canada 

focuses on indicators that can be influenced by public 

policy—i.e., those factors contributing to quality of life 

that can be modified by individual, organizational or 

public efforts. Policy may influence output indicators 

directly (such as a law requiring everyone to graduate 

from high school), or indirectly—by influencing inputs, 

which in turn affect the output (such as a policy that 

attempts to change smoking rates in order to reduce 

mortality rates). Some indicators emphasize a gap in 

performance (i.e., differences in levels among coun-

tries); others emphasize progress toward closing a gap 

(i.e., differences in growth rates among countries).

Indicator Criteria
All indicators used to measure performance within a 

specific domain meet the following criteria:

The indicator provides valuable information on 

the performance or status of the particular quality-

of-life domain.

The indicator can be affected by policy and is 

relevant to policy.

The indicator data are reliable and have timely 

availability.

The data are sufficiently consistent to permit bench-

marking over time and across countries.

For output indicators, there is general agreement that 

a movement in the indicator in one direction is better 

than movement in the other. 

The use of output indicators produces results that may 
differ significantly from those of other ranking systems.

Data Sources
Approximately 80 per cent of the data used for this 

benchmarking exercise was supplied by the OECD. The 

remaining data came from other reliable sources, such as 

the United Nations, the World Bank and the International 

Institute for Management Development (IMD).

The most recent year of data is used for each indicator. 

In some cases, such as literacy skills, the data is taken 

from surveys that were conducted several years ago.

�

�

�

�

�



The Conference Board of Canada | 19

A complete definition for each indicator and a descrip-

tion of its data source and year of reference is included 

in Appendix B. 

COMPARATOR COUNTRIES
We chose to compare Canada with other OECD countries 

because they are the group of countries likely to have 

achieved a high and sustainable quality of life, and would 

therefore serve as a worthy peer group. We examined all 

30 OECD countries and used two filters to determine 

which of the 30 would remain in our analysis:

Size: We eliminated countries with populations 

of less than 1 million (Luxembourg and Iceland 

dropped off the list).

Gross Domestic Product (GDP) per capita: We ranked 

the remaining countries using a five-year average of 

real GDP per capita and included only those countries 

that ranked above the mean (11 countries dropped 

off the list).

Using these criteria, 17 countries, including Canada, 

form our comparator group: 

 Australia France Norway

 Austria Germany  Sweden

 Belgium Ireland Switzerland

 Canada Italy United Kingdom

 Denmark  Japan United States

 Finland  Netherlands

The comparator group remains constant across domains. 

This ensures that the best performing country (in each 

domain and on each indicator) is included in all analyses 

and allows us to compare performance over time. 

Emerging Economies
Given the strong economic growth of some emerging 

economies—such as China and India—we initially set out 

to include these countries in our benchmarking analysis. 

However, after testing the inclusion of several of these 

countries in some of our analyses, we concluded that it 

would not be appropriate. None of these countries passes 

the filter test of higher-than-average GDP per capita and, 

while they score well on growth indicators, they perform 

poorly on indicators that report on quality-of-life levels. 

This is not surprising, given that it is easier to achieve 

high growth from a small base level than from a large 

�

�

base level. In addition, data for many emerging countries 

are not available for the majority of the indicators. While 

we have not included the emerging economies in this 

publication, an upcoming report, published under the 

How Canada Performs banner will compare Canada’s 

performance with that of emerging economies. 

RANKING METHOD

Output Indicators
For output indicators, we have adopted a report card–style 

ranking of A–B–C–D, to tie in with the title A Report 

Card on Canada. We assigned a grade level to output 

performance using the following method: 

For each output indicator, we calculated the difference 

between the top and bottom performer and divided 

this figure by 4. 

A country received a report card rating of “A” on a 

given indicator if its score was in the top quartile; 

a “B” if its score was in the second quartile; a “C” 

if its score was in the third quartile; and a “D” if its 

score was in the bottom quartile. 

We chose to compare Canada with other OECD countries 
because they are the group of countries likely to have 
achieved a high and sustainable quality of life.

For example, on the Innovation indicator “Scientific 

articles per million population,” the top performer 

(Switzerland) produced 1,164 scientific articles per 

million population in 2003 and the bottom performer 

(Italy) produced 430 articles. Using our method for 

ranking, the ranges for A–B–C–D are:

A: 980–1,164 scientific articles

B: 797–979 scientific articles

C: 613–796 scientific articles

D: 430–612 scientific articles

(Note: In this example, a high score indicates a high 

level of performance. For indicators where a low score 

signifies a high level of performance—such as scores 

on poverty in the Society domain—the ranking levels 

are reversed.)

�

�
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Input Indicators
Input indicators were not ranked because it is not always 

possible to say, a priori, whether a higher value reflects 

a higher level of performance within a domain. The input 

indicators are used solely to explain the underlying cause 

of that performance. For example, in the Society domain, 

the rate of child poverty is an output indicator. It is 

affected by such inputs as divorce rates and whether the 

child is in a single-parent family. However, it is not pos-

sible to say that higher divorce rates are necessarily bad 

for a society.

Policy Indicators 
Countries were ranked as “leading,” “in the pack” or 

“trailing” on each policy indicator. We used the follow-

ing method to determine ranking: 

For each policy indicator, we calculated the difference 

between the top and bottom performer and divided 

this figure by 3. 

A country received a report card rating of “leading” 

on a given indicator if its score was in the top third; 

an “in the pack” rating if its score was in the mid-

dle third; and a “trailing” rating if its score was in 

bottom third. 

Domain Performance 
The domain rankings were calculated using output 

indicators only. The domain ranking for each country 

is based on a composite index (an average of the nor-

malized scores for each output indicator in the specific 

domain).

Normalization Formula

Normalized value =
 (indicator value – minimum value)

  (maximum value – minimum value)

�

�

The countries were then ranked according to their com-

posite index scores (the mean value of the normalized 

scores for each indicator). No attempt was made to give 

explicit differential weights to indicators according to 

importance; we are implicitly giving equal weight to 

each indicator.

Countries were ranked as “leading,” “in the pack” 
or “trailing” on each policy indicator. 

We assigned a grade level to the overall domain perform-

ance using the following method: 

We calculated the difference between the domain 

composite index of the top and bottom performer 

and divided this figure by 4. 

A country received a report card rating of “A” for 

the domain if its score was in the top quartile; a “B” 

if its score was in the second quartile; a “C” if its 

score was in the third quartile; and a “D” if its score 

was in the bottom quartile. 

This report ranks countries by performance outputs, 

examines input factors that may have influenced the 

output ranking, and evaluates the policy responses that 

countries have undertaken to influence their perform-

ance. However, the report card measures current socio-

economic performance—performance at a specific point 

in time. It does not tell us whether a country’s level of 

performance is stable or likely to change over time. An 

upcoming study, to be published under the How Canada 

Performs banner, will use the methodology outlined 

above to rank the long-term performances of Canada 

and the 16 other comparator countries.

�

�





HIGHLIGHTS

The most important demo-

graphic trends affecting 

Canada’s future socio-

economic performance 

are its aging population 

and its declining popula-

tion growth.

Along with many other 

nations, we are experien-

cing a rise in the relative 

size of our older cohort. 

By 2030, 22 per cent of 

our population will be 

aged 65 and over. This will 

place significant pressure 

on our health-care system, 

our economy and our 

labour market.

•

•

We are becoming increas-

ingly dependent on 

immigration as a source 

of population and labour 

force growth. But we are 

not alone in this and will 

be competing with many 

other nations for immi-

grant talent.

• Without major shifts in 

policy, our workforce is 

unlikely to have enough 

workers—or enough of 

the right kinds of workers; 

our health-care system 

will stagger under the 

increasing demands and 

costs; and our economic 

growth potential (and 

hence our quality of life) 

will be dragged down.

•

3 �
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INTRODUCTION

A society’s demographic evolution—the change 

in its age structure, racial and cultural compos-

ition, and population size—is arguably the single 

most important factor affecting its economic potential. 

Demographic trends will determine how much time we 

devote to work and to leisure activities, how much money 

we spend and save, and what public services we require 

and no longer require. The most important demographic 

trend affecting Canada’s future is the aging of its popu-

lation, which has serious implications for our ability to 

sustain the high quality of life we currently enjoy. An 

aging population also poses a challenge to the sustaina-

bility of public finances, given its impact on the demand 

for health services and public pensions.

This chapter provides the context for our benchmarking 

analysis. It examines the challenges that Canada will 

face in adjusting to the greying of its population. Labour 

market policies and organizational practices designed for 

an era of labour surpluses need to be realigned with the 

new era of labour shortages. Higher immigration and 

improved labour productivity growth will be critical to 

our ability to sustain long-term economic growth. More-

over, society will have to plan to accommodate the grow-

ing demand for health care, the increases in pension 

payments and the physical and social infrastructure 

needed to support an aging population.

THE AGING OF CANADA WILL INTENSIFY
The end of the Second World War heralded an era of 

higher living standards and flourishing optimism, giving 

rise to a burst in fertility that created a “baby boom” in 

a number of Western countries. Canada’s baby boom 

was the most substantial—in terms of its duration and 

magnitude relative to the size of the population. Lasting 

roughly from 1947 to 1966, it fundamentally altered our 

country’s demographic profile. Between 1960 and 1964, 

the Canadian fertility rate averaged almost four children 

per woman. (See box “Describing the Generations.”) 

The most important demographic trend affecting Canada’s 
ability to sustain its high quality of life is the aging of its 
population.

During the 1980s, Canada experienced a surge in immi-

gration that lasted into the 1990s. Many of these new 

Canadians belonged to the baby-boom generation, increas-

ing the already significant size of this cohort. A popula-

tion pyramid illustrates the extent of these demographic 

developments. (See Chart 1.) The pyramid’s most striking 

feature is a pronounced bulge in the 40- to 59-year-old 

age range, corresponding to the age range of the baby-

boom generation in 2006. This bulge represents an esti-

mated 9.8 million boomers—or 30 per cent of Canada’s 

population in 2006.

The Context
An Aging Population

CHAPTER 3
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Between 1967 and 1979, fertility rates fell dramatically, 

and continued to decline to hit an all-time low of 1.49 in 

2000. This created a striking decrease in the population 

of the cohort following the boomers, known as the 

“baby bust.” Moreover, continuing low fertility rates 

meant that the boomers themselves were having fewer 

children, resulting in a relatively muted “echo boom” 

generation born between 1980 and 1995.

Canada’s persistently low fertility rates have contributed 

to our waning population growth. This structural shift has 

serious implications for future population growth, and 

has influenced many aspects of public policy over the 

past decade. The aging of the large baby-boom cohort 

also exacerbates the problem of slowing population 

growth. Today, approximately one in eight Canadians 

is aged 65 years or older. With the oldest members of 

the large boomer cohort now entering their 60th year, 

the pace of aging in Canada will accelerate. Over the 

next 20 years, boomers will drive the ratio of those 

aged 65 and over to one in five. By 2030, most of the 

baby-boom cohort will have exited the labour force and 

the population pyramid will have shifted—with more 

older and middle-aged people, relative to young people, 

than ever before. (See Chart 2.)

The baby-boom generation in Canada comprises the children born 
during the post-war period from 1947 to 1966. During this period, 
fertility rates surged, peaking in 1959 at four children per woman of 
reproductive age. In 2006, the baby boomers accounted for 30 per 
cent of Canada’s total population; they are by far the most noticeable 
cohort in the population pyramid. The older and wealthier baby 
boomers are now in their late fifties and on the cusp of retirement.

Because baby boomers form such a large cohort, researchers separ-
ate them into two subgroups: the older, front-end boomers, born 
between 1947 and 1960; and the back-end boomers, born between 
1961 and 1966. From a socio-economic perspective, the two sub-
groups are very distinct. The 6.6 million front-end boomers have 
higher incomes and more wealth than the 3.3 million back-end 
boomers who follow them. 

The cohort preceding the baby boomers, born during the Great 
Depression and World War II, is now aged between 60 and 75 years. 
At just over 4 million, this cohort is relatively large, representing 
approximately 12 per cent of Canada’s population. These older 
Canadians have benefited greatly from decades of demographic and 
economic expansion and, much like the front-end boomers, are quite 
wealthy. Despite the post–World War II recessions and inflationary 
episodes, the real value of their assets—particularly real estate—has 
appreciated dramatically.

The commercial introduction of the birth control pill in 1961 and the 
rising participation of women in the labour market led to declining 
fertility rates during the 1960s and 1970s. With this decline, the baby 
boom of the late 1940s and 1950s eventually gave way to a baby 
bust. The baby-bust generation comprises people born between 
1967 and 1979. This generation is much smaller than the baby-boom 
generation (5.9 million compared with 9.8 million) and accounts for 
18 per cent of the total population. 

The boomers began having children in the 1970s. By 1980, there were 
enough of these children to create a new generation—the baby-boom 
echo. The boomers are still having children, but births to boomer 
families had declined enough by 1995 for the echo to be considered 
complete. There are so many boomers that, even with the boomers’ 
low fertility rate, the echo boom now accounts for 22 per cent of 
Canada’s total population.

The children born after the echo generation (in 1996 and later) are 
the millennium busters. These are the offspring of the back-end 
boomers and the oldest of the baby-bust group. Although children 
are still being born into this cohort, it is destined to be a small one, 
reflecting both the small size of its parents’ generation and the low 
fertility rate. The millennium busters—those who are now 10 years 
old and younger—make up only 11 per cent of the total population.

Source: The Conference Board of Canada.

Describing the Generations Chart 1
Canadian Population Pyramid, 2006
(population by single-year age cohort)

Sources: The Conference Board of Canada; Statistics Canada. 
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AN ELDERLY WORLD
Canada will not be alone in its transition to a society 

of elders. Nearly every major region in the world will 

experience a rise in the relative size of their older 

cohort. European nations and Japan are already much 

greyer than Canada, but these nations will still experi-

ence a significant rise in the share of their population 

composed of the elderly. Europe, for example, will see 

the share of its population aged 65 years and older rise 

from 15.9 per cent in 2005 to 22.6 per cent in 2030. 

In Canada, the share of the population over 65 will 

increase at an even faster pace, rising 9.1 percentage 

points from 13.1 per cent in 2005 to 22.2 per cent by 

2030. (See Chart 3.)

Nearly every major region in the world will experience 
a rise in the relative size of their older cohort.

Italy and Japan, which have not actively sought immi-

grants, will experience the most pronounced aging prob-

lem. Japan’s share of population over 65 years of age is 

forecast to climb from 19.7 per cent in 2005 to 30.1 per 

cent by 2030, a performance nearly matched by Germany 

and Italy. In the United States, the population will age, 

but at a slower rate than in most other industrialized 

countries—because of higher levels of immigration and 

a rebound in fertility rates. (See box “The U.S.–Europe 

Demographic Dichotomy.”) Its share of population over 

65 years of age will increase from 12.3 per cent in 2005 to 

19.2 per cent by 2030. Globally, even the world’s youngest 

continent—Africa—will experience an aging population. 

Although by 2030, the share of its population over 65 will 

still be below 5 per cent.

Among developed nations, the U.S. is a demographic anomaly. During the 1970s, 
the U.S. and Europe shared the same demographic features: low fertility and 
stable but aging populations. However, they parted demographic ways in the 1980s, 
when the U.S. population grew rapidly. Some of this increase came from immi-
gration and some from a rebound in fertility rates—from 1.8 to 2.1—an increase 
driven mainly by higher fertility rates among Latinos and African Americans. 

In the U.S., the proportion of the population aged 65 years and older is expected 
to remain largely unchanged—12.4 per cent—until 2010. After 2010, the early 
boomers will begin to retire, pushing that number up to 19.4 per cent by 2030, 
compared with the average of 22.4 per cent for the other more developed countries. 

Even with this gradual increase, a large portion of the U.S. population will still 
be in the 15- to 44-year-old cohort in 2030, thanks to high immigration rates. 
Between 2005 and 2030, the U.S. is expected to receive half of all net immi-
grants destined for the more developed countries. Immigration—combined with 
higher fertility rates—will ensure that there are more young people to support 
the retiring workforce. The elderly dependency ratio is expected to be only 31 
per cent in 2030, compared with the average of 36 per cent for the other more 
developed countries.

Source: The Conference Board of Canada.

The U.S.–Europe Demographic Dichotomy

Chart 2
Canadian Population Pyramid, 2030
(population by single-year age cohort)

Sources: The Conference Board of Canada; Statistics Canada. 
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Population of Those Aged 65 and Over
(percentage share of population)

Source: The Conference Board of Canada; United Nations Population Division (UNPD); 
Statistics Canada. 
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POPULATION GROWTH IS WANING

In Canada, a fertility rate of 2.1 per cent would allow 

us to maintain our population at its current size without 

relying on immigration. This rate would be enough to 

replace parents once they die, while also taking into 

account infant and child mortality rates. One of the 

main factors determining population growth is the 

natural increase: the number of births less the number 

of deaths that occur each year. The number of births 

depends on the number of women of child-bearing age 

and age-specific fertility rates. Similarly, the number of 

deaths depends on age-specific mortality rates and the 

demographic structure of the population.

FERTILITY RATES ARE UNLIKELY TO RISE
A variety of factors influences the overall fertility 

rate. These include the cost of child-rearing, current 

and expected income, educational attainment, access 

to health care and birth control, and female labour 

force participation. In the developed world, access to 

birth control and health care are well established and 

income levels are high and stable. Since the 1950s, the 

increased participation of women in the labour force 

and in higher education has played an important role 

in lowering Canada’s overall fertility rate to 1.53 births 

per woman in 2004. (See Chart 4.) 

There is little to suggest that any of the factors that drove 

fertility rates down will change course in the near term; 

the reappearance of larger families is unlikely. Many 

European governments are altering their tax systems and 

employment laws to make it easier for women to have 

children while pursuing a career. France, for example, 

has raised its birth rate to near replacement levels by 

offering financial incentives for parents to have a third 

child. However, similar policies in Quebec have not yet 

made a sustained difference.1 Fiscally viable financial 

incentives for having more children seem a mere pittance 

when compared with the high cost of raising and edu-

cating children in more developed societies. 

Assuming continued medical advances and economic 
prosperity over the next two decades, life expectancy 
in Canada should continue to increase.

NUMBERS OF DEATHS WILL CONTINUE TO RISE
Both demographic and non-demographic factors deter-

mine the number of deaths in a population. The most 

crucial demographic driver is the age structure of the 

population. Non-demographic drivers include economic 

well-being and access to quality health care. Industrial-

ized economies—with populations that are older than 

those of non-industrialized economies—will experience 

rising death rates over the long term. This will occur 

despite rising life expectancies. 

Before the 1930s, the life expectancy of Canadian males 

stood at approximately 60 years, and men could expect, 

on average, to live as long as women. The technological, 

social and economic advancements of the subsequent 

30 years raised overall life expectancy. These improve-

ments greatly reduced the risks associated with child-

bearing and helped to boost female life expectancy 

beyond that for males. By 2004, life expectancy had 

climbed to 82.6 years for women and 77.8 years for 

men. (See Chart 5.) Assuming continued medical 

advances and economic prosperity over the next two 

decades, life expectancy in Canada should continue 

to increase. However, with a large and growing share 

of older Canadians, the number of deaths will also 

continue to climb.

1 It remains to be seen whether the latest parental leave provisions 
introduced in Quebec will lift fertility rates.

Chart 4
Total Fertility Rates
(births per woman)

Source: The World Bank. 
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HEALTH-CARE COSTS WILL RISE
Canada’s aging population will pose a challenge to the 

long-term sustainability of our public health-care system. 

As people age, their health-care costs rise exponentially. 

(See Chart 6.) Thus, as Canada’s population ages, the 

health-care system will come under increasing pressure 

from rising costs. Today, more provincial/territorial 

resources are devoted to health care than ever before—

in 2005–06, provinces allocated an average of almost 

37 per cent of their revenues to health care—and the 

system is still under stress.

Going forward, three factors will give rise to increased 

health-care spending. First, the demand for health 

services will grow on a per capita basis. Better access 

and innovation—such as new medical procedures and 

medications—will tend to increase, on average, individ-

ual health-care consumption. Second, health-care costs 

will rise. Health care is a service industry that is labour- 

intensive. Tight labour markets in general (and in par-

ticular in health care) mean that labour costs will tend 

to rise above the rate of inflation over the medium term. 

Third, aging boomers will place increasing demands 

on the health-care system.

IMMIGRATION TO THE RESCUE?

People around the world are on the move as never before,2 

and Canada continues to be one of the most welcoming 

nations for those leaving their homelands. (See Chart 7.) 

During the last decade, annual gross immigration to 

Canada averaged just less than 225,000 people, with 

the highest level—more than 262,000 immigrants—

recorded in 2005. Since 1991, immigration has been 

responsible for more than half of Canada’s population 

growth. Over the next two decades, net immigration will 

account for the bulk of Canada’s population increase, 

rising from today’s 70 per cent of net growth, to more 

than 90 per cent by 2030. This represents a major shift 

from the pattern of the middle decades of the 20th century, 

when immigration accounted for just one-fifth of popu-

lation growth. 

2 UN, Population Newsletter, p. 6. For details, see www.un.org/esa/
population/publications/popnews/Newsltr_81.pdf.

Chart 5
Life Expectancy at Birth, 2005
(years)

Source: UNPD.
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Chart 6
Canadian Per Capita Health-Care Spending by Age and Gender, 2004
($ per capita; years)

Source: Canadian Institute of Health Information.
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Canada’s immigration policy admits permanent immi-

grants in three main categories: economic class (mainly 

skilled workers and business migrants), family class 

(spouses, partners and close family members) and refu-

gees. From 1995 to 1999, these categories represented 

54 per cent, 31 per cent and 13 per cent, respectively, of 

the total intake of immigrants.3 Canada’s immigration 

policies and practices have evolved gradually since 

World War II and are not fully coordinated. However, 

over the past few decades, two trends stand out. First, 

economic migrants account for a growing share of all 

immigration. Second, the screening process for the 

selection of this class of immigrants has resulted in a 

higher level of skills for newcomers in this category—

moving from a general set of selection criteria to a 

more specific set that emphasize advanced skills.4

Over the past few decades, economic migrants have 
accounted for a growing share of all immigration.

WHENCE CANADA’S IMMIGRATION?
The top source countries for immigrants admitted under 

the economic category have changed steadily over the 

past 20 years. (See Table 1.) Between 1982 and 1985, 

the United Kingdom headed the list of source countries 

supplying skilled workers and business class immigrants 

to Canada, and the U.S. stood second. However, as the 

number of economic immigrants to Canada escalated 

during the 1980s and 1990s, the number coming from 

the U.K. and the U.S. remained relatively constant, 

3 Picot and Hou, The Rise in Low Income Rates Among Immigrants 
in Canada. Small but growing numbers are also being admitted 
in the “provincial nominee” category, which allows each province 
to select immigrants based on their own needs. In addition, some 
2,000 immigrants are admitted annually in the “other” category, 
chiefly as live-in caregivers. See Citizenship and Immigration 
Canada, “Facts and Figures 2002: Immigration Overview.” 

4 In 1967, the selection criteria allowed prospective immigrants to 
qualify based entirely on factors other than skills. By 1985, the 
selection criteria for economic immigrants had been modified to 
reflect the importance of occupational qualifications. In the 1980s, 
the category of “business immigrants”—including entrepreneurs, 
self-employed persons and investors—was added to the immigra-
tion program. Reitz, Immigration and Canadian Nation-Building, 
p. 8. In 2002, the Immigration and Refugee Protection Act was 
amended. In an effort to open the Skilled Worker category to a 
broader range of applicants, more points were allotted to applicants 
with a trade certificate and proficiency in French and/or English.

while the number arriving from East Asia (especially 

China), the Indian subcontinent, Russia and Eastern 

Europe increased.

This shift in the pattern of countries supplying immigrants 

to Canada reflects a host of factors, including changes 

in a source country’s economic situation, demography 

and political relationship with Canada. The increase in 

immigration from Russia and Eastern Europe, for example, 

reflects a combination of poor economic conditions, a 

workforce with a relatively high skill level, and the 

thawing of political tensions with Canada. As economic 

conditions improve in Russia and Eastern Europe, we 

might expect somewhat lower levels of immigration 

from this region.

The developed world will continue to age, and the number 

of immigrants coming from developed nations such as 

the U.K. and the U.S. is unlikely to rise in the near future. 

But will Canada be able to continue to rely on East Asia 

and the Indian subcontinent to supply migrants? Based 

on demographics alone, the answer appears to be yes. 

Even with the expected decline in the proportion of 

people between 15 and 59 years of age (from 67 per 

cent in 2005 to 59 per cent in 2030), the sheer size of 

China’s population ensures that the country will remain 

a source of immigrants for Canada.5 In addition, India, 

Pakistan and the Philippines will record increases in the 

share of their population between the ages of 15 and 59, 

suggesting that Canada should be able to attract a growing 

number of immigrants from these countries. 

The developed world will continue to age, and the 
number of immigrants coming from developed nations 
is unlikely to rise.

However, as Canada tries to make up for empty cradles 

with full immigration queues, so will other developed 

nations. We may find ourselves competing with other 

countries for the best and brightest skilled immigrants. 

Canada currently ranks very highly as an immigration 

destination. There are, however, growing concerns about 

5 In 2030, the number of people aged 15 to 59 in China is forecast 
to be 859 million.
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our ability to maintain this ranking and to continue to 

attract highly skilled labour. Canada is still far from its 

goal of an annual immigration level of 1 per cent of our 

population and, with similar labour supply shortages pend-

ing in most developed countries, it will face increasingly 

serious competition in recruiting highly skilled immi-

grants. Even European nations—not traditionally known 

as “immigration countries”—have begun to develop pro-

grams to attract the skilled workers they need.6 Moreover, 

as many source countries experience rapid improvement 

in their economic conditions and level of personal wealth 

(India and China certainly come to mind), Canada and 

other developed nations may face increasing difficulties 

in drawing potential migrants from their homeland.

6 House of Commons (Canada), Competing for Immigrants.

LABOUR SHORTAGES WILL FORCE CHANGE

Labour force growth is determined by two components—

source population and labour force participation rates. 

Source population measures the pool of potential partici-

pants in the labour force and, roughly speaking, equals 

the population aged 15 years and older. The labour force 

participation rate measures the portion of the source 

population that is employed or actively seeking employ-

ment. Unlike the source population—which is deter-

mined solely by the demographic profile—participation 

rates depend on several other factors, including economic 

conditions and underlying social attitudes toward work.

Looking ahead, growth in the Canadian labour force will 

be constrained on two fronts. First, the replacement of 

the echo boom by the “millennium busters” in the 15- to 

24-year-old cohort will lead to a decline in the growth 

Table 1
Top Source Countries for Economic Immigrants by Country of Last Permanent Residence, 5-Year Totals*

1981–1985 1986–1990 1991–1995 1996–2000 2001–2005

Country
Number of 
immigrants Rank

Number of 
immigrants Rank

Number of 
immigrants Rank

Number of 
immigrants Rank

Number of 
immigrants Rank

China 7,486 5 8,006 10 21,344 4 63,353 1 135,294 1

India 3,421 13 8,635 9 11,091 7 26,537 3 72,527 2

Philippines 5,599 8 23,513 3 35,501 2 20,032 6 48,518 3

Pakistan 627 – 1,680 – 5,345 15 21,860 4 38,109 4

South Korea 2,126 19 7,461 11 10,829 9 16,341 7 30,984 5

Romania 876 – 1,451 – 8,212 12 8,684 11 22,498 6

France 5,608 7 8,970 7 12,052 6 10,084 10 20,436 7

Iran 3,235 15 5,865 15 5,331 16 10,088 9 19,693 8

United Arab Emirates 476 – 3,619 22 4,297 20 6,821 14 19,577 9

United Kingdom 34,254 1 25,922 2 17,712 5 10,260 8 18,308 10

Morocco 921 – 2,412 – 1,964 – 3,959 19 14,172 11

United States 16,163 2 13,467 6 10,382 10 7,710 12 12,663 12

Russia – – – – 2,427 25 6,851 13 12,087 13

Saudi Arabia 496 – 3,924 21 5,954 14 5,715 16 11,701 14

Hong Kong 14,116 3 72,742 1 85,093 1 28,832 2 4,753 21

Total 188,325 378,222 496,918 597,186 704,682

*Only top 25 are ranked.
Source: Citizenship and Immigration Canada.
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of the source population (those aged 15 years and older 

who are available to work). Second, the overall partici-

pation rate will drop sharply as the baby boomers approach 

retirement age. Employers will face difficulties in recruit-

ing enough young people to replace the retiring baby 

boomers. These staffing challenges will be felt unevenly 

and will be more pronounced for sectors characterized by 

older-than-average workforces and generous retirement 

benefits, such as teachers and health-care workers.7 

CONCLUSION: DEMOGRAPHIC CHANGE 
TO POSE ONGOING CHALLENGES

Without a major policy shift, our economy is unlikely to 

have enough workers—or enough of the right kinds of 

workers. We need to invest a good deal more of our col-

lective energy and resources in the “people side” of our 

economy than we have in the past. Longer lifespans and 

falling fertility rates are “aging” the population of many 

countries at an accelerating rate. Slower growth in our 

labour force will drag down Canada’s economic growth 

potential and intensify the social and economic friction 

related to these major structural demographic changes. 

Immigration compensates for slow labour force growth—

to some degree, but global immigration is changing. 

It is now intensely competitive and will become even 

more so. Canada has to shop much more seriously for 

immigrants—and particular kinds of immigrants. Our 

immigration system—an important component in suc-

cessful recruitment—is all too often mired in red tape 

and politics. We need to improve the selection and pro-

cessing of immigrants; implement more active recogni-

tion of credentials; and enhance coordination among the 

three levels of government and among the public, private 

and voluntary sectors. Governments—federal, provincial 

and municipal—must develop a comprehensive strategy 

for immigration, one that involves employers, educational 

7 R.A. Malatest & Associates Ltd., The Aging Workforce, pp. 15–16. 

institutions and community groups in focusing immigrant 

selection, improving settlement and integration, and 

easing labour market entry.

While enhanced economic and skills-based immigra-

tion will help, it will not be enough. Canada must build 

an integrated policy framework that weaves together 

the demand and supply sides of our aging workforce. 

Canadian industry and public service employers need to 

make fundamental changes to human resources policies, 

workplace design, and even work production processes 

in order to engage and retain older workers. Employers 

will benefit from adopting strategies to attract older 

workers and to encourage a more gradual transition to 

retirement. Without a major shift in policy, our econ-

omy is unlikely to have enough workers—or enough of 

the right kinds of workers. Market-driven action alone 

will not be sufficient. Canadian governments should 

be aggressive in removing the legislative and structural 

barriers to working beyond age 65. On the demand side, 

organizations need to be motivated to hire and retain 

older workers. On the supply side, older workers must 

be encouraged to remain in the workforce.

Canada must build an integrated policy framework that 
weaves together the demand and supply sides of our 
aging workforce.

Canada is fortunate in that we are not the first country to 

face the problem of a rapidly aging population. European 

countries and Japan—which are ahead of us on the demo-

graphic curve—have already taken significant steps, and 

have provided Canada with the opportunity to learn from 

their successful policies. Ending mandatory retirement, 

reforming publicly funded pensions to promote later 

retirement, and encouraging industry to retain older 

workers would be a good start.





HIGHLIGHTS

Canada earns a “B” grade 

in the Economy domain 

and ranks 11th out of 

17 countries.

To sustain future growth, 

Canada needs to address 

two burning issues that are 

interrelated: our low labour 

productivity and our dimin-

ishing attractiveness as an 

FDI destination. 

•

•

FDI is becoming a principal 

driver of global economic 

growth, and Canada is well 

below potential in attract-

ing FDI. Canada’s effective 

tax rate on capital is the 

highest in the developed 

world; we are also the most 

restrictive among the G7 

countries in terms of bar-

riers to foreign ownership.

• In addition to low levels 

of FDI, another factor that 

contributes to Canada’s low 

labour productivity is low 

levels of investment in 

both machinery and equip-

ment and in infrastructure. 

•
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INTRODUCTION

In macroeconomic terms, Canada paints a pretty 

picture—a booming resource-based economy with 

falling unemployment, a strong currency and sub-

dued inflation. So why is it that, among the 16 OECD 

countries against which we benchmark its performance, 

Canada earns only a “B” grade in the Economy domain? 

The answer lies in two key inter-related drivers of eco-

nomic growth: productivity and FDI.

Our long-term position will depend on how well we fare 
in boosting productivity and navigating our way around 
the increasingly integrated global playing field.

In our updated benchmarking framework, we selected 

seven output indicators to evaluate economic perform-

ance: GDP per capita, GDP growth, labour productivity 

growth, inflation, unemployment rate, and global inte-

gration, which is represented by two proxy indicators—

inward FDI performance and outward FDI performance. 

(See Table 1.) We chose these indicators to reflect the 

dual focus in our overall goal: both a high and a sus-

tainable quality of life. Although our economy appears 

strong, our long-term position will depend on how well 

we fare in boosting productivity and navigating our way 

around the increasingly integrated global playing field.

Economy
Performing Below Our Potential

CHAPTER 4

Table 1
Economy Indicators

Indicators

Output GDP per capita
GDP growth
Labour productivity growth
Inflation
Standardized unemployment rate
Proxy: Inward FDI Performance Index
Proxy: Outward FDI Performance Index

�
�
�
�
�
�
�

Input Unit labour cost growth
Deficit-to-GDP ratio
Employment growth
Labour force participation rate
Services trade as a percentage of GDP
Machinery and equipment investment 
as a percentage of GDP
Infrastructure investment per capita

�
�
�
�
�
�

�

Policy Protectionism
Bureaucracy
Competition legislation
Legal and regulatory framework
Regulation intensity
Real corporate taxes
Banking regulations
Labour regulations
Immigration laws
Creation of firms
Ease of doing business
International transactions
Investment incentives
Foreign investors

�
�
�
�
�
�
�
�
�
�
�
�
�
�

Source: The Conference Board of Canada.
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Along with the seven output indicators, we also rank 

14 policy indicators that gauge openness to competi-

tion. Competition sparks economic growth by lowering 

costs, driving innovation and enhancing productivity. 

The policy indicators are all survey-based, and measure 

executive perceptions of the impact of a country’s policies 

and regulations on openness to competition.1 (See box 

“Policy Indicators.”)

1 Previous editions of the Conference Board’s Performance and 
Potential included an Openness to Competition Index. This index was 
calculated by aggregating 15 survey-based indicators published 
in the IMD’s World Competitiveness Yearbook. This year we 
decided to present the indicators separately instead of calculating 
a composite 

TOP GLOBAL PERFORMERS

Canada places 11th in the Economy domain rankings. 

(See Table 2.) Ireland and Norway come in first and 

second, respectively. This is not surprising, given that 

Norway has the highest GDP per capita and Ireland had 

the highest GDP growth rate in the benchmark year—

2005. The Netherlands rounds out the top three, thanks 

to its stable inflation, low unemployment, and first and 

third place rankings on the Outward and Inward (respect-

ively) FDI Performance Indexes used to benchmark 

economic performance.

Competition stimulates economic growth. It improves a coun-
try’s economic performance by lowering costs, initiating innov-
ation and enhancing productivity. Indicators that measure the 
degree to which a country is open to competition provide an 
indication of the ability of its economy to adapt, particularly 
in light of advances in trade and investment liberalization.

We chose policy indicators that we believe reflect the degree 
to which a country’s policies help to create and maintain a 
competitive business environment. The IMD conducts an 
annual executive opinion survey of top and middle managers 
that measures their perceptions of competitiveness in econ-
omies worldwide. We selected our 14 policy indicators from 
these survey-based data, where executives were asked to 
assess, on a scale of 0 to 10, the following statements about 
the business environment in their country: 

Protectionism: Protectionism impairs (lower score)/does 
not impair (higher score) business activity.
Bureaucracy: Bureaucracy hinders (lower score)/does not 
hinder (higher score) business activity.
Competition legislation: Competition legislation is efficient 
(lower score)/is inefficient (higher score) in preventing 
unfair competition.
Legal and regulatory framework: The legal and regulatory 
framework restricts (lower score)/does not restrict (higher 
score) the competitiveness of enterprises.

�

�

�

�

Regulation intensity: Regulation intensity restrains (lower 
score)/does not restrain (higher score) the ability of com-
panies to compete.
Real corporate taxes: Real corporate taxes discourage 
(lower score)/do not discourage (higher score) entrepre-
neurial activity.
Banking regulations: Banking regulations hinder (lower 
score)/do not hinder (higher score) business development.
Labour regulations: Labour regulations hinder (lower 
score)/do not hinder (higher score) business activities.
Immigration laws: Immigration laws prevent (lower 
score)/do not prevent (higher score) businesses from 
employing foreign labour.
Creation of firms: Creation of firms is hindered by legislation 
(lower score)/is supported by legislation (higher score).
Ease of doing business: It is not easy (lower score)/easy 
(higher score) to do business.
International transactions: International transactions 
cannot (lower score)/can (higher score) be freely negoti-
ated with foreign partners.
Investment incentives: Investment incentives are not 
attractive (lower score)/are attractive (higher score) to 
foreign investors.
Foreign investors: Foreign investors are not free (lower 
score)/are free (higher score) to acquire control in domestic 
companies.

�

�

�

�

�

�

�

�

�

�

Policy Indicators

Sources: The Conference Board of Canada; IMD.

 index. As with any composite indicator, a change in country ranking 
from year to year may not be easy to interpret without examining 
the underlying components of the composite. Further more, we 
re-evaluated the set of indicators and chose 14 policy indicators 
that we believe better reflect the issues affecting Canada’s eco-
nomic performance.
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Excluding the GDP per capita indicator, Ireland’s perform-

ance was equivalent to, or better than, Norway’s on all 

but two indicators: productivity growth and inward FDI 

performance. Ireland’s productivity growth was a low 

0.9 per cent in 2005. However, if we look at the average 

productivity growth over the past 5 and 10 years, Ireland 

is the top performer with an average growth of 2.3 per 

cent and 3.1 per cent, respectively. Its poor ranking on 

the Inward FDI Performance Index is surprising, given 

Ireland’s popularity as an FDI destination. (See box 

“Irish Eyes Are Smiling.”) Ireland’s ranking on this 

index dropped as a result of negative FDI inflows in 2005. 

The main reason for the fall in the level of investment 

was a U.S. tax amnesty in 2005 that allowed U.S. com-

panies with overseas operations to repatriate profits and 

pay 5.35 per cent in corporation tax rather than the full 

rate of 35 per cent. 

CANADA’S MEDIOCRE STANDING

On the output indicators, Canada rates an “A” on infla-

tion. (See Table 3.) This makes sense in a country guided 

by an inflation-targeting monetary policy. Unfortunately, 

this is our only “A.” Our performance is at the “B” level 

on three of the seven indicators: GDP growth, labour 

productivity growth and unemployment. Our two “C”s 

are on the GDP per capita indicator and the Outward 

FDI Performance Index. Finally, our worst score—a 

“D”—is on the Inward FDI Performance Index.

Canada fares poorly when compared with the top per-
formers; we are well below the best on all indicators but 
one. On the unemployment rate and inward FDI perform-
ance indicators, we are below the 17-country average.

Chart 1 provides a snapshot of Canada’s economic 

performance—relative to that of the U.S., the best 

performing comparator country and the 17-country 

average—on the seven output indicators. Chart 1 has 

seven axes—one for each indicator—that radiate out 

from the centre. A score of 0 represents the worst per-

formance and a score of 100 represents the best. Canada 

fares poorly when compared with the top performers; 

we are well below the best on all indicators but one. On 

the unemployment rate and FDI performance indicators, 

we are below the 17-country average. Our performance 

on GDP per capita is average. The U.S. performs better 

than Canada on four of the seven indicators.

Table 2
Economy Domain Report Card

Rank Country Grade

1 Ireland �

2 Norway �

3 Netherlands �

4 Switzerland �

5 Sweden �

6 Austria �

7 United States �

8 Belgium �

9 Denmark �

10 United Kingdom �

11 Canada �

12 Japan �

13 Australia �

14 Finland �

15 France �

16 Germany �

17 Italy �

Source: The Conference Board of Canada.
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With the fourth highest GDP per capita in the world, strong 
GDP growth, average annual productivity growth of more than 
3 per cent in the past decade, and one of the lowest unemploy-
ment rates in countries belonging to the OECD, it is no wonder 
that Ireland is the star performer in the Economy domain. Luck 
of the Irish? Not quite. Its performance on the 14 survey-based 
policy indicators shows that Ireland is doing something right. 
Ireland is ranked as “leading” on all but one.

Ireland’s story is truly remarkable. This is a country that, just 
two decades ago, was renowned for its high unemployment, 
poverty and emigration rates. It is now called the “Celtic Tiger,” 
thanks to the phenomenal growth in its economy. Since 1990, 
Ireland has gone from being one of the countries with the 
lowest GDP per capita in the OECD to being fourth overall. 
(See chart.) What ignited Ireland’s economy? 

Ireland’s GDP Per Capita, 1990–2005
(US$)

Source: OECD.

A number of parallel developments played significant roles in 
Ireland’s economic boom. These include a more prudent fiscal 
policy, increased European Union (EU) structural funding, the 
development of the Single European Market, and deep cuts to 

corporate tax rates. The result was a substantial increase in 
inward FDI flows. While it is difficult to pinpoint a single cata-
lyst responsible for Ireland’s economic success in the 1990s, 
one can argue that Ireland’s FDI-friendly environment pro-
vided a strong foundation for growth. 

According to Forfás—Ireland’s national policy and advisory 
board for enterprise, trade, science, technology and innova-
tion—the lion’s share of employment gains in the 1990s took 
place in foreign-owned companies. Between 1996 and 2006, 
employment in foreign-owned companies grew by 27 per cent.1 
Most of this growth has taken place in high-tech industries, 
where foreign firms account for 90 per cent of the output. In 
1985, inward FDI flows were US$164 million. By 2003, inward 
FDI had grown to US$29 billion.2 How did Ireland become 
such an attractive FDI destination? 

First, Ireland’s location has worked in its favour. Since it is a 
member of the EU, subsidiaries have guaranteed access to EU 
markets. Second, it has a highly educated, English-speaking 
workforce. Ireland also has solid infrastructure and relatively 
low wage rates. These have all been significant factors. How-
ever, the real linchpin in Ireland’s success at attracting FDI has 
been the government’s proactive stance toward seeking out 
and promoting foreign investment.

1 Forfás, Annual Employment Survey 2006, p. 7. The survey 
provides an analysis of employment levels in manufacturing 
and internationally traded services companies under the remit 
of IDA Ireland, Enterprise Ireland, Shannon Development and 
Údarás na Gaeltachta. The population of firms covered in the 
survey includes companies receiving assistance at any stage 
from these agencies or their predecessor agencies. 

2 United Nations Conference on Trade and Development 
(UNCTAD), “Foreign Direct Investment.” 

(cont’d on next page)

Irish Eyes Are Smiling
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Irish Eyes Are Smiling (cont’d)

Sources: The Conference Board of Canada; C.D. Howe Institute; IDA Ireland; Forfás; UNCTAD.

As noted earlier, one of the key initiatives used to attract busi-
ness was to set low corporate tax rates on foreign capital. 
Although the EU has encouraged Ireland to increase these 
rates in recent years, they remain comparatively low. In 2005, 
the effective tax rate on capital was 14 per cent, significantly 
lower than Canada’s tax rate of 39 per cent.3 Not surprisingly, 
Ireland tops the list on our real corporate taxes indicator. 

Ireland’s IDA has been the main player in promoting FDI. IDA 
is a government agency that is responsible for securing for-
eign investment in manufacturing and internationally traded 
services sectors. IDA has not only helped coordinate tax 
breaks for foreign investors, but it has also actively sought out 
investors—primarily from the high-technology sector—and 
has successfully lured big players such as Intel and Microsoft. 

By focusing on industry leaders, such as Intel, Ireland has cre-
ated an FDI powerhouse. When industry leaders invest in a 
given country, they decrease its perceived level of investment 
risk and uncertainty. This, along with the prospect of being 
closer to suppliers and competitors, draws other multination-
als to the country. 

3 Mintz et al., The 2005 Tax Competitiveness Report, p. 6.

IDA attracts investment by:4

focusing on business sectors that are closely matched with 
the emerging needs of the economy;
building links between international businesses and tertiary 
education and research centres to ensure the necessary 
skills and research capabilities are in place; 
building world-leading clusters of knowledge-based activ-
ities; and 
being active in the development of infrastructure and busi-
ness support services, telecoms, education and regulatory 
issues, especially in relation to EU policy.

The policy indicators provide further evidence that Ireland 
is friendly toward foreign business. On the survey-based indi-
cator that asks whether investment incentives are attractive 
to foreign investors, Ireland ranks highest out of our group 
of comparator countries. On the foreign investors indicator, 
which measures the extent to which investors are free to 
acquire control in domestic companies, Ireland scores a 
9.36 out of 10.

Through policies that promote investment and global 
integration—such as maintaining low corporate tax rates, 
aggressively pursuing FDI from industry leaders and nurturing 
a quality education system—Ireland has moved from being at 
the back of the class to being the star performer.

4 Industrial Development Agency Ireland.
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When benchmarking economies, the typical proxy for 

standard of living is GDP per capita. It may seem redun-

dant to give “A” to “D” rankings for the 17 economies 

on their GDP per capita, given that this was the criterion 

used to choose the countries in the first place. However, 

it is important to recall that in selecting the top 17 OECD 

countries, we used the OECD average GDP per capita 

over the past five years as the cut-off. It is still important 

to see where each country currently ranks on this indi-

cator and how this may or may not change from year to 

year. A country in our comparator group might not 

seem to deserve a “D” rating, since it is one of the top 

17 OECD countries, but it is also important to bear in 

mind that we are looking at relative standings. 

Canada scores a respectable “B” grade on the GDP growth 
indicator—a growth driven by strong commodity prices.

Canada gets a grade of “C” on GDP per capita. Norway 

is the breakaway star performer here, thanks to its boom-

ing petroleum sector. (See Chart 2.) If we were to exclude 

this “outlier” in our calculations, Canada would just 

squeak into the “B” range. Clearly we could do better, 

and we are losing ground. In just one year, from 2004 

to 2005, we dropped from eighth to ninth place among 

the 17 countries, with Denmark creeping past us in the 

standings. 

We fare better on our other GDP output indicator, GDP 

growth, scoring a “B” grade thanks to respectable growth 

of 2.9 per cent in the 2005 benchmark year—a growth 

driven by strong commodity prices. Our main trading 

Chart 1
Economy Domain: Canada Relative to the U.S., the 17-Country 
Average and the Best Performing Country for Each Indicator
(normalized data*)

*The normalization formula converts the data into a number from 0 (worst) to 100 
(best), even in cases where a higher value for the original indicator data indicates a 
poor performance (e.g., the unemployment rate). 
Source: The Conference Board of Canada.
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Chart 2
GDP Per Capita, 2005
(US$ at purchasing power parity)

Sources: The Conference Board of Canada; OECD.
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partner—the U.S.—also scores a “B” on this indicator. 

But our income gap with the U.S. continues to widen, as 

their GDP is growing at a faster rate—3.5 per cent in 

2005. Ireland is the clear leader on this indicator, aver-

aging more than 5 per cent growth between 2001 and 

2005—a growth fuelled primarily by strong household 

spending. (See Chart 3.) On a positive note, the U.S.–

Canada gap in GDP per capita has shrunk slightly over 

the past decade. A 2007 Statistics Canada report shows 

that in 2005, GDP per capita in Canada was 84.3 per cent 

of the U.S. level. The 12-year average is 83.2 per cent, 

and the low for this period was 81 per cent, in 1998. 

There appears to have been some gradual improvement 

over time.2 

2 Maynard, The Comparative Level of GDP in Canada and the United 
States, pp. 35–37.

SUNNY EMPLOYMENT OUTLOOK MARRED 
BY LOOMING PRODUCTIVITY CLOUD

The main determinants of a country’s standard of living—

or GDP per capita—are employment and productivity. 

We use the standardized unemployment rate as the out-

put indicator for employment. Canada rates a “B” on 

this indicator, although its 12th place standing is not 

impressive. (See Chart 4.) However, if we examine the 

data for the past 10 years, we see that Canada’s unemploy-

ment rate was in fact at its lowest in 2005. (See Chart 5.) 

Unemployment appears to be following a downward trend. 

This—along with relatively high employment growth 

Chart 3
GDP Growth, 2005
(per cent)

*Italy had 0 per cent GDP growth in 2005.
Sources: The Conference Board of Canada; The World Bank.
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Chart 4
Standardized Unemployment Rate, 2005
(per cent)

Sources: The Conference Board of Canada; OECD.

Ire
lan

d
Jap

an

Switze
rla

nd

Norw
ay

Neth
erl

and
s

U.K.

Denm
ark U.S.

Aust
ral

ia
Aust

ria

Swede
n

Can
ad

a
Ital

y
Fin

lan
d

Belg
ium

Germ
any Fra

nce
0
2
4
6
8

10
12

“A” Grade “B” Grade “C” Grade “D” Grade



The Conference Board of Canada | 41

(fifth among the 17 countries in 2005), high participa-

tion rates and the second-lowest long-term unemploy-

ment rate, after Norway—presents a positive outlook 

with respect to employment. (See charts 6, 7 and 8.) 

But is this employment growth sustainable? The demo-

graphic trends discussed in Chapter 3 point to a gradual 

slowdown. Our aging population and labour force will 

force us to look increasingly toward bolstering the second 

critical determinant of GDP per capita: productivity.

Chart 5
Canadian Standardized Unemployment Rate, 
1995–2005
(per cent)

Source: OECD.
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Chart 6
Employment Growth, 2005
(per cent)

Source: OECD.
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Chart 7
Labour Force Participation Rate, 2005
(persons aged 15–64)

Source: OECD.
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From 2000 to 2005, the Canada–U.S. ratio of number of 

hours worked per capita increased from 88.4 per cent to 

94.7 per cent,3 while the labour productivity ratio decreased 

from 94.1 per cent to 89 per cent.4 In other words, most 

of the gap in GDP per capita between Canada and the 

U.S. stems from the gap in labour productivity, not the 

gap in work intensity. (See Chart 9.) 

3 The recent small reduction in the Canada–U.S. income gap is due 
to more hours being worked in Canada.

4 Maynard, The Comparative Level of GDP in Canada and the United 
States, p. 35. 

Productivity is a key driver of economic well-being, and 

relative productivity is an indicator of international com-

petitiveness, especially for a small open economy like 

Canada. Yet we are falling behind; Canada is a produc-

tivity laggard. Although we get a “B” grade according 

to the data for the latest year available, our average pro-

ductivity growth over the 10-year period between 1996 

and 2005 was only 1.3 per cent. More distressingly, our 

average growth in the last five years of that time period 

was a mere 0.7 per cent—a stark contrast with the U.S. 

10-year average of 1.9 and 5-year average of 2.2 per cent. 

(See Chart 10.) Looking at actual productivity levels, in 

2006, Canada placed 16th, while the U.S. placed sixth. 

Closing our productivity gap with the U.S. is essential 

to closing the existing income gap, but we are going in 

the wrong direction. (See Chart 11.)

Most of the gap in GDP per capita between Canada and 
the U.S. stems from the gap in labour productivity.

Why are we falling behind in productivity? One reason 

could be our low investment in physical capital. Invest-

ment in machinery and equipment (M&E)—particularly 

information and communications technology—is asso-

ciated with the adoption and diffusion of the latest 

Chart 8
Long-Term Unemployment Rate, 2005*
(unemployment for 12 months or more as a percentage of total unemployment)

*2004 data for Sweden
Source: OECD.
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Chart 9
Canada’s Performance Relative to the United States, 1994–2005
(Canadian performance as a percentage of U.S. performance)

Source: Statistics Canada.
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state-of-the-art technologies, which, in turn, lead to 

growth in labour productivity. Our investment in M&E 

as a percentage of GDP is among the lowest of the 

countries against which we benchmark ourselves.5 If 

we look at the period between 1995 and 2005, we are 

consistently below the overall OECD average on this 

indicator. (See Chart 12.)

5 M&E investment was calculated using the OECD National Accounts 
data for Gross Fixed Capital Formation. The components repre-
senting investment in “Housing” and “Other Construction” were 
subtracted from the total figure for Gross Fixed Capital Formation 
to arrive at our proxy for investment in M&E.

Chart 10
Average Labour Productivity Growth
(per cent)

Source: OECD.
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Chart 11
Labour Productivity, 2006
(US$; GDP per hour worked)

Source: Groningen Growth and Development Centre.
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Chart 12
Machinery and Equipment Investment as a Percentage of GDP, 2005
(per cent)

Sources: The Conference Board of Canada; OECD.
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There is also a strong relationship between investment 

in infrastructure (which has an impact on the business 

operating environment) and productivity. While we 

fare well compared with the U.S. and other comparator 

countries on investment in infrastructure per capita, we 

are not keeping up with our actual investment needs.6 

(See Chart 13.) 

On survey-based indicators that measure the overall qual-
ity of infrastructure and the adequacy of planning and finan-
cing for its development and maintenance, we rank 13th 
and 12th respectively among the 17 comparator countries.

In 2003, it was estimated that an investment of $125 bil-

lion was required to bring municipal, provincial/territor-

ial and federal infrastructure up to an acceptable level.7 

A more recent report, released in June 2005 by the 

Federation of Canadian Municipalities, states that, at 

the municipal level alone, an estimated $60 billion is 

needed to upgrade and extend basic infrastructure. The 

infrastructure deficit is increasing by approximately 

6 OECD National Accounts data for Gross Fixed Capital Formation 
were used to determine investment in infrastructure. The com-
ponent representing “Other Construction,” which does not include 
investment in housing, was used as a proxy for investment in 
infrastructure. Since disaggregated private and public investment 
data are unavailable, the figures in the chart represent total invest-
ment in infrastructure.

7 Mirza and Haider, The State of Infrastructure in Canada, pp. 4–5.

$2 billion a year.8 Recent global surveys of business 

leaders confirm the negative perception of infrastructure 

quality and maintenance in Canada. On survey-based 

indicators that measure the overall quality of infrastruc-

ture and the adequacy of planning and financing for its 

development and maintenance, we rank 13th and 12th 

respectively among the 17 comparator countries.9 At 

a time when it is more crucial than ever to reduce the 

costs of doing business to remain globally competitive, 

our infrastructure investment should be growing at a 

greater rate.

GLOBAL POSITIONING

Boosting trade in services is also a strategy Canada should 

pursue to stimulate economic growth. Canada’s trade in 

services as a percentage of GDP is low compared with 

that of the other comparator countries. (See Chart 14.) 

Services trade increases exposure to foreign technologies, 

and the resulting technology transfer leads to gains in 

productivity. According to the OECD, services account 

for more than 70 per cent of production in high-income 

8 Federation of Canadian Municipalities, Cities, p. 20.

9 The overall infrastructure quality indicator is from the World 
Economic Forum’s The Global Competitiveness Report, 2006–
2007. The maintenance and development indicator can be found 
in the 2006 edition of IMD’s World Competitiveness Report.

Chart 13
Infrastructure Investment Per Capita, 2001–2005
(US$ per capita; annual average)

Sources: The Conference Board of Canada; OECD.
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countries and gains from liberalizing trade in services 

are significantly higher than those from liberalizing 

trade in goods.10 Services in communications, finance, 

energy and transportation are essential to business effi-

ciency and productivity. Additionally, global consumer 

demand continues to grow for services such as telecom-

munications, banking and tourism. Yet since the 1970s, 

Canada’s export market share of trade in services in the 

OECD has dropped steadily. (See Chart 15.)

FDI is becoming a principal driver of global growth—
world inflows grew by 29 per cent in 2005 alone. 

To reflect the importance of integrating into the rapidly 

changing global economy, we included two indicators of 

integration in our overall ranking of the 17 OECD econ-

omies. These indicators are measures of inward and 

outward FDI performance, based on flows of inward 

and outward FDI relative to GDP. 

10 OECD, STAN database. 

FDI is becoming a principal driver of global growth. FDI 

inflows benefit an economy by providing access to tech-

nology, knowledge and capital. World inflows of FDI 

grew by a staggering 29 per cent in 2005 alone. FDI 

inflows help shape global trade and affect productivity 

levels by encouraging the diffusion of technology man-

agement know-how, as well as more efficient resource 

allocation. This in turn leads to higher returns on invest-

ment in R&D and capital, and promotes further growth. 

FDI outflows open access to foreign markets and promote 

deeper integration into global supply chains, making an 

economy’s firms more efficient and competitive.

Chart 14
Services Trade as a Percentage of GDP, 2005 or Latest Year Available
(per cent)

Source: The World Bank.
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Chart 15
Canada’s Market Share* in Services Trade, 1970–2005
(per cent)

*Market share in the OECD.
Source: OECD.
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The United Nations Conference on Trade and Development 

(UNCTAD) publishes four FDI indexes in its annual 

World Investment Report (WIR). Two indexes measure 

FDI performance (inward and outward) and two measure 

FDI potential (inward and outward). Our focus in this 

report card is on actual performance (output), therefore 

we use only the two FDI performance indexes to rank 

the 17 comparator countries. 

Canada scores its worst grade in this domain on the 
Inward FDI Performance Index—a “D.”

The Inward FDI Performance Index measures a country’s 

share of world FDI inflows relative to its share of world 

GDP. A value greater than 1 on this indicator means that 

a country receives a higher proportion of FDI inflows 

than it should given its relative size in the global econ-

omy.11 Canada scores its worst grade on the Inward 

FDI Performance Index—a “D”—based on its index 

score of 0.84. (See Chart 16.) Of the 141 economies 

benchmarked in the 2006 WIR, Canada ranks 97th on 

the Inward FDI Performance Index, the same ranking as 

11 Given the volatility of FDI flows, a three-year average of flows and 
GDP is used in the calculations of both FDI performance indexes. 
Negative scores on FDI performance indexes, such as those of 
Denmark, mean disinvestment.

the previous year, but a drop from 34th place in 2002. On 

the Outward FDI Performance Index, we do better with a 

“C” grade and an index score of 1.88. (See Chart 17.) 

As reflected in the index score, Canada is a net exporter 

of FDI. Outward investment leads to increased trade 

opportunities as well as opportunities for moving up the 

value chain by expanding corporate networks.

Our poor performance on the Inward FDI Performance 

Index is at odds with our performance on the Inward FDI 

Potential Index, where we rank in third place. The latter 

index captures factors, other than market size, that are 

expected to affect an economy’s attractiveness to foreign 

investors. According to the UNCTAD framework, we are 

well below our potential on attracting FDI. While emer-

ging economies such as China and India are becoming 

increasingly attractive FDI destinations, Canada is 

losing ground. Why do we perform so poorly? We have 

a well-educated and highly skilled workforce; a boom-

ing, resource-rich economy; and good information and 

communication infrastructure. So what is holding us 

back? The two factors most often cited are regulation 

intensity and the capital tax burden. 

Chart 16
Inward FDI Performance Index, 2003–2005
(index where 1 means the country’s share of global FDI inflows is equal to its share of global GDP)

*Negative FDI inflows result from reverse investment—that is, negative equity capital, reinvested earnings or intra-company loans.
Note: No country received a “B” grade.
Sources: The Conference Board of Canada; UNCTAD.
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REGULATIONS AND CORPORATE TAXES—
KEY AREAS FOR IMPROVEMENT

We turn to the policy indicators to shed some light on 

where Canada’s problems lie in attracting investment to 

fuel economic growth. (See Table 4.) On indicators that 

measure the actual business operating environment, we 

score quite well. We are a leader on the indicator that 

reflects the ease of doing business (i.e., executives feel 

that Canada’s ease of doing business is a competitive 

advantage for our economy). We also lead on the creation 

of firms indicator (i.e., executives feel that the creation 

of firms in Canada is supported by streamlined eco-

nomic legislation). Relative to other OECD countries, 

labour regulations in Canada do not, in general, hinder 

business activities, and the legal and regulatory frame-

work does not discourage competitiveness. However, 

our standing on these indictors does not reveal the 

actual competitive burdens that may, or may not, be 

created by regulation.

One policy indicator on which we trail our comparator 

countries is the measure of the degree to which real 

corporate taxes encourage or discourage entrepreneurial 

activity. Canada imposes one of the developed world’s 

highest effective tax rates on capital. Our high capital 

tax rates are not conducive to fostering investment, be it 

domestic or foreign. The Conference Board argues that 

taxes on capital investment should be cut to bring 

Canada’s rates much closer to the world average.12

Canada imposes one of the developed world’s highest 
effective tax rates on capital. Our high capital tax rates 
are not conducive to fostering investment.

We are also trailing on the protectionism indicator 

(meaning that Canada’s protectionist policies are seen 

as having a negative impact on conducting business). 

This clearly plays a role in determining our ability to 

12 Hodgson and Shannon, Mission Possible: Stellar Canadian 
Performance in the Global Economy, p. 61.

Chart 17
Outward FDI Performance Index, 2003–2005
(index where 1 means the country’s share of global FDI outflows is equal to its share of global GDP)

*Negative FDI outflows result from reverse investment in another country—that is, negative equity capital, reinvested earnings or 
intra-company loans.
Sources: The Conference Board of Canada; UNCTAD.
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attract FDI. These indicators point to the need to reduce 

barriers to foreign ownership—barriers that are mainly 

in key services industries, such as the telecommunica-

tions and airline industries. Indeed, the OECD notes 

that we are the most restrictive among the G7 countries 

in terms of ownership barriers to FDI.13 (See Chart 18.)

Canada is a middle-of-the-pack performer on the remain-

ing policy indicators, a few of which warrant further 

inspection. On the indicator that measures the degree 

to which foreign investors are free to acquire control 

in domestic companies, we are actually 13th out of the 

17 countries benchmarked. This could be one explana-

tion for our low inward FDI grade. On the banking 

regulation indicator we rank 11th, pointing to a need 

to foster a competitive environment in the banking 

industry in order to create a more efficient financial 

13 OECD, Economic Policy Reforms, p. 25.

system. We come in eighth place on the bureaucracy 

indicator. Finally, on the regulation intensity indicator, 

five countries place ahead of us, and three of the coun-

tries that place ahead of us also outpace us on the Inward 

FDI Performance Index—all have Inward FDI Perform-

ance Index values greater than 1, compared with our 

score of 0.84. 

We need to promote Canada as an attractive destination 
for FDI by further reducing the regulatory and capital tax 
barriers faced by businesses.

CONCLUSION

The bottom line of the economy benchmarking is 

that Canada needs to focus on increasing productivity 

and investment. Not only do we need to invest more—

particularly in physical capital—but we also need to 

become a bigger player in the FDI market. In the global 

economy, countries are bound closely together not only 

through migration and trade, but also through the flow 

of finances and the resulting diffusion of technology. 

We cannot afford to rest on our laurels or rely solely on 

our booming resources sector. We should strive to move 

up the global value chain, which we can accomplish by 

increasing trade in services and our openness to com-

petition. Increased FDI in both directions is crucial to 

future growth. In particular, we need to promote Canada 

as an attractive destination for FDI by further reducing 

the regulatory and capital tax barriers faced by businesses.

Chart 18
Ownership Barriers to Foreign Direct Investment, 2003 and 2006
(index scale 0 to 10 from least to most restrictive)

Source: OECD.

0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

0 0.5 1.0 1.5 2.0 2.5 3.0 3.5 4.0

20
06

17-country average—2003

17-country average—2006

2003

U.K.
Belgium

Denmark Finland

Ireland

Switzerland

Norway

Austria Australia

U.S.

Canada

Italy

Japan
Germany France

Netherlands

Sweden





HIGHLIGHTS

Canada earns a “D” grade 

in the Innovation domain, 

ranking 14th—or fourth to 

last—out of 17 countries. 

Innovation is fundamental 

to Canada’s productivity 

and competitiveness; our 

low ranking does not bode 

well for our future.

Canada scores relatively 

poorly in the creation and 

diffusion of knowledge. 

We have a shortage of the 

skilled people upon whom 

we depend for innova-

tion and are a mediocre 

performer in terms of our 

investments in knowledge. 

•

•

•

Only 6.4 per cent of our 

gross value added comes 

from high- and medium-

high technology manufac-

turing. This is partly a 

reflection of our resource-

intensive economy; more 

innovation-based com-

merce would help to 

diversify the economy 

for sustainable prosperity.

• Canada provides higher 

tax subsidies for R&D 

than do the majority of 

the comparator countries. 

Despite these subsidies, 

our business R&D inten-

sity is low.

•

5 �

�

�

�



INTRODUCTION

There is a strong relationship between innovation, 

productivity and prosperity. Countries that are 

more innovative are generally also more pro-

ductive, more competitive, wealthier—and thus better 

off. Innovation is a means to an end—the end being 

our continued well-being and high quality of life. 

Investing in and encouraging innovation is a priority 
for many OECD countries.

According to the OECD, the development and exploita-

tion of novel products, processes, services and systems, 

and their constant upgrading is key to sustaining growth 

and productivity.1 Investing in and encouraging innova-

tion is, therefore, a priority for many OECD countries.

INNOVATION FRAMEWORK
The Conference Board’s innovation framework provides 

an analytical basis for the evaluation of innovation systems. 

The framework distinguishes four discrete knowledge 

1 OECD, Micro-Policies for Growth and Productivity, p. 14.

activities—creation, diffusion, transformation and use—

that play a critical role in innovation. Supported by the 

appropriate policy environment, these four activities 

interact to produce economic or social value. The dimen-

sions of the framework are: 

Creation: Generating new knowledge or significantly 

improving existing knowledge (through activities 

such as researching, inventing and designing).

Diffusion: Communicating and sharing knowledge 

(through activities such as mentoring, networking, 

collaborating, training and publishing).

Transformation: Developing new or significantly 

improved products and processes; adopting or 

adapting knowledge for specific purposes; and 

transforming knowledge (through activities such as 

prototyping, testing, customizing, producing and 

assembling).

Use: Commercializing and delivering or implementing 

new or significantly improved products or processes 

(through activities such as selling, buying, installing 

and operating).

�

�

�

�

Innovation
Missing Focus and Drive

CHAPTER 5

“A process through which economic or social value is extracted from 
knowledge—through the creation, diffusion and transformation 
of knowledge to produce new or significantly improved products or 
processes that are put to use by society.”

The Conference Board of Canada defines innovation as:
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The policy environment supports the overarching con-

ditions that influence innovation. The policy environ-

ment may influence innovation outputs (e.g., forcing 

government-funded research programs to patent all 

inventions), but in most cases the policy environment 

influences innovation inputs (e.g., providing intellectual 

property advice and assistance to government-funded 

research programs). 

We selected seven output indicators related to the four 

dimensions of the innovation framework to benchmark 

innovation performance. (See Table 1.) In addition, we 

included six input indicators and four policy indicators. 

The selected indicators are by no means a complete rep-

resentation of a country’s innovation system. However, 

they do provide an overarching view of a country’s innov-

ation performance and are a starting point for compari-

sons between Canada and other OECD countries. 

Canada earns a “D” grade in the Innovation domain and 

ranks 14th—or fourth to last—among the 17 comparator 

countries. (See Table 2.) Switzerland, Sweden and Finland 

take first, second and third place, respectively. All three 

countries are traditionally recognized as being global 

leaders in innovation; their rankings on our indicators 

reaffirm this reputation.

Canada earns a “D” grade in the Innovation domain and 
ranks 14th—or fourth to last—among the 17 comparator 
countries.

Canada scores poorly across three of the four dimensions 

of the innovation framework. (See Table 3.) Transforma-

tion is the only innovation dimension on which Canada 

scores well. Unfortunately, however, without a greater 

number of indicators that directly and consistently measure 

Table 1
Innovation Indicators

Indicators Creation Diffusion Transformation Use

Output Scientific articles per 
million population
Triadic patent families 
per million population

�

�

Technology exchange 
(exports plus imports) 
as a percentage of GDP

� Venture capital investment 
as a percentage of GDP

� Share of total gross 
value added by high- and 
medium-high technology 
manufacturers
Share of total gross value 
added by knowledge-intensive 
“market” services
Nature of competitive 
advantage

�

�

�

Input Investment in knowledge 
as a percentage of GDP
Business R&D intensity
Researchers per 1,000 total 
employment

�

�
�

Business-funded R&D in 
the higher education and 
government sectors
FDI and technology transfer
International experience of 
senior managers

�

�
�

Policy Rate of tax subsidies for US$1 of R&D, large firms
Rate of tax subsidies for US$1 of R&D, SMEs
Relocation threats of R&D facilities
Government procurement of advanced technology products

�
�
�
�

Source: The Conference Board of Canada.
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transformation activities on the international front, it is 

difficult to reach a clear consensus on this dimension. 

In the use dimension, our scores are low: two “D”s and 

a “C.” In other words, Canada is poor at commercializing 

and exploiting our science and technology ideas.

Chart 1 provides a snapshot of Canada’s innovation per-

formance on the seven output indicators relative to the 

best performing country and the 17-country average. 

Chart 1 has seven axes—one for each indicator—that 

radiate out from the centre. A score of 0 represents 

the worst performance and a score of 100 represents 

the best performance. It is immediately apparent that 

Canada is not the best (nor the worst) performer on any 

of the indicators. The only indicator on which Canada 

performs well is venture capital investment as a percent-

age of GDP—where Canada’s score comes close to 100.

We are in the middle of the pack with respect to our 
investments in knowledge—R&D, higher education 
and software.

Input indicators reveal that Canada has a shortage of the 

skilled people who drive innovation. We have 7.2 research-

ers per 1,000 employees, compared with 16.5 per 1,000 in 

top-ranked Finland. We rank 12th in the proportion of 

graduates with science and technology backgrounds. 

Our low ranking is even more worrying if we consider 

that two countries omitted from our benchmarking—

China and India—are producing graduates in these 

areas at ever-increasing rates. (See Chapter 7.)

We are in the middle of the pack with respect to our 

investments in knowledge—R&D, higher education 

and software. OECD statistics show that, over the past 

decade, Canada’s growth of investment in knowledge 

as a percentage of GDP increased by a meager 0.1 per 

cent, while Denmark and Sweden’s growth has been 

1.8 and 1.7 per cent, repectively. This does not bode 

well for Canada’s future, as the return on such invest-

ments is often deferred. Of particular concern is our 

relatively low business investment in R&D—where 

we rank fourth from the bottom.

Table 2
Innovation Domain Report Card

Rank Country Grade

1 Switzerland �

2 Sweden �

3 Finland �

4 United States �

5 Germany �

6 Netherlands �

7 United Kingdom �

8 Belgium �

9 Denmark �

10 Ireland �

11 Japan �

12 Austria �

13 France �

14 Canada �

15 Norway �

16 Australia �

17 Italy �

Source: The Conference Board of Canada.
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CREATION OF KNOWLEDGE

SCIENTIFIC ARTICLES PER MILLION POPULATION
Publications are one of the major outputs of scientific 

research and most come from the academic community. 

The number of publications in science and engineering 

can be used to measure the creation of knowledge in 

the innovation system. Conference Board research sug-

gests that the production of scientific articles is typ-

ically greater in countries where intensive investments 

are made in knowledge (i.e., in R&D, higher education 

and software).2 

The number of publications in science and engineering 
can be used to measure the creation of knowledge in 
the innovation system.

Chart 2 compares the number of articles per million popu-

lation published in scientific journals throughout the 

world by authors in Canada and the OECD comparator 

countries. Canada publishes 783 articles per million 

population, giving Canada a “C” on this indicator.

Switzerland and Sweden are at the head of the class on 

this indicator (each earns a grade of “A”) and produce 

more than 1,100 articles per million population. These 

2 The Conference Board calculated a correlation coefficent of 
0.693 between the number of scientific articles per million 
population and investment in knowledge.

countries are also top investors in knowledge. In contrast, 

the output of scientific articles in Japan is relatively low 

compared with its knowledge intensity. Yet, like Switzerland 

and Sweden, Japan is a top investor in knowledge.3

3 The OECD notes that there is a bias in the article count data, com-
piled by the Institute for Scientific Information, toward English-
language journals. OECD, Science, Technology and Industry 
Scoreboard 2005, p. 40.

Chart 1
Innovation Domain: Canada Relative to the 17-Country Average and 
the Best Performing Country for Each Indicator
(normalized data*)

*The normalization formula converts the data into a number from 0 (worst) to 100 (best). 
Source: The Conference Board of Canada.
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Chart 2
Scientific Articles Per Million Population, 2003

Sources: The Conference Board of Canada; OECD.
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TRIADIC PATENT FAMILIES PER MILLION POPULATION
Measuring the number of patents per million popula-

tion provides insight into how research is protected and 

commercially pursued. It also helps us understand how 

knowledge is created and diffused.

The number of triadic patent families in Canada is well 
below the output of most comparator countries.

A patent for an invention is a member of the triadic pat-

ent family if it is simultaneously filed at the European 

Patent Office (EPO), the Japanese Patent Office (JPO) 

and the United States Patent and Trademark Office 

(USPTO). Chart 3 depicts the number of triadic patent 

families per million population for Canada and other 

comparator countries. Patents are credited to a particu-

lar country based on the inventor’s country of residence. 

The number of triadic patent families in Canada (22.43 per 

million population) is well below the output of most 

comparator countries—consequently, Canada receives a 

“D” on this indicator. Countries that intensively invest 

in knowledge usually have a greater number of triadic 

patent families per million population. Furthermore, 

Conference Board research demonstrates that business 

R&D intensity within a country is an excellent predictor 

of triadic patenting activity.4

4 The Conference Board calculated a correlation coefficient of 
0.778 between triadic patent activity and R&D intensity. 

R&D investment by business contributes to the creation 

of knowledge and is an innovation input. However, 

research performed and funded by business is usually 

more “applied” than research funded by the academic 

community. It tends to focus on the development or 

transformation of knowledge into new or significantly 

improved products or processes. To protect R&D invest-

ment globally, businesses file for patents in multiple 

jurisdictions. Privately funded R&D is more likely to 

be patented than publicly funded R&D.

Countries such as Switzerland and Japan have business 

sectors that invest intensively in R&D. The number of 

triadic patent families in Switzerland and Japan is in 

excess of 90 per million population. Accordingly, both 

countries receive “A” grades for this indicator.

DIFFUSION OF KNOWLEDGE

TECHNOLOGY EXCHANGE (EXPORTS PLUS IMPORTS) 
AS A PERCENTAGE OF GDP
Technology exchange measures commercial transactions 

related to international technology transfers and is a good 

indicator of technology diffusion. It includes money paid 

for the acquisition and use of patents, licences, trade-

marks, designs, know-how and closely related technical 

services, as well as money paid for industrial R&D carried 

out abroad. 

Chart 3
Triadic Patent Families Per Million Population, 2003

Sources: The Conference Board of Canada; OECD.
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A common measure discussed in the literature is tech-

nology balance of payments, calculated by subtracting 

payments (imports) from receipts (exports). A positive 

result indicates that a country sells more intellectual 

property than it buys.

However, for benchmarking purposes, interpreting tech-

nology balance of payments measures is not straight-

forward. A negative figure does not necessarily mean a 

low level of competitiveness. In some cases, it could 

result from increased imports of foreign technology. In 

other cases, it may mean declining exports. Likewise, a 

positive balance could indicate a high degree of techno-

logical autonomy, a low level of technology imports or 

a lack of capacity to assimilate foreign technologies.5

Although Canada ranks second to the U.S. on venture 
capital investment as a percentage of GDP, our invest-
ments are typically one-third the size of U.S. investments.

To address these issues, we have modified the standard 

measure by adding exports to imports and called the indi-

cator “technology exchange.” This allows us to assess 

the overall exchange of technology taking place within 

a country and serves as a measure of the diffusion of 

knowledge through technology transfer. Canada receives 

a “D” grade on this measure of the flow of knowledge 

assets; Switzerland and Belgium both earn “A”s.

TRANSFORMATION OF KNOWLEDGE

Transformation is central to the innovation system. It is 

also at the heart of the value creation process. The number 

of innovative products (new or significantly improved 

goods or services) in the market and under development 

is one of the most potent indicators of transformation 

performance and activity. Unfortunately, there are no 

indicators that measure transformation activities on the 

international front in a satisfactory manner. However, 

there is a perception that Canada ranks poorly among 

5 OECD, Science, Technology and Industry Scoreboard 2003, p. 154.

OECD countries and that many of our good ideas lit-

erally “go south,” providing entrepreneurs in the U.S. 

with profitable opportunities. 

The transformation of knowledge into new or signifi-

cantly improved products typically requires substantial 

investments of time and capital. Although venture capital 

is not the only source of capital for innovative firms,6 ven-

ture capital is a popular source of funding for innovative 

firms in seed, start-up and expansion stages of growth. 

(See box “Three Basic Venture Financing Stages.”) 

Venture capital investment intensity (as measured by 

venture capital investment as a percentage of GDP), 

therefore, can be used as a proxy for the intensity of 

transformative and start-up activities within the country. 

VENTURE CAPITAL INVESTMENT AS A PERCENTAGE 
OF GDP
The U.S. and Canada earn top grades on this indicator, 

with venture capital investments representing 0.38 per 

cent and 0.29 per cent of GDP, respectively. It is import-

ant to note that although we rank second to the U.S., 

venture capital investments in Canada are typically one-

third the size of U.S. investments. Without adequate 

funding, new companies will find it challenging to trans-

form their knowledge into new products or services and 

6 Many countries use other sources of risk capital—for example, 
businesses in Japan and Korea tend to rely on traditional debt 
mechanisms.

Seed capital is provided to research, assess and develop 
an initial concept.
Start-up financing is provided for product development 
and initial marketing. Companies may be being set up 
or may have been in business for a short time, but have 
not yet sold their product commercially.
Expansion financing is provided for the growth and 
expansion of a company that is breaking even or trad-
ing profitably. Capital may be used to finance increased 
production capacity, market or product development 
and (or) to provide additional working capital.

Source: OECD, Science, Technology and Industry Scoreboard 
2005, p. 42.

1.

2.

3.

Three Basic Venture Financing Stages
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to compete in the global marketplace. There is a consen-

sus among the risk capital community that deal size 

is indeed a differentiator. Indeed, a Canadian company 

may need more risk capital to help it become competi-

tive in global markets than a U.S. company does. 

High-technology firms (such as those involved in com-

munications, health and biotechnology, and information 

technology) in most, but not all, comparator countries 

attract the largest share of venture capital investments. 

High-technology firms in Ireland, Canada and the U.S. 

attract more than 75 per cent of their country’s venture 

capital investments. By comparison, high-technology 

firms in the Netherlands attract only 30 per cent of their 

respective country’s total venture capital investments.

When we compare the proportion of investments dir-

ected toward early-stage financing with those directed 

toward expansion financing, Canada is the only country 

that spends a larger percentage of GDP on early-stage 

financing. (See Chart 4.) In the U.S., the U.K. and the 

Netherlands, expansion financing takes up the larger 

percentage of GDP. This is another indication that 

Canada is weak in the transformation of technology.

USE OF KNOWLEDGE

It is through the commercial use of knowledge—the 

sale or implementation of new goods or services—that 

economic or social value is realized. Research suggests 

that Canada is experiencing barriers to maximizing return 

on its innovation investments. “There is reason for con-

cern . . . in that a full half of Canadian innovations may 

not fully benefit the Canadian economy, either because 

they are done by individuals that may have a hard time 

commercializing them, or because they are owned by 

foreign assignees.”7

Use of knowledge is an essential component of innova-

tion, but it is also the most difficult to measure or bench-

mark. The single most robust measure of innovation 

performance is the share of revenue from new or sig-

nificantly improved goods or services. A groundbreak-

ing study by Pierre Mohnen (University Maastricht) 

and Pierre Therrien (Industry Canada) calculated this 

measure for Canada and four European countries—

France, Germany, Ireland and Spain. The percentage of 

firms in the four European countries deriving more than 

one-quarter of their revenue from innovative products 

and services is substantially higher than the percentage 

of firms in Canada.8 

7 Trajtenberg, “Is Canada Missing the ‘Technology Boat?” p. 25.

8 Mohnen and Therrien, “Comparing the Innovation Performance 
of Manufacturing Firms,” p. 325.

Chart 4
Venture Capital Investment as a Percentage of GDP, 2000–03*
(per cent)

*1998–2001 for Australia and Japan.
Source: OECD.
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Since data for the share of revenue from innovative 

products and services are only available for five of the 

17 comparator countries, we did not use this indicator. 

Instead, we used three other indicators to compare coun-

tries on their use of knowledge: the nature of their com-

petitive advantage; the share of total gross value added 

produced by high- and medium-high technology manu-

facturers; and the share of total gross value added by 

knowledge-intensive market services.

NATURE OF COMPETITIVE ADVANTAGE
The World Economic Forum (WEF) asked more than 

11,000 business leaders from across 125 nations to rate 

the basis of the competitiveness of their country’s com-

panies in international markets, using a scale of 1 to 7. 

A rating of “1” indicates that the country’s competitive 

advantage is due to low cost or local natural resources. 

A rating of “7” indicates that the country’s competitive 

advantage is due to unique products and processes.

We used the results of the WEF survey to rate and rank 

the comparator group countries. Canada receives a “D” 

grade on this indicator. Our score put us in 16th place—

with business leaders in Canada giving Canada a “4.” 

Business leaders in Germany, Switzerland, Japan and 

Denmark rated their respective countries at “6” or above. 

A competitive advantage based solely on low costs or 

local natural resources is not sustainable for Canada. 

Emerging economies such as Brazil, Russia, India and 

China are using their low labour and natural resources 

costs to build a competitive advantage. The imperative 

for Canada is to diversify its economy to include a higher 

proportion of higher value-added products and services. 

SHARE OF TOTAL GROSS VALUE ADDED PRODUCED 
BY HIGH- AND MEDIUM-HIGH TECHNOLOGY 
MANUFACTURERS
All sectors commercialize and use knowledge to some 

extent, but some do so more intensively than others.9 

To gauge knowledge use intensity, we selected two 

indicators—one reflecting the direct commercial use of 

knowledge, the other the more indirect use of knowledge 

9 OECD, Science, Technology and Industry Scoreboard 2005, p. 166.

to provide services. The first measures the share of total 

gross value added produced by high- and medium-high 

technology manufacturing industries—that is, the leading 

“commercializers” of knowledge.

High- and medium-high technology manufacturing account 

for an average of 8.1 per cent of total gross value added 

for the 17-country comparator group. Canada receives a 

“D” on this indicator, with 6.4 per cent of Canada’s total 

gross value added generated by high- and medium-high 

technology manufacturing. The majority of Canada’s total 

gross value added in this sector is derived from medium-

high technology manufacturing. 

A competitive advantage based solely on low costs or 
local natural resources is not sustainable for Canada.

Ireland is significantly above the 17-country average on 

this indicator (with 21 per cent of total gross value added 

generated by high- and medium-high technology manu-

facturing) and is the only country with an “A.” High- and 

medium-high technology manufacturing of information 

and communications technology (ICT) goods and health-

related products continues to be a significant source of 

economic growth for Ireland. 

SHARE OF TOTAL GROSS VALUE ADDED BY 
KNOWLEDGE-INTENSIVE “MARKET” SERVICES
The second indicator used to gauge the intensity of 

knowledge measures the share of total gross value added 

produced by knowledge-intensive services industries—

that is, those services industries that are leading users of 

knowledge.10

Knowledge-intensive services industries include tele-

communications, finance and insurance, and business 

services sectors. Knowledge-intensive market services 

account for an average of 18.9 per cent of total value 

added for the comparator group countries. Canada ranks 

slightly below average on this indicator (at 17.4 per cent) 

and scores a “C.”

10 The OECD considers three services industries to be “knowledge-
intensive”: Post and telecommunications; Finance and insurance; 
and Business activities (not including real estate). Ibid., p. 166. 
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Knowledge-based services in OECD comparator countries 

have experienced steady growth over the past decade. 

Knowledge-intensive services industries now make up 

more than 20 per cent of gross value added in Switzerland, 

the U.S., the U.K., Australia, the Netherlands, France, 

Belgium and Germany.

For the most part, business services account for the larg-

est proportion of knowledge-intensive services in OECD 

comparator countries. However, in both Switzerland and 

Canada the financial and insurance sectors account for a 

relatively larger share of knowledge-intensive services. 

In Canada, the finance and insurance sector and busi-

ness services sector each contribute equally to Canada’s 

total gross value added. 

POLICY ENVIRONMENT

RATE OF TAX SUBSIDIES FOR US$1 OF R&D—
LARGE FIRMS AND SMEs
In most OECD countries, tax subsidies for R&D are 

used to stimulate business expenditures in R&D (BERD). 

Along with Norway and Japan, Canada maintains a 

“leading” position on its tax subsidy rate. (See Table 4.) 

Our subsidies are in the order of 32 per cent for small 

and medium-sized enterprises (SMEs) and 18 per cent 

for large firms. 

Yet, despite these generous tax subsidies, Canada’s BERD 

is low. In the most innovative countries—Switzerland, 

Sweden, Finland and Germany—R&D fiscal incentives 

Table 4 
Innovation Policy Indicators Report Card

Rate of tax subsidies 
for US$1 of R&D,

large firms

Rate of tax subsidies 
for US$1 of R&D,

SMEs
Relocation threats 
of R&D facilities

Government procurement 
of advanced technology 

products

Australia in the pack trailing in the pack in the pack

Austria in the pack trailing leading in the pack

Belgium trailing trailing trailing trailing

Canada leading leading in the pack in the pack

Denmark leading in the pack leading leading

Finland trailing trailing leading leading

France leading in the pack trailing leading

Germany trailing trailing trailing leading

Ireland trailing trailing in the pack in the pack

Italy trailing leading trailing trailing

Japan leading in the pack leading leading

Netherlands trailing trailing trailing leading

Norway leading in the pack in the pack in the pack

Sweden trailing trailing trailing leading

Switzerland trailing trailing trailing leading

United Kingdom in the pack trailing trailing in the pack

United States in the pack trailing in the pack leading

Source: The Conference Board of Canada.
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are virtually nil. What will it take to boost business-

sector R&D in Canada? The answer is not clear. More 

study is required to determine what causal factors may 

be at play.

RELOCATION THREATS OF R&D FACILITIES
Establishing R&D facilities within a country boosts 

its capacity for innovation. However, other country-

specific factors—such as taxes, regulations, investment 

incentives, and the quality of the workforce—affect, 

and sometimes threaten, business R&D investment. 

When asked whether the relocation of R&D facilities 

was a threat to the future of the economy, Canadian 

business leaders’ responses put Canada “in the pack” 

on this indicator. Denmark, Finland, Japan and Austria 

all provide less risky environments.

The rationale for the ranking are multiple and complex. 

As shown in Chapter 7, Canada has a reasonably skilled 

workforce. However, many see our tax and regulatory 

environment as less competitive than the environments 

offered by other countries.

GOVERNMENT PROCUREMENT OF ADVANCED 
TECHNOLOGY PRODUCTS
Canada falls “in the pack” on this indicator, based on 

qualitative assessments by domestic business leaders. 

Many large economies earn “leading” designations, 

including Japan, Germany and the U.S. 

Some countries—such as Finland, Japan, Ireland and 

South Korea—have developed successful national strat-

egies for boosting innovation by focusing on specific 

areas of expertise. In each area, the national strategy 

might include attracting FDI, attracting and developing 

a skilled workforce, providing public funding for R&D 

and developing the necessary infrastructure.

CONCLUSION

Innovation is fundamental to Canada’s productivity and 

competitiveness. Technology and innovation can also 

boost performance in health (by providing information 

systems), education (by expanding e-learning technol-

ogies) and the environment (by developing energy effi-

ciency technologies).

Canada’s ranking in the Innovation domain reveals under-
lying deficiencies; we are not keeping up with other coun-
tries on the commercialization of knowledge.

In the Innovation domain, Canada places a lowly 14th—

fourth to last among the 17 countries in our comparator 

group. Not only does Canada lag on the basic input 

indicators—such as investments in R&D, training and 

development, and machinery and equipment—but we also 

produce relatively fewer graduates in science, engineer-

ing and trades. Without increased private and public 

investments in these most basic areas, Canada will find 

it difficult to make significant improvements in innova-

tion performance. 

Although our policy environment seems robust, our out-

put indicators reveal underlying deficiencies. We are not 

keeping up with other countries on the commercializa-

tion of knowledge. As a result, the contribution of high-

end technology products and services to our economy 

lags behind that in other developed nations—and limits 

our competitive advantage.

Due to data limitations across comparator countries, 

our chosen indicators tell only part of the total story. 

Anecdotal evidence suggests that Canadians are not 

fully exploiting available opportunities for commercial-

ization because of a limited ability (or inclination) to 

be entrepreneurial and to take risks. We can ill afford 

to wait for a “burning platform” in order to harness our 

innovative capabilities. 
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The Conference Board proposes that Canada develop a 

national vision and strategy to help drive more innova-

tive behaviour. (See box “Picking a Path to Prosperity.”) 

Rather than dispersing investments broadly, this strategy 

would focus our commercialization efforts on select 

technology applications where we can build and main-

tain a globally competitive advantage.11 This “picking 

paths” approach is a national strategy deployed success-

fully by countries such as Finland, Japan, Ireland and 

South Korea. 

11 To this end, the Conference Board has developed a two-year 
Leaders’ Panel on Innovation-Based Commerce (LPIC) that will 
propose national paths and priorities to help concentrate the 
innovation-related investments of Canadian businesses, govern-
ments and academic institutions.

In July 2004, the Conference Board convened the Leaders’ Roundtable 
on Commercialization. Over a two-year period, 50 Canadian business 
and policy leaders worked hard to develop the following vision and 
strategy for innovation and commerce in Canada.

The Vision 
By 2015, one-half of all sales by Canadian businesses will come 
from new or significantly improved goods or services. As a result, 
our economy and society will be more prosperous, sustainable, pro-
ductive and globally competitive. These changes will be driven by a 
powerful knowledge base, a new “culture of commerce,” and global-
best goods or services in niche markets. We will have invested heavily 
in a highly skilled workforce, new machinery and equipment, risk 
capital programs and collaborative innovation networks.

The Strategy 
Six broad priorities will help realize the vision:

Establish priority areas in which Canada will be global best.
Increase corporate investment in strategic training and recruitment.
Increase corporate investment in research, development and 
innovation.
Increase international and domestic risk capital investment in 
Canada and focus on bigger deals.
Expand innovation in industrial supply chains.
Institute an independent national advisory group in innovation-

based commerce.

Source: The Conference Board of Canada.

1.
2.
3.

4.

5.
6.

Picking a Path to Prosperity





HIGHLIGHTS

Canada earns a “D” grade 

in the Environment domain, 

with a 14th-place ranking 

out of 17 countries.

Our overall ranking is 

pulled down by our high 

levels of carbon dioxide 

emissions (per capita and 

as a share of GDP)—only 

Australia and the U.S. 

have higher levels—and 

waste generation.

•

•

Canada does well on 

individual environmental 

indicators—such as air 

quality, water quality 

and biodiversity—due to 

our large land mass and 

low population density. 

However, these national-

level indicators tend to 

mask local and regional 

hot spots with poor 

environmental quality. 

• Canada could become a 

clean energy superpower 

and reconcile being an 

important net exporter of 

energy with a low-carbon-

emitting economy. Market 

mechanisms for reducing 

GHG emissions, such as 

cap and trade systems, 

can form an effective part 

of the policy mix neces-

sary to achieve this status.

•

6 �

�

�

�



INTRODUCTION

Quality is the key to benchmarking Canada’s 

environmental performance against the per-

formance of other countries—the quality of 

the rivers and lakes in which we swim and fish, and 

the quality of the air that we endure on those hot and 

muggy summer days. The extensive levels of pollution 

that we discharge reduce environmental quality. The 

parks that our governments set aside and the limits they 

establish for discharges to the environment improve 

environmental quality. Hence, the quality of the environ-

ment is the central measure we use to benchmark per-

formance. 

Canada ranks 14th out of 17 countries and scores a “D” 

grade in the Environment domain. (See Table 1.) Our 

overall ranking is pulled down by our high level of 

carbon dioxide (CO2) emissions and waste generation. 

Our CO2 emission levels are among the highest of the 

countries benchmarked, with only Australia and the 

United States having higher CO2 emission levels per 

capita and per dollar of GDP. 

Eight output indicators are used to assess performance 

across five dimensions: Air, Water, Biodiversity, Land 

and Climate Change. (See Table 2.) For the first three 

dimensions, we used measured environmental conditions 

as quality indicators. Finding adequate and comparable 

measures for the last two dimensions—Land and Climate 

Change—posed a significant challenge. It is not possible 

to obtain a reasonable national index of the land and 

Environment
Poor Grades on Climate Change 
and Waste Generation

CHAPTER 6

Table 1
Environment Domain Report Card

Rank Country Grade

1 Sweden �

2 Finland �

3 Norway �

4 Switzerland �

5 Italy �

6 Austria �

7 France �

8 United Kingdom �

9 Denmark �

10 Japan �

11 Ireland �

12 Germany �

13 Netherlands �

14 Canada �

15 Belgium �

16 Australia �

17 United States �

Source: The Conference Board of Canada.
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water effects of waste generation, nor is it feasible to 

have a national indicator of the effects of global climate 

change. Therefore, we used proxy indicators for national 

performances on both land quality and climate change. 

(See box “Using Proxy Indicators.”)

Canada scores well in three of the five dimensions of our 

environmental framework. (See Table 3.) Land and cli-

mate change are the only dimensions in which Canada 

scores poorly. 

Table 2
Environment Indicators

Indicators Air Water Biodiversity Land: solid waste Climate change

Output Urban sulphur dioxide 
concentration
Urban nitrogen dioxide 
concentration

�

�

Freshwater phos-
phorus concentration

� Threatened species
Forest cover change

�
�

Proxy: Municipal 
waste generated 
per capita

� Proxy: Carbon 
dioxide emissions 
per capita
Proxy: Carbon 
dioxide emissions 
per unit of GDP

�

�

Input Sulphur dioxide 
emissions per 
populated area
Nitrogen dioxide 
emissions per 
populated area
Volatile organic com-
pounds emissions 
per populated area

�

�

�

Fertilizer consumption
Industrial organic 
pollutants
Water withdrawals
Per cent of popula-
tion not served by 
secondary or tertiary 
waste treatment

�
�

�
�

Percentage of total 
land area under pro-
tected status
Intensity of use of 
forest resources

�

�

Municipal waste 
generated per capita

� Carbon dioxide 
emissions per capita
Carbon dioxide 
emissions per unit 
of GDP

�

�

Policy Stringency of environmental regulations
Clarity and stability of environmental regulations
Energy taxes as a percentage of GDP
Waste recycling rate

�
�
�
�

Source: The Conference Board of Canada.

This year’s benchmarking methodology ranks only the indicators that 
can be quantified as environmental outputs. These output indicators 
correspond to what the OECD calls state indicators in its well-known 
State–Pressure–Response framework. (See Chapter 2.) The OECD sys-
tem quantifies pressures on the environment (such as pollution and 
resource use) that have an impact on the state of the environment. It 
then gauges governmental, industrial and other policy responses to 
environmental pressures that lead to improvements in the subsequent 
state of the environment. Under this framework, the state of the environ-
ment forms the basis for policy actions that will result in changes in the 
pressures upon the environment.

Source: The Conference Board of Canada.

Land quality and climate change are important issues, but the national 
state indicators for these two dimensions are problematic. The only 
way to achieve an accurate state indicator for land quality would be 
to develop a comprehensive quantitative assessment of the impact 
of waste disposal practices on the quality of the land in each nation 
surveyed. This type of output indicator is not available, so we used the 
pressure (or input) indicator of waste generation per capita as a proxy.

Meanwhile, the climate effects of GHG emissions are global in nature 
and impossible to measure on a country-by-country basis. However, we 
decided that it was important to include measures that would allow us 
to compare national contributions to climate change. We therefore used 
CO2 emissions per capita and CO2 emissions relative to GDP as proxies 
for national performance on climate change. 

Using Proxy Indicators
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Chart 1 provides a snapshot of Canada’s environmental 

performance on the eight output indicators relative to 

the best performing country and the 17-country average. 

Chart 1 has eight axes—one for each indicator—that 

radiate out from the centre. A score of 0 represents the 

worst performance and a score of 100 represents the 

best performance. Canada is the top performer on two 

indicators—freshwater phosphorus concentration and 

biodiversity—and the worst performer on municipal 

waste generation. The diagram in Chart 1 provides a 

powerful visual image of Canada’s performance in the 

Environment domain.

CAVEATS
Environmental benchmarks must be interpreted carefully. 

For example, Canada’s vast geography, significant resource 

endowment and low population density create a positive 

bias on measures of biodiversity because a large share 

of Canada’s territory is undeveloped. However, our small 

population and high level of natural resource exports 

create a negative bias in terms of CO2 emissions and 

our contribution to climate change.

Policy-makers need to be cautious when interpreting 

Canada’s relative environmental performance. First, 

intrinsic differences that directly affect the final rankings 

must be considered. For example, although the percent-

age of total land area protected by government action is 

relatively low, large tracts of Canada remain protected by 

their remoteness. Second, a high ranking is not an excuse 

for complacency, particularly where the measure has a 

positive bias. Canada’s excellent performance in water 

quality, for example, masks significant regional and 

local problems that show up only in disaggregated data. 

Although Canada rates a “B” for air quality, policy-makers 
still need to address high levels of air pollution in several 
major Canadian urban regions.

AIR QUALITY

Urban air quality is a major concern in both developed 

and developing countries. Poor air quality has a nega-

tive impact on health and quality of life. The air quality 

indicators—urban sulphur dioxide (USO2) and urban 

nitrogen dioxide (UNO2) concentrations—are population-

weighted to reflect health exposure.1 (See charts 2 and 3.) 

Although Canada scores relatively well on both indicators 

and rates a “B” for air quality, policy-makers still need 

to address high levels of air pollution in major Canadian 

urban regions such as Vancouver, Toronto, Montréal and 

Saint John. Public policies—such as those that target 

reductions in the sulphur content of the transportation 

and industrial fuels used in urban centres or those that 

reduce traffic congestion—can help to improve air qual-

ity. Policy-makers must be judicious, however, because 

there are many Canadian cities that enjoy very good air 

quality. Overall, policies must be targeted to the urban 

problem areas.

1 The data for each city were weighted by that city’s population in 
order to construct a national average.

Chart 1
Environment Domain: Canada Relative to the 17-Country Average and 
the Best Performing Country for Each Indicator
(normalized data*)

*The normalization formula converts the data into a number from 0 (worst) to 100 
(best), even in cases where a higher value for the original indicator data indicates a 
poor performance (e.g., carbon dioxide emissions). 
Source: The Conference Board of Canada.

Urban sulphur dioxide concentration

Urban nitrogen dioxide 
concentration

Freshwater 
phosphorus 
concentration

Threatened species

Forest cover change

Municipal waste 
generated per capita

Carbon dioxide 
emissions 
per capita

Carbon dioxide 
emissions per     
unit of GDP         

Canada 17-country average

100

80
90

70
60
50
40
30
20
10
0



The Conference Board of Canada | 71

Air quality in our cities is affected by human activities—

such as use of cars and trucks, coal-fired electricity 

generation, oil refining and chemical manufacturing—

that produce sulphur dioxide (SO2), nitrogen dioxide 

(NO2) and volatile organic carbon (VOC) emissions and 

pollute the air. Canada’s SO2 emissions are relatively 

high, due—in part—to a large sulphide metal smelting 

industry and urban transportation congestion problems. 

Urban combustion sources discharge NO2, which com-

bines with VOC emissions, resulting in smog and 

ground-level ozone. Canada has the second highest 

level, after Australia, of VOC emissions.

WATER QUALITY

Canadians have always been proud and protective of 

their vast water endowment and will be pleased that we 

score high—an “A”—on the water dimension, based on 

our relatively low freshwater phosphorus concentration 

levels. (See Chart 4.) Phosphorus is an important nutri-

ent in fresh water, but high concentrations can lead to 

eutrophication—a natural process whereby an excess 

of nutrients overstimulates plant growth and chokes off 

oxygen supplies, making the water unusable. Fertilizer 

runoff from agricultural operations and poorly treated 

municipal waste are common sources of phosphorus 

in our waters.

Chart 2
Urban Sulphur Dioxide Concentration, 2004 or Most Recent Year
(micrograms per cubic metre, population-weighted)

Sources: The Conference Board of Canada; Yale Center for Environmental Law and Policy.
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Chart 3
Urban Nitrogen Dioxide Concentration, 2004 or Most Recent Year
(micrograms per cubic metre, population-weighted)

Sources: The Conference Board of Canada; Yale Center for Environmental Law and Policy.
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Our high score on this indicator reflects low overall 

fertilizer use, the high percentage of Canadian cities 

using secondary water treatment facilities and an abun-

dance of water bodies that are remote and relatively 

unaffected by human development. However, hot spots 

for eutrophication have been noted in Lake Winnipeg 

and other smaller lakes, and our high score is irrelevant 

to the people who depend on these lakes for their water. 

Canada’s “D” on the amount of municipal waste gener-
ated per capita will not surprise anyone in the waste 
management and environmental communities.

Untreated sewage discharged into fresh water also 

has a profound impact on water quality. Most major 

Canadian municipalities that discharge into fresh water 

have waste-water treatment systems that reduce the pol-

lution to acceptable levels. In addition, about 30 per cent 

of Canada’s population lives in areas that use advanced 

treatment systems to remove phosphorus prior to dis-

charge. However, municipalities with the option of 

discharging sewage into the ocean have often opted for 

minimal treatment or none at all. This practice is begin-

ning to change; many coastal cities—including Halifax 

and St. John’s—have begun to install waste-water treat-

ment systems.

LAND: SOLID WASTE

In our “throwaway society” it is difficult to ignore the 

impact of solid waste on the quality of the environment. 

Unfortunately, there is no way to measure this impact 

at national levels. Therefore, we used the amount of 

municipal waste generated per capita as a proxy meas-

ure. Canada rates a “D” on this indicator. (See Chart 5.) 

This will not surprise anyone in the waste management 

and environmental communities because Canadians are 

noted for being prodigious waste generators.

On the positive side, Canadians and their governments 

have been active in waste reduction and management and 

have actively embraced recycling programs, particularly 

in larger municipalities. Statistics Canada reports that 

23.7 per cent, or 246 kg per capita, was diverted via 

recycling programs in 2004, up from 21.6 per cent in 

2002.2 On a nationwide basis, this illustrates a robust 

policy response to the challenge of waste disposal.

Canada’s recycling effort—a policy indicator—is large 

compared with the effort of comparator countries, earning 

Canada a “leading” designation. (See Table 4.) However, 

not every area of Canada has extensive recycling pro-

grams or facilities, and there are many oppor tunities to 

increase the amount of waste diverted from disposal. 

2 Statistics Canada. Waste Management Industry Survey. 

Chart 4
Freshwater Phosphorus Concentration, 2003 or Most Recent Year
(milligrams per litre water)

Sources: The Conference Board of Canada; Yale Center for Environmental Law and Policy.
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Chart 5
Municipal Waste Per Capita
(kilograms per capita)

Sources: The Conference Board of Canada; OECD.
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Table 4
Environment Policy Indicators Report Card

Country
Stringency of 

environmental regulations
Clarity and stability of 

environmental regulations
Energy taxes as a 
percentage of GDP Waste recycling rate

Australia in the pack in the pack in the pack leading

Austria leading in the pack in the pack leading

Belgium in the pack in the pack in the pack leading

Canada in the pack in the pack trailing leading

Denmark leading leading leading leading

Finland leading leading in the pack leading

France in the pack in the pack in the pack leading

Germany leading leading leading leading

Ireland in the pack trailing trailing leading

Italy trailing trailing leading in the pack

Japan in the pack in the pack trailing in the pack

Netherlands leading in the pack in the pack in the pack

Norway leading leading in the pack trailing

Sweden leading in the pack leading trailing

Switzerland leading leading trailing trailing

United Kingdom in the pack in the pack leading trailing

United States trailing in the pack trailing trailing

Source: The Conference Board of Canada.
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Typically, in provinces where landfill space around 

urban areas is not constrained, recycling occurs at a 

lower rate than in areas where new landfill sites are 

hard to find.

BIODIVERSITY

Canada does well at protecting biodiversity. One of the 

two biodiversity indicators is threatened bird, mammal 

and plant species as a percentage of total known species 

in the country. Canada scores an “A” on this indicator. 

Canada’s vast uninhabited forests, wetlands and tundra 

regions support a wide range of plant and animal life 

and will continue to be protected by sheer remoteness. 

However, the quest for natural resources is increasing in 

intensity, and developers are looking farther afield for 

opportunities. Going forward, Canada’s relatively low 

percentage of protected areas may become an issue in 

maintaining its high score for threatened species.

Our vast forest is also a source of pride and profit. Canada 

rates only a “B” on the forest cover change indicator, 

which measures the percentage gain or decline in forest 

cover from 1990 to 2000. Ireland, the United Kingdom, 

France and Norway expanded their forest coverage, and 

earn “A”s. Canada’s “B” level reflects its ability to main-

tain (but not increase) its forest cover; it does perform 

better than Australia and Belgium, both of which lost 

forest cover from 1990 to 2000. 

The fact that Canada’s forest land inventory has remained 

constant since 1990 indicates that land use within the 

forest is not changing. Canada’s ability to maintain its 

forest cover—despite having the most extensive forestry 

harvests of its peer group—is largely because of the exten-

sive licensing system that oversees the forest industry 

and the industry’s own efforts to ensure good practices 

through forest certification. Our stable forest land inven-

tory also bodes well for habitat preservation, as long as 

forestry policy ensures the protection of wildlife.

Canada’s Achilles heel is climate change; we receive 
“D”s on both indicators in this dimension. 

While aggregate numbers indicate healthy biodiversity, 

the impact of urban sprawl and agricultural land and 

forest use on wildlife habitat needs to be monitored at a 

regional level. Protective measures and policy vigilance 

will be particularly important in places where specific 

species are threatened.

CLIMATE CHANGE

Canada’s Achilles heel is climate change; we receive 

“D”s on both indicators in this dimension. These poor 

ratings are the main reason for our 14th-place finish in 

the Environment domain. We are among the highest 

emitters of CO2 per capita and per dollar of GDP in the 

Chart 6
Carbon Dioxide Emissions Per Capita, 2001 or Most Recent Year
(tonnes per capita)

Note: No country received a “C” grade.
Sources: The Conference Board of Canada; Yale Center for Environmental Law and Policy.

Swede
n

Switze
rla

nd
Fra

nce Ital
y

Aust
ria

Norw
ay

U.K.
Jap

an

Denm
ark

Germ
any

Neth
erl

and
s

Ire
lan

d

Belg
ium

Fin
lan

d

Can
ad

a

Aust
ral

ia
U.S.

0
5

10
15
20
25

“A” Grade “B” Grade “C” Grade “D” Grade



The Conference Board of Canada | 75

comparator group. (See charts 6 and 7.) These scores 

reflect in part our cold climate (high heating needs), 

resource-based economy (intense energy use) and vast 

geography (long transportation distances). Most of our 

mining, forest and oil sands products are exported to 

other countries—which receive implicit CO2 benefits 

from the highly CO2-intensive production in Canada. 

Since signing the Kyoto Protocol in 1997, Canada has 

produced three plans to reduce GHG emissions, one bill 

in the House of Commons, and a 27 per cent increase 

in GHG emissions. This has become a major political 

and social issue in Canada and around the world. Ten 

years after signing the Kyoto Protocol, Canada’s ultim-

ate policy on GHG reductions is still in the formative 

stages, as successive governments struggle to reconcile 

Canada’s economic interest in developing our extensive 

energy resources with the need to address GHG emissions.

Although Canada’s discharge represents only 2 per cent 

of worldwide GHG emissions, there is significant room 

for improvement through increased energy efficiency and 

the use of lower emitting technologies. With the right 

types of policies, Canada could become a clean energy 

superpower and reconcile being an important net exporter 

of energy with a low-carbon-emitting economy. (See box 

“Can Canada Become a Clean Energy Superpower?”)

BROAD POLICY RESPONSES

Governments can implement two broad policy measures 

to change behaviour and protect the environment: regu-

lation and taxation. 

With the right types of policies, Canada could become a 
clean energy superpower and reconcile being an important 
net exporter of energy with a low-carbon-emitting economy. 

REGULATION
Environmental problems tend to be local or international 

in scope. The regulatory structures of different countries 

are crafted to address these local and global environ-

mental issues at an acceptable political and economic 

cost. Where Canada finds itself with an undesirable 

rating, it can look to other countries to identify prac-

tices that apply to Canada’s environmental, social and 

economic circumstances. 

On the indicator that measures the stringency of environ-

mental regulations, Canada ranks “in the pack.” (See 

Table 4.) Given our relatively good performance on 

indicators for air, water and biodiversity, this may signal 

that policies are, in general, properly attuned to needs 

Chart 7
Carbon Dioxide Emissions Per Unit of GDP, 2001 or Most Recent Year
(tonnes per $ million GDP)

Sources: The Conference Board of Canada; United Nations.
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in these areas. But there are local hot spots (such as 

poor air quality in some major cities) and larger con-

cerns (such as waste generation and climate change) 

that need to be addressed by measures such as more 

stringent regulations. 

Clear regulatory requirements allow companies and 

individuals to implement environmental policies effi-

ciently. Our performance on the clarity of environmental 

regulations is another “in the pack” rating, which may 

indicate a need to review these measures and clarify 

their requirements. (See Table 4.) Canadian companies, 

industry associations and environmental groups have 

noted that Canada’s environmental legislation and 

regulations are not sufficiently clear or aligned, cor-

roborating the results of our ratings.

Canada’s rating on the clarity of environmental regulations 
is “in the pack,” which may indicate a need to review 
these measures and clarify their requirements.

This lack of clarity may stem from the fact that both the 

provincial and the federal governments are involved in 

establishing and monitoring environmental regulations. 

For example, both provincial and federal governments can 

have effluent discharge limits for a particular industry, 

or there can be an overlap in the environmental assess-

ment requirements that apply to an industrial project. 

Although provincial and federal governments have 

attempted to deal with these issues by entering into 

harmonization and equivalency agreements, there are 

still concerns and continuing calls for more clarity.

In addition, different agencies or departments can be 

involved in regulatory processes, increasing the number 

of contacts required to gain project approval or acquire 

information. For example, when federal environmental 

reviews are required for energy projects under the 

Canadian Environmental Assessment Act, there is over-

lap between the duties of the Canadian Environmental 

Canada is an energy superpower; our future superpower status will 
be based largely on our continued development of the oil sands. 
To elevate our status to “clean” energy superpower, we will have to 
reduce the environmental consequences of oil sands development. 
Although total oil sands production is increasing, the share coming 
from surface mining is decreasing. This decrease will contribute to 
a reduction in land impacts, water demands, fuel consumption and 
carbon intensity. Nevertheless, increased production will result in 
a total increase in emissions, unless we make commercial use of 
carbon capture and sequestration (CCS) technologies.

CCS is a process that involves capturing CO2 emissions and storing 
them instead of releasing them into the atmosphere. The technology 
for capturing CO2 is already commercially available and there are a 
number of CCS pilot projects around the world. In Weyburn, 
Saskatchewan, CO2 from a gasification plant in North Dakota is piped 
in and injected into a partially depleted oilfield. In addition to keeping 
the CO2 out of the atmosphere, the injected CO2 forces more oil to 
the surface and enhances extraction.1 In West Texas, approximately 
3,000 km of pipeline transports captured CO2 to old oil reservoirs to 
enhance oil recovery. The FutureGen pilot project in the U.S. is build-
ing a zero-emission coal-fired power plant using CCS. The technol-
ogy exists; it is a question of economics.

The Pembina Institute estimates that the cost of capturing and 
sequestering carbon emissions ranges from less than $2 to as much 
as $15.50 per barrel of oil sands production—from between 5 and 
45 per cent of the current price.2 Under today’s conditions, the lower 
end of the range is economically feasible, but the higher range will 
not be attractive to businesses unless new government policies are 
implemented.

The recent Government of Alberta initiative placing a surcharge of 
$15 per tonne of carbon (representing $0.45 per barrel) is likely too 
weak a deterrent to encourage CCS projects. Stronger measures will 
be required, including government funding for R&D, financial support 
for carbon sequestration infrastructure, stricter regulations on air 
emissions and (or) higher surcharges on carbon emissions.

It is the combination of policy and technology that will help Canada 
become a “clean” energy superpower.

1 Natural Resources Canada, “Backgrounder: Carbon Dioxide Capture 
and Storage.” 

2 Matthew McCulloch et al., Carbon Neutral 2020, p. 7.

Sources: The Conference Board of Canada; Natural Resources Canada; 
The Pembina Institute.

Can Canada Become a Clean Energy Superpower?
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Assessment Agency (CEAA) and the National Energy 

Board (NEB). For the Sable Offshore Energy Project 

and Maritimes Northeast Pipeline, the CEAA and NEB 

established a joint review process and dealt with the 

application in a relatively expeditious manner. In other 

cases, such as the Mackenzie Valley Pipeline Project, the 

initial task of defining the terms of reference for a joint 

review has required protracted negotiations, and has been 

costly in time and resources for the applicant as well as 

the agencies. Recently, the Canadian Environmental 

Assessment Act has been amended to permit substitu-

tion of NEB environmental reviews for CEAA reviews. 

In these instances, the review powers of one agency are 

effectively delegated to the other and the resulting deci-

sion is accepted by the delegating agency. Where such 

substitutions are made, the duplication of processes can 

be avoided. The Brunswick Pipeline project review is 

the first test of the substitution provisions.

TAXATION
Interest in taxation policy as a tool to address environ-

mental issues is increasing. Taxation policy is designed 

to generate revenues for government operations and to 

influence social and business behaviours. In Canada, 

taxes on energy products provide substantial revenues 

for public coffers.3 Theoretically, taxes on energy prod-

ucts can be raised to discourage use of specific products. 

Both Canada and the U.S. trail other comparator countries 

in percentage of revenues generated from energy taxes. 

(See Table 4.) Denmark, Sweden, Italy and the U.K. have 

“leading” ratings for energy tax revenues, while most 

other European comparators fall “in the pack.” 

The consumption of fossil fuels for energy has a direct 

effect on GHG emissions and hence climate change. 

Energy taxation can be used as a tool to reduce GHG 

emissions by raising the price of fossil fuels. Canada 

is not currently on track to meet its GHG reduction 

commitments under the Kyoto Protocol. Our emissions 

have been growing as a result of a booming economy 

and significant investments in oil sands developments. 

3 For example, in 2004, the federal gasoline tax raised $14 billion in 
revenue. See www.tc.gc.ca/pol/en/Report/anre2005/toc_e.htm.

Increasing energy taxes to decrease energy use may 

represent an opportunity for Canadian GHG policy—

particularly if it is designed as a revenue-neutral measure 

and paired with tax reductions elsewhere. 

Both Canada and the U.S. trail other comparator countries 
in percentage of revenues generated from energy taxes.

The idea of a carbon tax has met with considerable 

opposition in Canada. Energy producers and major con-

sumers have found it more appealing to consider a “cap 

and trade” system for GHG discharges. Under such a 

system, the government sets a limit on emissions—the 

cap. Emissions permits that add up to the total cap are 

issued to emitters, and then can be bought or sold on 

an exchange along with credits from offsetting projects, 

similar to the way stocks or bonds are traded. Cap and 

trade systems thus set legal limits on GHG emissions 

but allow individual companies to find the lowest cost 

methods of achieving the reductions required through 

trades. Cap and trade systems have an indirect effect 

on the price of fossil fuels and are more complex than 

carbon taxes. The European Union has such a system, 

and a voluntary emissions trading system is emerging 

in the United States. Canada does not have a national 

cap and trade system.

CONCLUSION

Canada is a poor overall performer in the Environment 

domain. We rank high in the areas of biodiversity and 

water quality, but these rankings are biased in our favour—

because of our large land mass and low population density. 

However, we continue to expand the reach of our human 

activities, as well as increase the pressure we place on 

the environment in the areas that are more densely popu-

lated. So, even in those areas where we achieve an “A,” 

we need to continue to monitor and support policies that 

limit our environmental footprint. 
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Our high waste generation rate is partly offset by recyc-

ling; however, the overall generation rate remains high 

relative to other countries, leaving us at the bottom of 

the comparator group on that indicator. Our perform-

ance on GHG emissions is also poor, and we have yet 

to find a balance between the economic benefits and the 

environmental costs arising from our reliance on resource 

extraction and exports. 

We must also focus on the story behind the story. Even 

on the air and water quality indicators, where we score 

well, our national indicators mask local and regional 

incidences of environmental degradation that need to be 

addressed. Many of these have already attracted policy 

interventions from provincial and federal governments, 

but we need to remain vigilant to keep on the right path. 

Also, as expansion occurs in increasingly remote areas, 

we will need to be sure that key geographic areas are 

set aside and adequately protected, especially for threat-

ened species. 

Canada’s national economic interest is in continuing to 

extract economic value from its energy resources. Our 

national responsibility is to do so with the lowest level 

of CO2 emissions possible. This represents a significant 

challenge for policy-makers who must reconcile the 

tensions between these two priorities.

Canadians can feel proud of how well they have man-

aged certain parts of the environment—thus far. We are 

a leader in municipal waste recycling; we have an abun-

dance of clean water and generally place a premium 

on keeping it clean; we have maintained our vast forest 

and protected areas for threatened species; and we have 

the potential to become a clean energy superpower. 

However, there are regional hot spots of concern that 

do not show up in national-level benchmarking, and our 

contribution to the global challenge of climate change 

comes close to receiving a failing grade.





HIGHLIGHTS

Canada‘s best grade—an 

“A”—is earned in the 

Education and Skills 

domain, where we place 

third out of 17 countries. 

Canada has an efficient, 

effective and flexible 

education system that 

provides many Canadians 

with a good education 

and the basic-level skills 

they need to enter the 

workforce and achieve a 

substantial measure of 

success. It achieves this 

with relatively modest 

spending inputs compared 

with most other countries.

•

•

However, more than 

7.5 million adult Canadians 

have low basic skills and 

literacy and are not well 

served by public educa-

tion. In addition, our edu-

cation system does not 

stimulate enough students 

to complete post-graduate 

degrees—especially in 

science and technical 

disciplines, which under-

pin innovation—and we 

under-invest in workplace 

training.

• Resources should be dir-

ected to three priorities: 

opening educational insti-

tutions, especially post-

secondary institutions, to 

new Canadians; improv-

ing Canada’s system for 

lifelong learning; and 

creating an environment 

that encourages high-

level thinkers to complete 

advanced degrees and 

contribute to innovation 

inside and outside our 

universities.

•
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INTRODUCTION

For several generations, Canadian society has 

viewed education as the most desirable route 

to earning a decent living and enhancing per-

sonal growth and happiness. Governments have plentiful 

evidence that well-educated citizens are more actively 

engaged in all levels of society; tend to make better 

choices on a range of factors that affect their quality 

of life (e.g., diet, smoking, exercise); and earn a better 

living than the less well-educated.1 Less prominent in 

the mind of the public, but equally well known among 

decision-makers, is the fact that well-educated and 

skilled people make important contributions to business 

innovation, productivity and national economic per-

formance. Education drives success. 

Although technology continues to advance, we are far 

from replacing the central role of people (or what econo-

mists call “human capital”) in our economic and social 

prosperity. Labour income accounts for the lion’s share 

1 See for example: Bloom, Grant and Watt, The Socio-economic 
Benefits of Sport Participation in Canada. The study found that 
active participation in sport was strongly correlated with educa-
tional attainment. The active participation rate for Canadians with 
a university certificate, diploma or degree was 46.7 per cent com-
pared with 16.7 per cent for those with less than secondary school 
education and was more than 10 per cent higher than for those 
with a secondary school diploma. 

of economic income and is the main source of total factor 

productivity growth. In addition, it is well-educated and 

talented individuals who drive the bulk of the innovation 

we count on to create and improve products and services 

and give us the edge needed to compete globally.

A recent multi-country study found that if the national 
average educational attainment level is increased by 
one year, aggregate productivity increases by 5 per 
cent—the equivalent of adding more than $60 billion 
to Canada’s GDP.

There is a direct relationship between investments in 

education, educational attainment and economic growth. 

A recent multi-country study found that if the national 

average educational attainment level is increased by one 

year, aggregate productivity increases by 5 per cent.2 

In today’s economy, this would be the equivalent of 

adding more than $60 billion to Canada’s GDP. Similarly, 

research suggests that a 1 per cent increase in numeracy 

and literacy skills leads to a 1.5 per cent permanent 

increase in GDP.3

2 de la Fuente and Ciccone, Human Capital in a Global Knowledge–
Based Economy, p. 5.

3 Coulombe et al., Literacy Scores, Human Capital and Growth, p. 31.

Education and Skills
An “A” Grade but 
Key Shortcomings

CHAPTER 7
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This chapter assesses Canada’s education and skills 

performance—with 16 output indicators that relate to 

people at three levels of labour market participation 

(see Table 1):

Basic Participants: People who have low literacy and 

basic skills, are often unemployed, lack coping strat-

egies, and when employed, cannot perform most 

jobs fully competently.

�

Mainstream Participants: People who have mid-range 

literacy and job-specific skills, are usually employed 

and performing their jobs reasonably competently, but 

who may be experiencing difficulties in adjusting to 

workplace change.

Advanced Participants: People who have high literacy 

and job-specific skills and advanced thinking skills 

that enable them to adapt to workplace change, innov-

ate, and create new processes, products, services 

and companies. 

�

�

Table 1
Education and Skills Indicators

Indicators Basic participants Mainstream participants Advanced participants

Output Student reading literacy proficiency
—proportion with low-level skills
Student math literacy proficiency—
proportion with low-level skills
Student problem-solving proficiency—
proportion with low-level skills
Adult literacy proficiency (document, 
prose, quantitative)—proportion with 
low-level skills

�

�

�

�

Secondary school completion rate
Post-secondary completion rate—
college
Student science literacy proficiency—
proportion with low-level skills

�
�

�

Post-secondary completion 
rate—university
Proportion of population granted Ph.D. 
or equivalent in year of reference
Proportion of graduates in science, 
math, computing or engineering
Scientific articles per million population
Student reading literacy proficiency
—proportion with high-level skills
Student math literacy proficiency
—proportion with high-level skills
Student science literacy proficiency
—proportion with high-level skills
Student problem-solving proficiency
—proportion with high-level skills
Adult literacy proficiency (document, 
prose, quantitative)—proportion with 
high-level skills

�

�

�

�
�

�

�

�

�

Input Total public expenditure on education as a percentage of GDP—primary, 
secondary and post-secondary non-tertiary*
Total public expenditure on education as a percentage of GDP—tertiary**

�

�

University R&D expenditures�

Student–teacher ratio—primary
Enrolment in pre-primary education

�
�

Student–teacher ratio—secondary
Participation in job-related continuing 
education and training
Average hours spent in job-related 
continuing education and training

�
�

�

Policy Primary, secondary and post-secondary non-tertiary education*—change in expenditure per student, 1995–2003
Tertiary education**—change in expenditure per student, 1995–2003

�
�

*Non-tertiary education: International Standard Classification of Education (ISCED 1997) Levels 0 to 4.
**Tertiary education: International Standard Classification of Education (ISCED 1997) Levels 5 and 6.
Source: The Conference Board of Canada.
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TOP-LINE RESULTS: 
HOW DOES CANADA FARE?

Canada’s best overall grade—an “A”—is earned in the 

Education and Skills domain, where it places third out 

of 17 countries. (See Table 2.) Canada performs well on 

most of the education output indicators, receiving four 

“A”s and nine “B”s. (See Table 3.) Our scores place us 

at the top of the Group of Eight (G8), well ahead of our 

largest trading partner, the United States (which scores 

only one “A” and two “B”s, but seven “C”s and six “D”s 

on the 16 output indicators). Most of these output indi-

cators focus on formal education and associated learn-

ing outcomes. These results speak to Canada’s efficient, 

effective and flexible system for moving large numbers 

of people through elementary, secondary and post-

secondary education. 

Canada’s “A” in the Education and Skills domain places 
us at the top of the G8, well ahead of our largest trading 
partner, the United States.

Chart 1 provides a snapshot of Canada’s education per-

formance on the 16 output indicators relative to the best 

performing country and the 17-country average. Chart 1 

has 16 axes—one for each indicator—that radiate out 

from the centre. A score of 0 represents the worst perform-

ance and a score of 100 represents the best performance. 

Canada performs better than the 17-country average on 

all but two indicators, and we are the best-performing 

country on the post-secondary college completion rate.

Canada’s approach to education leads to good outcomes 

for many people. Yet when we segment the indicators 

according to educational challenges, a more nuanced 

picture of the Canadian education system’s strengths 

and weaknesses emerges. (See Table 4.) The indicators 

shed light on the three major groups—basic participants, 

mainstream participants, and advanced participants—

that make up Canada’s labour market. When placed on 

a normal distribution curve based on level of education 

and skills, the mainstream participants would be the lar-

gest group, located in the middle of the distribution, and 

the two other much smaller participant groups would 

fall toward each extreme.

Table 2
Education and Skills Domain Report Card

Rank Country Grade

1 Finland �

2 Sweden �

3 Canada �

4 Japan �

5 Australia �

6 Switzerland �

7 United Kingdom �

8 Belgium �

9 Netherlands �

10 Germany �

11 France �

12 Denmark �

13 Norway �

14 Austria �

15 Ireland �

16 United States �

17 Italy �

Source: The Conference Board of Canada.
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Table 3
Education and Skills Output Indicators Report Card

BASIC PARTICIPANTS MAINSTREAM PARTICIPANTS ADVANCED PARTICIPANTS

Student proficiency
Adult

proficiency

Secondary 
school2 College2

Student 
proficiency—

science literacy1 University2 Ph.D.3

Proportion 
of graduates 
in science, 

math, 
computing or 
engineering

Scientific 
articles 

per million 
population

Student proficiency
Adult 

proficiency

Reading 
literacy1 Math literacy1

Problem 
solving1 

Literacy 
(document, 

prose, 
quantitative)1

Reading 
literacy4

Math 
literacy4

Science 
literacy4

Problem 
solving4

Literacy 
(document, 

prose, 
quantitative)4

Australia � � � � � � � � � � � � � � � �

Austria � � � n.a. � � � � � � � � � � � n.a.

Belgium � � � � � � � � � � � � � � � �

Canada � � � � � � � � � � � � � � � �

Denmark � � � � � � � � � � � � � � � �

Finland � � � � � � � � � � � � � � � �

France � � � n.a. � � � � � � � � � � � n.a.

Germany � � � � � � � � � � � � � � � �

Ireland � � � � � � � � � � � � � � � �

Italy � � � � � n.a. � n.a. � � � � � � � �

Japan � � � n.a. � � � � � � � � � � � n.a.

Netherlands � n.a. � � � � � � � � � � n.a. � � �

Norway � � � � � � � � � � � � � � � �

Sweden � � � � � � � � � � � � � � � �

Switzerland � � � � � � � � � � � � � � � �

United 
Kingdom � � n.a. � � � n.a. � � � � � � n.a. n.a. �

United States � � � � � � � � � � � � � � � �

1 Proportion with low-level skills
2 Completion rate
3 Proportion of population granted Ph.D. or equivalent in year of reference
4 Proportion with high-level skills 
Source: The Conference Board of Canada.
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Our education system reflects Canada’s federal structure 

and is dominated by provincially mandated, publicly 

funded institutions. The level and distribution of funding, 

and the high education participation rates, are in tune 

with Canadian beliefs about the value of education in 

individual social and economic advancement.

The Canadian education system’s primary focus is on 

delivering education to young people, aged 5 to 25. Its 

traditional preoccupation has been with increasing the 

participation and completion rates of the broad popu-

lation. Over the past 15 years, raising the secondary 

school graduation rate has become a major educational 

priority—a response to the growing consensus that high 

school graduation is the base level educational require-

ment for personal success in the labour market. This 

largely explains why Canada does very well on top-line 

output indicators like secondary school completion 

rates. (See Chart 2.)

Canada also has one of the world’s highest rates of post-

secondary completion. Our system includes a significant 

skills development component—delivered through appren-

ticeships and other programs that combine classroom 

study with workplace experience. In fact, the Canadian 

skills formation system is more heavily classroom-based 

than the systems in many other countries. Germany and 

England, for example, depend more on on-the-job learn-

ing, either through early entry into the labour force or 

through experiential learning programs. As a result, 

Canadian employers are more likely than employers 

elsewhere to expect that graduates will show up “ready 

to work” and that their own responsibilities are limited 

to providing their new hires with organization-specific 

knowledge and skills.

Chart 1
Education and Skills Domain: Canada Relative to the 17-Country Average and the Best Performing Country 
for Each Indicator
(normalized data*)

*The normalization formula converts the data into a number from 0 (worst) to 100 (best), even in cases where a higher value for the original 
indicator data indicates a poor performance (e.g., the proportion of students with low-level literacy proficiency).
Source: The Conference Board of Canada.
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This system has proved successful for Canadians in the 

large middle group of mainstream participants. However, 

support for people in the two labour market groups at 

the extremes of the distribution—basic participants and 

advanced participants—is relatively weak. For the basic 

participants group—which includes disproportionate 

numbers of disadvantaged people, Aboriginal people, 

immigrants and mature workers—our education system 

has significant shortcomings. The same can be said for 

the highly educated and innovative advanced participants.

Currently, neither public education nor corporate training 
provides enough learning and development resources to 
support the needs of mature workers.

Many Canadians in the basic participants group are 

“weakly attached” to educational institutions and are 

at risk of continuing to under-invest in their own skills 

development. The most notable sub-group here is immi-

grants, who typically feel alienated from our university 

and college systems and often have difficult obtaining 

formal recognition for their prior learning achievements.4 

Given that Canada’s labour force growth is increasingly 

dependent on immigrants, this shortcoming is likely to 

have an increasingly negative impact on our economy. 

4 See: Bloom and Grant, Brain Gain.

The weakly-attached category also includes Canadian 

adults who lack literacy and other basic skills, an alarm-

ing number of whom are secondary school graduates. 

Another important group of weakly attached and under-

served people is mature workers aged 50 and over. As our 

population ages, it is becoming more important to keep 

these mature workers in the labour force. This presents 

learning challenges. Mature workers are usually long-

time participants in the workforce. However, they often 

find themselves in the position of having to continually 

upgrade their knowledge and skills—particularly around 

new technology, products and services—to keep up with 

changes in their jobs and workplaces. Many need to 

improve their literacy and basic skills before they can 

acquire the more advanced skills and competencies 

needed to succeed. Currently, neither public education 

nor corporate training provides enough learning and 

development resources and opportunities to support the 

needs of mature workers.

The advanced participants group is served inadequately 

by our universities. Arguably, popular support for uni-

versity funding is not prompted by a wish to fund high-

performing academic elites. While the Canadian university 

system continues to grow, this growth is driven largely 

by the desire to ensure broad access to post-secondary 

education and focuses on increasing the proportion of 

secondary school graduates who go on to university. As 

Chart 2
Secondary School Completion Rate, 2004 or Most Recent Year
(percentage of population aged 25 to 64)

Sources: The Conference Board of Canada; OECD.
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a result, funding is widely spread across an expanding 

number of universities. In consequence, Canada has 

been able to fund only a very few world-ranked research 

universities that might encourage talented people to 

continue studying in Canada at the Ph.D. level. This 

may help to explain Canada’s comparative weaknesses 

in high-level academic achievement—and associated 

weaknesses in innovation performance. (See Chapter 5.)

DELVING DEEPER INTO THE INDICATORS

ADVANCED EDUCATION
Formal education completion rates are a reasonable proxy 

for knowledge and skills. Canada is top ranked in terms 

of college completion and highly ranked (fourth) in both 

secondary school and university completions. Our world-

leading rate of college graduation pulls up our overall 

completion rate for all post-secondary education, making 

us first in the world in post-secondary completion rates 

for adults between the ages of 15 and 64. 

Our numbers keep improving. As recently as 1991, only 

70 per cent of Canadians between the ages of 25 and 64 

had achieved “non-compulsory” upper secondary edu-

cation; by 2004, that number had risen to 84 per cent.5 

This is partly due to the retirement of less well-educated 

Canadians, but it also reflects the growing commitment 

to ensuring that young people graduate from secondary 

school, as well as the profile of recent immigrants who 

are increasingly well educated.6 Unfortunately, our com-

petitors are steadily closing the gap and, in some instances, 

exceeding our achievements. This trend is likely to con-

tinue, and we can expect to gradually lose our human 

capital advantage over many other countries belonging 

to the OECD. 

It has long been argued, based on income data, that 

university completion is the most relevant indicator of 

Canada’s ability to produce highly talented, innovative 

people. The “returns on education” data support this 

argument, since university graduates, as a group, earn 

more, on average, than college graduates do. However, 

5 OECD, Education at a Glance, Table A1.2a, p. 38.

6 Citizenship and Immigration Canada, Facts and Figures.

recent research suggests that the field of study may 

sometimes be more important than the type of academic 

institution attended. One recent study found that, within 

the university setting, academic disciplines—such as the 

humanities, education, biology and agriculture science—

generated less than half the returns (for males) of voca-

tional and applied disciplines—such as commerce, 

medicine and engineering.7 Another study identified 

similar differences in earnings for college disciplines in 

Canada and found that these differences drove enroll-

ments toward disciplines with higher earnings expecta-

tions.8 Perhaps the distinction between college and 

university is less important than the relevance of the 

discipline to the workplace, since it is relevance (along 

with supply in relation to demand) that sets the market 

price for skilled talent.

We should be concerned about Canada’s relatively poor 
showing on the proportion of graduates with math, sci-
ence or engineering backgrounds.

An examination of differentiation by field of study 

suggests that we should be concerned about Canada’s 

relatively poor showing on the proportion of graduates 

with math, science or engineering backgrounds—where 

Canada ranks only 12th of 17 countries. Canada’s ranking 

on its Ph.D. graduation rate is also strikingly low (16th 

among 17 countries) when compared with our rankings 

on the other completion indicators. (See Chart 3.) In 

addition, Canada ranks a modest eighth in scientific 

articles per million population, even though it ranks sec-

ond in higher-education R&D spending as a percentage 

of GDP. Thus, while Canada’s completion rates are gen-

erally very good, the skewed distribution of graduates 

by field of study away from high-demand science and 

technology subjects, the low number of Ph.D.s graduating, 

and the relatively low creative output of highly skilled 

people in science and technical disciplines give cause 

for concern. 

7 Stark, Which Fields Pay, Which Fields Don’t?

8 Boudarbat, Earnings and Community College Field of Study Choice 
in Canada.
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Compared with Canada, many other countries have a 

stronger mathematics and scientific culture that perme-

ates all levels of their education systems. Perhaps this 

is why, in standardized testing, Canada does relatively 

poorly on the percentage of secondary school students 

who score above 600 on the science scale. These low 

scores lead to fewer people pursuing scientific and tech-

nical disciplines at an advanced level, which may explain 

Canada’s indifferent performance in scientific article 

production (a proxy for significant contributions to 

original scientific thinking).

Overall, our education system does not stimulate enough 

students to complete post-graduate degrees, especially in 

the science and technical disciplines that underpin innov-

ation. This helps to explain Canada’s comparative weak-

nesses in high-level academic achievement and our 

declining relative performance in innovation.

SECONDARY EDUCATION, LITERACY AND 
BASIC SKILLS
While Canadian post-secondary graduates do well finan-

cially, recent secondary school graduates who enter the 

labour force directly are not faring so well. In previous 

generations, a secondary school diploma was adequate 

for most jobs, including many well-paid jobs. The grow-

ing complexity of work in the global knowledge economy 

and the rising rates of post-secondary completion in 

Canada have reduced the relative value of a secondary 

school diploma in the workplace. Many employers now 

specify post-secondary education as a minimum quali-

fication for employment, even if a degree or college 

diploma exceeds the actual skills requirements of their 

entry-level jobs.9

Most graduates of Canada’s education system finish with 
an adequate level of basic skills.

As the relative value of a secondary school diploma 

diminishes, it is becoming more important for secondary 

school graduates directly entering the workforce to pos-

sess the basic literacy, numeracy, science and math skills 

that are the foundation for job-specific training. Fortun-

ately, Canada’s performance on international standard-

ized tests is fairly good. Most graduates of Canada’s 

education system finish with an adequate level of basic 

skills; compared with graduates in other countries, rela-

tively few are at low levels. (See Chart 4.) These skills, 

however, are not equivalent to the full range of generic 

9 For a discussion of these issues in the U.S. context, see: Williams 
and Swail, Is More Better?

Chart 3
Proportion of Population Granted Ph.D. or Equivalent in 2004
(per cent)

Sources: The Conference Board of Canada; OECD.
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employability skills Canadian employers seek in new 

hires.10 There is still no way to assess to what degree 

employability skills—such as communications, problem 

solving, personal management skills and teamwork—

factor into the secondary school curriculum, or whether 

the focus on skills is on the rise. 

Although the current cohort of young Canadians is 

reasonably well served by our education system, the 

situation is less satisfactory for the adult population. 

The OECD’s International Adult Literacy Survey 

(IALS) found that 42 per cent of Canadians between 

the ages of 16 and 65 scored either level 1 or level 2 

for prose literacy—levels which are too low to allow 

them to be fully competent in most jobs within our 

economy.11 The Conference Board has estimated that 

there are more than 3 million adult Canadians at level 1 

literacy and a further 4.5 million at level 2 literacy for all 

types of literacy (prose, document and quantitative).12 

At level 1 literacy, an individual may have difficulty 

10 See: Employability Skills 2000+ for a widely used profile of the 
generic skills that employers seek.

11 OECD and Statistics Canada, Literacy in the Information Age, 
pp. xi, 136.

12 Campbell and Gagnon, Literacy, Life and Employment, p. 4.

following medicinal instructions. People at level 2 lit-

eracy often have functional literacy only for narrowly 

defined work tasks. The challenge of improving literacy 

extends beyond the classroom. People with low literacy 

skills were only half as likely to have a parent with 

some post-secondary education, so there is some inter-

generational transfer of poor literacy skills.

About 7.5 million adult Canadians have literacy skills that 
are too low to allow them to be fully competent in most 
jobs within our economy.

In today’s buoyant economic environment, many people 

with low literacy skills are still able to hold jobs that 

pay reasonably well, even if some of them are actually 

“over-employed” because they lack the literacy skills to 

be fully competent at their jobs. Their skills limitations 

also prevent them from obtaining the full benefits of work-

place training. During economic downturns, people with 

poor literacy skills become vulnerable. In the same way 

that their literacy deficiencies make it difficult for them 

to learn while employed, they find it hard to develop 

the new skills and competencies they need to obtain 

new work or to progress along a career path.

Chart 4
Student Reading Literacy Proficiency—Proportion With Low-Level Skills, 2003 or Most Recent Year
(percentage of 15-year-old students)

Sources: The Conference Board of Canada; OECD.
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EMPLOYER-LED LEARNING
When people leave school without acquiring the skills 

they need to find personal and career success and to 

increase their value to employers, they need to be able 

to get these skills through the workplace. A decade ago, 

the Conference Board established the economic case 

for employer-based literacy programs,13 but employers 

are still spending an average of only 2 per cent of their 

training, learning and development budgets on literacy 

skills development.14

Overall, Canada still performs relatively poorly in formal 

workplace training, investing considerably less than the 

U.S. and many European countries.15 The Conference 

Board’s Learning and Development Outlook 2007 found 

that the real per capita investment in training is actually 

falling. In 1996, the investment per employee was $842, 

while in 2006 it was only $699.16 This reinforces the view 

that employees’ skills deficiencies are not yet a major 

priority for Canadian employers, who remain content 

to leave learning in the hands of the education system.

Formal workplace training tends to favour people with 

relatively high levels of education. More than half of 

Canadians with a university education participate in for-

mal workplace training, compared with less than 20 per 

cent of those without a secondary school diploma.17 

People who participate in training tend to get a lot of it; 

in fact, Canada performs much better on training inten-

sity than it does on participation rates. This means that 

13 Bloom et al., The Economic Benefits of Improving Literacy Skills 
in the Workplace. 

14 Grant and Hughes, Learning and Development Outlook 2007, p. 22.

15 See: The Conference Board of Canada‘s Performance and Potential 
reports for the years 2001 through 2006.

16 Grant and Hughes, Learning and Development Outlook 2007, p. 11. 
A reported increase in informal workplace learning may be partly 
compensating for this, but it is not enough to make up for the full 
decline.

17 Peters, Working and Training, p. 9.

Canadian workplace training tends to amplify differences 

in skills as opposed to compensating for these differences. 

Given the fact that skills atrophy over time, the lack of 

a solid lifelong learning approach to skills building may 

be exacerbating Canada’s ongoing adult literacy problem.

POLICY AND PROGRAM IMPLICATIONS

Debates about education and training policy often focus 

on macro-quantitative inputs, such as spending as a per-

centage of GDP. Table 5 presents one way of looking at 

policy from this perspective. It considers the growth in 

per-student spending for non-tertiary and tertiary educa-

tion between 1995 and 2003. The table shows that Canada 

is “trailing” on the growth in non-tertiary spending, but 

is “in the pack” on the growth in tertiary spending. 

Employers are still spending an average of only 2 per 
cent of their training, learning and development budgets 
on literacy skills development.

But this is an overly simplistic way of looking at educa-

tion policy. In fact, the relationship between spending 

inputs and educational outcomes is not direct. Thus, 

Finland—the top educational performer in the compara-

tor group—ranks only ninth in education spending as 

a percentage of GDP. Finland also lags in the change 

in spending between 1995 and 2003. Finland’s results 

are partly due to its willingness to innovate in a variety 

of areas, including employability skills development.18 

Further, education spending in Canada is focused largely 

on children and adolescents, whereas the most egregious 

performance issues are with adults—specifically adult 

literacy and advanced research. 

18 The Conference Board of Canada, Performance and Potential 
2004–05.
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Canada’s mainstream public education system serves 

young people well, but it does not reach the many 

adults who need major skills gains to improve their job 

prospects and productivity performance. The solution 

may be a range of “micro-innovations”—both within and 

outside mainstream education institutions—to accommo-

date a wider range of specialized demands from adults. 

For example, governments could offer tax incentives to 

employers for developing and providing training that 

targets specific skills that are in short supply in the labour 

force. This would benefit both employers and recipients.

Employers themselves should invest more of their own 

resources to build literacy and basic skills as a foun-

dation for developing their employees’ productivity. 

Currently, Canada’s employers spend only 2 per cent 

of their training budgets on basic skills and literacy 

training, despite the fact that an estimated 4.7 million 

Canadian workers (more than one-quarter of our work-

force) have literacy levels low enough to impair their 

ability to work effectively. Increased spending would 

likely yield a good return on investment. Research 

shows that employees with heightened basic skills and 

Table 5 
Education and Skills Policy Indicators Report Card

Primary, secondary and 
post-secondary non-tertiary education*

(growth in expenditure per student, 
1995–2003)

Tertiary education**
(growth in expenditure per student, 

1995–2003)

Australia in the pack trailing

Austria n.a. in the pack

Belgium n.a. n.a.

Canada trailing in the pack

Denmark trailing in the pack

Finland trailing trailing

France n.a. n.a.

Germany trailing trailing

Ireland leading in the pack

Italy trailing in the pack

Japan in the pack in the pack

Netherlands in the pack trailing

Norway trailing trailing

Sweden trailing trailing

Switzerland trailing leading

United Kingdom in the pack trailing

United States in the pack trailing

*Non-tertiary education: International Standard Classification of Education (ISCED 1997) Levels 0 to 4.
**Tertiary education: International Standard Classification of Education (ISCED 1997) Levels 5 and 6.
Source: The Conference Board of Canada.
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literacy levels learn more—and faster—during training 

and are better at applying their learning more product-

ively in their work afterwards.19

At this point, altering the distribution and nature of spend-

ing is probably more important than increasing the total 

amount spent on education and training. Additionally, as 

the population ages, the number of youth in the main-

stream public education system will decrease, freeing up 

funds to support a shift in focus toward adult learning. 

(See Chart 5.) 

If changing demographics release previously targeted 

education resources, these resources should be directed 

to three priorities: opening educational institutions—

especially post-secondary institutions—to new Canadians; 

improving Canada’s system for lifelong learning; and 

creating nurturing environments that allow high-level 

thinkers to complete advanced degrees and contribute 

to innovation inside and outside our universities. 

Canada would benefit by improving the openness and 

transparency of our learning and licensing organiza-

tions so that immigrants, especially, would feel that their 

expertise and credentials were properly appreciated and 

suitably recognized as having value. Given Canada’s 

significant and increasing reliance on immigrant talent, 

it has to do a much better job of recognizing skills and 

19 Bloom and Campbell, Success by Design, pp. 8–9.

learning that have been acquired in other countries. Learn-

ing recognition, here, is much more than a matter of 

issuing new credentials in Canada. It means finding or 

creating effective and efficient mechanisms for assess-

ing and accepting foreign credentials without requiring 

onerous procedures for evaluation or repetition of train-

ing when these procedures are unwarranted. With few 

exceptions, Canadian learning institutions and profes-

sional associations tend to be insular and reluctant to 

open their doors to new Canadians seeking credential 

recognition and advanced standing in programs. The 

recognition system is somewhat arcane and idiosyncratic. 

It limits our ability to make use of the knowledge and 

skills immigrants offer and actively dissuades immigrants 

from continuing their education. 

Canada has to do a much better job of recognizing skills 
and learning that have been acquired in other countries. 

We also need to pay more attention to adult basic edu-

cation because of the significant number of Canadians 

who are at a low level of literacy. However, these low 

literacy levels arise from a multiplicity of factors, includ-

ing disability and social exclusion. Educational and 

learning innovations, some involving technology, may 

make room for a variety of organizations to come to the 

fore to deal with sub-populations that lack basic skills.

Chart 5
Expected Growth of the Youth Population Aged 5–14, 2005–15
(per cent)

Source: OECD.
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Most of the top-level research universities in the U.S. are 

private institutions. This is unlikely to occur in Canada, 

given our values and government policies. However, there 

are other ways to build advanced thinking environments 

that benefit our economy through R&D and innovation. 

The Institute for Quantum Computing, in Waterloo, 

Ontario, is an example of the private sector (in this case 

Research In Motion) creating a non-university environ-

ment for advanced thinking. Canada could benefit from 

more of these types of institutes that free leading think-

ers from the teaching and political constraints of major 

universities.

Canada will need to explore innovations that allow it 
to serve diverse niche groups better while maintaining 
the high standards of our core education system.

Canada also needs to support a broader lifelong learning 

approach to education and training. This approach should 

target a wider diversity of individuals—especially adults, 

and involve a wider diversity of education providers—

including associations, research foundations, employers 

and community-based organizations.

CONCLUSION

Canada has much to be proud of in the Education and 

Skills domain, as exemplified by our third-place ranking. 

Our public system provides many Canadians with a good 

education and the basic-level skills that they need to 

enter the workforce and achieve a substantial measure 

of success. It achieves this with relatively modest 

spending inputs, compared with most other countries. 

Yet there is room for improvement, especially for adults. 

In particular, people who are outside the mainstream 

participant group—including many immigrants and 

Aboriginal people, those lacking basic skills, and the 

very highly skilled—are underserved. As demographic 

change reduces pressure on the mainstream systems, 

Canada will need to explore innovations that allow it 

to serve diverse niche groups better while maintaining 

the high standards of our core education system.

Resources should be directed to three priorities: open-

ing educational institutions—especially post-secondary 

institutions—to new Canadians; improving Canada’s 

system for lifelong learning (particularly important given 

the aging of the workforce and the need to keep mature 

workers working longer); and creating environments that 

encourage high-level thinkers to complete advanced 

degrees and contribute to innovation in research, busi-

ness and society. 



HIGHLIGHTS

Canada earns a “B” in the 

Health domain, with an 

eighth-place ranking out 

of 17 countries. The main 

factors contributing to our 

ranking are our “D” scores 

on infant mortality and on 

mortality due to diabetes.

We also rank comparatively 

low—“C”—on female life 

expectancy and on mortality 

due to heart disease. We 

are a “B” performer on 

mortality due to cancer, 

but this masks our “D” 

performance in a number of 

specific cancer categories, 

notably lung cancer. 

•

•

Without a significant 

turnaround in behaviour, 

Canada’s health system 

faces an onerous burden 

from chronic disease. 

The health-care system 

in Canada needs a new 

business model—one 

that focuses on chronic 

disease prevention and 

management. 

More Canadians need to 

be physically active, eat 

healthy foods and achieve 

a healthy body weight.

•

•

Achieving these goals 

will require Canada to 

draw upon its previous 

successes in promoting 

healthier living habits. 

The development of a 

report showing Canada’s 

progress on its stated 

health goals is a good 

first step.

•
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INTRODUCTION

Canada earns a “B” in the Health domain, rank-

ing eighth among the 17 comparator countries. 

(See Table 1.) Switzerland, Japan and Sweden 

take first, second and third place, respectively. Canada 

is also outclassed by France, Australia, Norway and 

Italy, but ranks ahead of the United States, which falls 

into 16th place.

The health indicators used to compare countries are 

divided into three categories—output, input and policy.1 

(See Table 2.) Twelve output indicators benchmark per-

formance based on measurable outcomes such as life 

expectancy, perceived health status and the rate of mor-

tality for chronic diseases. Our performance is at the 

1 In previous health benchmarking reports, the Conference Board 
grouped health indicators into six categories: health status, health-
care resources, health-care utilization, health-care expenditures, 
social protection, and non-medical determinants of health. Using 
the new report card approach, we have revised our usual set of 
indicators and have clustered them under the output, input and 
policy categories. We modified the health status indicators to 
include select diseases—such as cancer and diabetes—where 
mortality from the disease may be affected by health-care vari-
ables. With these new additions, we now have a more comprehen-
sive, but still not completely adequate, picture of health status. 
(Note that rates for diabetes incidence and cancer survival, for 
example, are not included in OECD data.) We have also expanded 
our list of inputs to include screening for many of these diseases 
and included a more detailed examination of the scope of providers. 
This is in keeping with the global trend toward enhanced team-
work and collaboration in health-care delivery.

Health
Shift Focus to Prevention

CHAPTER 8

Table 1
Health Domain Report Card

Rank Country Grade

1 Switzerland �

2 Japan �

3 Sweden �

4 France �

5 Australia �

6 Norway �

7 Italy �

8 Canada �

9 Netherlands �

10 Germany �

11 Finland �

12 Austria �

13 United Kingdom �

14 Belgium �

15 Denmark �

16 United States �

17 Ireland �

Source: The Conference Board of Canada.
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“B” level on half of the 12 output indicators, and split 

equally—with two “A”s, two “C”s and two “D”s—on 

the remaining six. (See Table 3.) The two indicators 

that rate “A”s are perceived health status and low mor-

tality rates due to influenza and pneumonia.

The 17 input indicators look to contributing factors 

such as injuries due to road accidents, low birth weight 

and the number of practising physicians, specialists, 

nurses and pharmacists. Finally, we use three indicators 

to compare countries’ policy responses to these results. 

The full set of 32 health indicators assesses the state of 

health, health care and the broad determinants of health. 

Thirteen of these indicators relate directly to chronic 

disease risk factors and treatments. Chronic diseases 

emerge as a leading challenge for both Canadians and 

the Canadian health-care system, which is why we take 

a closer look at two major chronic diseases—diabetes 

and cancer—later in this chapter. (See box “A Primer 

on Chronic Diseases.”)

Table 2
Health Indicators

Indicators Health status Health-care resources Health-care utilization
Non-medical determinants 

of health

Output Female life expectancy
Male life expectancy
Perceived health status
Premature mortality rate
Mortality rate due to cancer
Mortality rate due to circulatory diseases
Mortality rate due to respiratory system diseases
Mortality rate due to heart disease
Mortality rate due to diabetes
Mortality rate due to influenza and pneumonia
Infant mortality rate
Suicide rate

�
�
�
�
�
�
�
�
�
�
�
�

Input Injuries due to road 
accidents
Low birth weight

�

�

Practising physicians
Practising general 
practitioners
Practising specialists
Practising nurses
Practising pharmacists
MRI units
Radiation therapy 
equipment

�
�

�
�
�
�
�

Immunization for 
diphtheria, tetanus 
and pertussis
Immunization for 
measles
Immunization for age 
65+ for influenza
Mammography 
screening
Cervical cancer 
screening

�

�

�

�

�

Alcohol consumption
Tobacco consumption
Overweight or obese 
population

�
�
�

Policy Share of population with total health-care coverage
Health-care spending growth—public 
Health-care spending growth—private 

�
�
�

Source: The Conference Board of Canada.
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HEALTH REPORT CARD RANKS CANADA 
AS A “B” STUDENT

Canada’s overall performance rates a “B” grade in the 

Health domain. Our low-level ratings on infant mortality 

and mortality due to diabetes drag our overall score down, 

as do our comparatively low ratings on female life expect-

ancy and mortality due to heart disease. 

Chart 1 provides a snapshot of our health performance 

on the 12 output indicators relative to the best performing 

country and the 17-country average. It has 12 axes—

one for each indicator—that radiate out from the centre. 

A score of 0 represents the worst performance and a 

score of 100 represents the best performance. What is 

immediately clear from Chart 1 is that we are neither 

the top nor the bottom performer on any indicator. We 

perform very well on a few indicators—the mortality rate 

due to influenza and pneumonia, the mortality rate due 

to respiratory system diseases and perceived health status. 

We do better than the 17-country average on all indicators 

but one—the mortality rate due to heart disease.

A surprisingly low 84.2 per cent of Canadian children 
receive a DTP vaccination. 

MORTALITY RATES
Canada is a top performer on the mortality rate for 

influenza and pneumonia output indicator due to our 

low levels. However, only 62.4 per cent of the popu-

lation over the age of 65 is immunized for influenza, 

placing Canada eighth among 17 countries for this 

input indicator. Although Canada has the fifth highest 

rate of immunization against measles—with 94.5 per 

cent of children vaccinated—we need to be more con-

cerned about our performance on diphtheria/tetanus/

polio (DTP) immunization. A surprisingly low 84.2 per 

cent of Canadian children receive a DTP vaccination. 

This is likely due to concerns about vaccination side 

effects at a time when the prevalence of these diseases 

is low. Only Austria, with 83 per cent, has a lower rate 

of vaccination for DTP, while Japan claims 100 per cent 

vaccination rates. 

Chronic diseases have major adverse effects on the quality 
of life of affected individuals, cause premature death and 
create large, adverse—and underappreciated—economic 
effects on families, communities and societies. These dis-
eases include heart disease, stroke, cancer, chronic respira-
tory diseases and diabetes. The number of people worldwide 
who died of chronic diseases in 2005 was greater than the 
entire population of Canada.1 The World Health Organization 
(WHO) estimates that of the 58 million deaths in the world 
in 2005, chronic diseases account for 35 million of them—
double the number of deaths from all infectious diseases 
(including HIV/AIDS, tuberculosis and malaria), maternal 
and perinatal nutrition, and nutritional deficiencies com-
bined.2 The difference is that, while infectious diseases are 
expected to decline over the next decade, chronic diseases 
are expected to increase by 17 per cent. The good news is 
that the three main risk factors for chronic disease—an 
unhealthy diet, physical inactivity and tobacco use—can 
be eliminated just by changing behaviour.

Chronic diseases are the source of widespread, unquantifi-
able suffering. They are also the single largest cost to 
health-care systems everywhere and a major drain on pro-
ductivity and the economy. For example, the WHO estimates 
that China will forgo $558 billion in national income over 
the next decade because of premature deaths caused by 
heart disease, stroke and diabetes.3 Canada is expected to 
lose $8.5 billion in national income from deaths due to 
these diseases over the next decade.4 Canada, like other 
countries, is facing an epidemic of chronic disease, and if 
we do not learn to both prevent and manage these dis-
eases more effectively, the health-care system will break 
under the strain. One of the best predictors of progress 
with this cluster of diseases is a pre-existing treatment 
framework. However, the Chronic Care Model developed 
by Wagner and used across Canada to manage and treat 
chronic diseases may have limitations when it comes to 
broader chronic disease prevention.5

1 Sargious, Primary Health Care Transition Fund, p. 1.

2 World Health Organization, Preventing Chronic Diseases, p. 2.

3 Ibid., p. 78.

4 Ibid., p. 78.

5 Sargious, Primary Health Care Transition Fund, p. 11.

Sources: The Conference Board of Canada; Sargious, Primary 
Health Care Transition Fund; World Health Organization.

A Primer on Chronic Diseases
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Table 3
Health Output Indicators Report Card

Country
Female life 
expectancy

Male life 
expectancy

Perceived 
health status

Premature 
mortality rate

Mortality 
rate due to 

cancer

Mortality 
rate due to 
circulatory 
diseases

Mortality rate 
due to respiratory 
system diseases

Mortality 
rate due to 

heart disease

Mortality 
rate due to 
diabetes

Mortality 
rate due to 

influenza and 
pneumonia

Infant 
mortality rate Suicide rate

Australia � � � � � � � � � � � �

Austria � � � � � � � � � � � �

Belgium � � � � � � � � � � � �

Canada � � � � � � � � � � � �

Denmark � � � � � � � � � � � �

Finland � � � � � � � � � � � �

France � � � � � � � � � � � �

Germany � � � � � � � � � � � �

Ireland � � � � � � � � � � � �

Italy � � � � � � � � � � � �

Japan � � � � � � � � � � � �

Netherlands � � � � � � � � � � � �

Norway � � � � � � � � � � � �

Sweden � � � � � � � � � � � �

Switzerland � � � � � � � � � � � �

United Kingdom � � � � � � � � � � � �

United States � � � � � � � � � � � �

Source: The Conference Board of Canada.
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There has been concern in recent years about the high 

rate of infant mortality in Canada. Many health experts 

consider infant mortality to be a leading indicator of 

child health and the long-term well-being of a society. 

The number of infants in Canada who died before their 

first birthday averaged 5.3 per 1,000 live births in the 

year 2003, only marginally less than in 2002. The only 

comparator country with a worse record on infant mortal-

ity is the U.S., with 7 infant deaths per 1,000 live births.2 

2 The OECD notes that some of the international variation in infant 
mortality rates may be due to variations among countries in 
registering premature infants (whether they are reported as live 
births or not). In several countries, such as the U.S., Canada, and 
the Nordic countries, very premature babies (with relatively low 
odds of survival) are registered as live births. Therefore, mortal-
ity rates in these countries seem higher than the mortality rates 
in countries that do not register these babies as live births. That 
said, Canada’s infant mortality rate is significantly higher than that 
of the Nordic countries, suggesting that there may be opportun-
ities to learn from these countries. A detailed discussion of the 
infant mortality indicator can be found in The Conference Board 
of Canada’s Performance and Potential 2005–06—The World and 
Canada: Trends Reshaping Our Future, pp. 55–56. 

RISK FACTORS
Assessing Canada’s performance on the risk factors that 

lead to heart disease, cancer, diabetes and respiratory 

disease is as important as assessing our approach to 

and success with treatment. Canada is a top performer 

among comparator countries on two leading risk factors: 

tobacco and alcohol consumption. The high number of 

deaths from lung cancer no doubt reflects the smoking 

habits of Canadians in previous decades; however, a 

campaign to curtail smoking and anti-smoking bans in 

public places throughout the country have helped to put 

Canada in first place, with the lowest proportion of 

smokers among all OECD countries. This augurs well for 

the risk of lung diseases. Only 15 per cent of Canadians 

over the age of 15 are daily smokers—compared with 

36.3 per cent of Austrians—placing Canada an impressive 

38 per cent below the 17-country average. Canadians 

are also less heavy drinkers, consuming an average of 

7.9 litres of alcohol per person per year. Norwegians 

had the lowest score—at 6.2 litres; the French had the 

highest score—at 14 litres.

Canada is a top performer among comparator countries on 
two leading risk factors: tobacco and alcohol consumption.

Two other risk factors associated with heart disease, 

cancer and diabetes are physical inactivity and poor 

eating habits. In September 2000, the First Ministers 

released a “Communiqué on Health,” which directed 

health ministers to report publicly on the health-care 

systems in Canada.3 The Performance Indicators 

Reporting Committee was formed to develop new 

health indicators; it released an initial series of indi-

cators in 2002, and a revised set in December 2004. 

Statistics Canada and the Canadian Institute for Health 

Information were then given the task of collecting the 

data. The resulting Canadian Community Health Survey 

(CCHS) tracked physical activity and dietary practices. 

This self-reported data indicate that only one-half of 

Canadians believe that they are active or moderately 

active. Similar data for eating habits indicate that only 

3 First Ministers’ Meeting Communiqué on Health. 

Chart 1
Health Domain: Canada Relative to the 17-Country Average and the 
Best Performing Country for Each Indicator
(normalized data*)

*The normalization formula converts the data into a number from 0 (worst) to 100 
(best), even in cases where a higher value for the original indicator data indicates a 
poor performance (e.g., the mortality rate due to cancer). 
Source: The Conference Board of Canada.
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about 40 per cent of the population eats the five or more 

servings of fruits and vegetables a day recommended in 

Canada’s Food Guide. While comparable international 

data are not yet available, the CCHS results should raise 

serious concerns about Canadians’ physical activity 

levels and dietary practices, and the potential linkages 

to chronic diseases.

The rate of obesity among Canadians is concerning, but 
the more frightening statistic is the major increase in 
obesity rates among children and adolescents.

There is also an urgent need to improve our standing on 

other risk factors that lead to chronic disease, especially 

obesity and physical inactivity. Since the 1974 Lalonde 

Report, Canada has become a world leader in the area of 

health prevention and promotion and in thinking about 

public health.4 Our proud record in turning around 

tobacco consumption demonstrates our ability to create 

behavioural change in society. Why, then, have we been 

unable to persuade the Canadian public to treat their 

eating and fitness habits as though their lives depended 

on them? Is the same inertia that leads to weight and 

fitness problems also afflicting health policy-makers 

and governments? Or are they just waking up to the size 

and shape of the problem? The story told by our poor 

performance on the chronic disease indicators should 

provoke immediate action. 

OBESITY
The rate of obesity among Canadians is concerning, but 

the more frightening statistic is the major increase in 

obesity rates among children and adolescents. In a recently 

released report, the Commons Standing Committee on 

Health said it was “shocked to hear how much over-

weight and obesity rates among children and adolescents 

in Canada have increased over the past three decades.”5 

The report found that 26 per cent of children and young 

4 Lalonde, A New Perspective on the Health of Canadians.

5 House of Commons, Healthy Weights for Healthy Kids, p. 2.

people aged 2 to 17 are now overweight or obese, com-

pared with 12 per cent in 1978. Among Aboriginal 

youth that figure climbs to 55 per cent for those living 

on reserves.6

In Canada, people who are overweight or obese (with a 

body mass index above 25) account for 57.5 per cent of 

the population—23 per cent higher than the 17-country 

average. The U.S. has the highest rate, at 65.7 per cent, 

and Japan the lowest, at 24.9 per cent. Obesity and over-

weight are major contributors to Canada’s increased rates 

of heart disease and diabetes. Canada scores a “C” on 

mortality due to heart disease and a “B” on circulatory 

diseases, but an astonishingly low “D” on diabetes. For 

every 100,000 Canadians, approximately 100 died of 

heart disease in 2002, which represents a huge improve-

ment over our 1980 performance, when the correspond-

ing number was 232. The Heart and Stroke Foundation’s 

2007 report card reveals that, for the first time in 30 years, 

Canadian women are now as likely as men to die from 

cardiovascular disease.7 

Obesity and overweight are major contributors to Canada’s 
increased rates of heart disease and diabetes.

DRIVING HABITS
Other risky behaviours, such as driving habits, are worth 

noting. The number of injuries due to road accidents in 

Canada (6,641 injuries due to road accidents per year per 

million population) is 47 per cent above the 17-country 

average. The U.S. topped the list with 9,935 injuries due 

to road accidents per million population last year. Canada 

should consider following New Zealand’s example, where 

the government has successfully lowered the incidence 

of road traffic accidents, using a series of educational 

programs that targeted drivers.8

6 Ibid., p. 1.

7 Heart and Stroke Foundation, Report Card on Health: 2007 Report 
on Canadians’ Health. 

8 For more information, see: The Conference Board of Canada, 
Challenging Health Care System Sustainability, p. 99.
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DEATH RATES FROM CANCER
Canada’s death rates from cancer receive “B” ratings. The 

effects of Canadians’ past smoking habits are reflected 

in the high number of deaths from lung cancer, earning 

us a “D” on this indicator. In fact, among cancer-related 

indicators, one-half are “D”s and one-third are “C”s. 

The federal government is taking steps to address the 

situation through its recently announced National 

Cancer Strategy.

Greater collaboration is one solution to meeting the 
demands of an aging population with chronic diseases.

NUMBER OF HEALTH-CARE PROFESSIONALS
Like many comparator countries, Canada continues to 

face an impending shortage in the number of health 

professionals available to serve the public. Only Japan, 

with two practising physicians per 1,000 population, has 

fewer doctors than Canada, with a corresponding figure 

of 2.1. Overall, Canada is close to the 17-country average 

for the number of general practitioners, practising nurses 

and practising pharmacists per 1,000 population. But 

we are slightly more than 30 per cent below the OECD 

average when it comes to practising specialists—at 

1.1 per 1,000 population. Switzerland leads the com-

parator countries on this indicator, with 2.5 specialists 

per 1,000. Even though Ireland has a scant 0.7 special-

ists per 1,000 people, it leads the pack when it comes 

to practising nurses, with a remarkable 15 nurses per 

1,000 population. Canada has 9.9 nurses per 1,000, pla-

cing us in the middle of the pack, just behind Sweden. 

While the Canadian health-care system faces many chal-

lenges in coping with the treatment of complex chronic 

diseases, we could alleviate some of the burden by 

working “smarter, not harder.” Greater collaboration is 

one solution to meeting the demands of an aging popu-

lation with chronic diseases—an approach that has met 

with some success in the United Kingdom. In Canada, 

however, interdisciplinary collaboration cannot become 

a reality until we deal with core health human resources 

issues—such as compensation, clear and flexible job 

descriptions, measuring productivity and strategic planning. 

NUMBER OF MRI UNITS
One technical indicator closely linked to the management 

of chronic diseases is the number of magnetic resonance 

imaging (MRI) units. Canada’s number of MRI units 

has gradually risen from 2.5 per million population in 

2000 to 4.9 per million in 2005 as a result of the federal 

government’s five-year, $1.5-billion commitment for 

diagnostic and medical equipment to improve access to 

publicly funded diagnostic services. However, Canada 

places only 12th among comparator countries—the 

17-country average number of MRI units per million 

population is double that of Canada’s. The number of 

MRI units for the comparator group ranges from France’s 

3.2 units per million population to Japan’s reported 

35.3 MRI units per million population—more than double 

that of second-ranked Austria, with 14.9 units per million.

HEALTH-CARE POLICY

Although Canadians are very proud and protective of 

their health-care system, they are also inclined to place 

the majority of the responsibility for health at the system’s 

doorstep. A 2005 Commonwealth Fund International 

Health Policy Survey showed that Canadians are dissatis-

fied with their health-care system, with 78 per cent indi-

cating that fundamental change or a complete overhaul is 

needed.9 Since the early to mid-1990s, the Canadian health 

system has endured a round of severe cuts, followed by 

a levelling-off of funding and, more recently, a reinvest-

ment in health care. However, given Canada’s overall 

level of investment in health care, Canadians are right to 

expect better performance from their health-care system.

HEALTH-CARE SPENDING
The annual rate of growth in public health-care spending 

in 2004 ranges from a high in the U.K. of 8.5 per cent 

to a low in Sweden of 2.3 per cent. Canada has the 11th 

highest growth rate—at 5.4 per cent—and is a middle-of-

the pack performer on this policy indicator. (See Table 4.) 

When it comes to growth of private health-care spending, 

Canada has the fifth highest growth rate (6.7 per cent). 

Private care growth ranges from a high of 14 per cent 

in Belgium, to a low of minus 1.5 per cent in Ireland. 

9 Schoen et al., “Taking the Pulse of Health Care Systems,” p. 521. 
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PRIVATE VERSUS PUBLIC HEALTH-CARE COVERAGE
In Challenging Health Care System Sustainability: 

Understanding Performance of Leading Countries, the 

Conference Board reported that Switzerland had the 

highest share of private spending—with a public/private 

ratio of 57:43. The next leading performer was Sweden, 

with a ratio of 85:15. The report concluded that it’s not 

how much money you spend, it’s how you spend the 

money. High-quality health care can be publicly or 

privately funded, as long as citizens have universal 

coverage for health-care services. 

The U.S. has the lowest proportion of population with 

total health-care coverage of any comparator country, 

at only 26.6 per cent. The difference is so substantial 

that the U.S. score skews the 17-country average for the 

ratio of private to public health-care spending. Although 

the U.S. is the country currently investing the most in 

its public health-care system, it lags on most health 

indicators—a result directly related to the amount of 

health-care coverage held by lower income U.S. citizens. 

Eleven of the 17 comparator countries have 100 per cent 

health-care coverage. Canada has the fifth highest ratio 

of private to public spending on health care, behind the 

U.S., Switzerland, the Netherlands and Australia.

One of the reasons that Canada is an overall middle-

of-the-pack performer on health outcomes is that our 

investment in health care does not include sufficient 

investments in measurement and management tools. In 

2004, the U.K.’s growth in public expenditure on health 

care was 8.5 per cent. Not only was this spending much 

higher than Canada’s, but the U.K. also made substan-

tial investments in information and communications 

Table 4
Health Policy Indicators Report Card

Country
Share of population with total 

health-care coverage
Health-care spending 

growth—public 
Health-care spending 

growth—private

Australia leading in the pack in the pack

Austria leading in the pack in the pack

Belgium leading in the pack leading

Canada leading in the pack in the pack

Denmark leading trailing trailing

Finland leading leading in the pack

France leading trailing trailing

Germany in the pack trailing in the pack

Ireland leading leading trailing

Italy leading leading trailing

Japan leading in the pack in the pack

Netherlands in the pack trailing in the pack

Norway leading in the pack in the pack

Sweden leading trailing in the pack

Switzerland leading in the pack in the pack

United Kingdom leading leading in the pack

United States trailing leading in the pack

Source: The Conference Board of Canada.
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technology (ICT) for the health system, and in train-

ing and development for health professionals. When 

Canada’s First Ministers signed the Health Accord 

in 2003 and announced a 10-year, $41-billion plan to 

improve health services in September 2004, limited 

funds were earmarked for measurement and manage-

ment tools. Without data, it is difficult to determine the 

level of value that may have been added to the health-

care system by this substantial investment. 

Governments across Canada face the challenge of 
improving public access to high-quality health care, 
while keeping costs under control. 

The federal government’s recently announced pan-

Canadian cancer strategy does not take advantage of the 

opportunity to target funding for productivity drivers 

such as ICT, training and development, and innovation. 

Considering that Canada scores “D”s and “C”s in mor-

tality rates due to several types of cancer, the health 

system could benefit from investing in productivity 

drivers to make this strategy more effective. 

Governments across Canada face the challenge of 

improving public access to high-quality health care, 

while keeping costs under control. How effective 

these governments are in supporting improvements in 

chronic disease management will have a major impact 

on long-term health spending. The key to success will 

be to develop and aggressively pursue a preventive pro-

gram that targets the core issues of obesity and physical 

inactivity among Canadians, and strengthens interdisci-

plinary care, especially when it comes to managing 

chronic diseases. Such action will need to be based on a 

chronic disease framework such as British Columbia’s 

modified Wagner model, or Australia’s National Chronic 

Disease Strategy and the companion Blueprint for Nation-

wide Surveillance of Chronic Disease and Associated 

Determinants.10 

10 For information on the Australian framework, see: the National 
Public Health Partnership website (www.nphp.gov.au/).

Governments would do well to invest in a broad health 

strategy that takes a preventive approach to risk factors 

for chronic diseases by promoting healthy eating habits 

and exercise. The new business model for health care 

should be chronic disease prevention and management. 

The value proposition of the new model should offer 

cost-effective and timely interventions leading to posi-

tive, measurable and improved outcomes.

DIABETES IS BECOMING 
A WORLDWIDE EPIDEMIC

Diabetes is a chronic, often debilitating, and sometimes 

fatal disease that indicates a problem with the produc-

tion and use of insulin in the body, ultimately leading 

to high blood sugar levels. The long-term complications 

from diabetes include kidney disease, diminishing sight, 

loss of feeling in the limbs and cardiovascular disease. 

There are three types of diabetes. Type 1 is sometimes 

called “insulin dependent” and is considered to be an 

autoimmune reaction that attacks the insulin-producing 

cells of the pancreas. Type 2 diabetes is referred to as 

“non-insulin dependent” or “adult onset.” It is usually 

controlled through diet, regular exercise, oral medica-

tion and sometimes insulin injections. Approximately 

90 per cent of all diabetes cases are type 2. 

The new business model for health care should be 
chronic disease prevention and management.

The Canadian Diabetes Association says that the number 

of people with type 2 diabetes is increasing dramatic-

ally because of a number of factors such as our aging 

population, rising obesity rates, increasingly sedentary 

lifestyle, increased risk factors for Aboriginal people and 

new Canadians, and a growing incidence in children 

from high-risk populations.11 

11 Canadian Diabetes Association, The Prevalence and Costs of 
Diabetes. 
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The third type of diabetes is gestational diabetes. This 

type of diabetes develops during pregnancy and is usually 

self-limiting. It is important to note that in 1998, the 

diagnostic cutoff for diabetes was lowered from a fasting 

plasma glucose level of 7.8 to 7.0 millimoles per litre.12

Diabetes has shifted down a generation—from the elderly 
to those of working age or younger. 

Globally, 246 million people suffer from diabetes; this 

number will skyrocket to 380 million within 20 years, 

if nothing is done.13 According to the International 

Diabetes Federation, diabetes is “fast-becoming the epi-

demic of the 21st Century.”14 Diabetes is deadly. Every 

10 seconds, a person somewhere in this world dies from 

diabetes-related causes and two additional people will 

develop diabetes.15 It accounts for approximately 3.8 mil-

lion deaths per year worldwide—of the same magnitude 

as deaths due to HIV/AIDs.16 On top of this, it is estimated 

that in 2007, 308 million people will have an impaired 

glucose tolerance—a potential precursor to diabetes.17 

This number is projected to reach 418 million by 2025, 

according to the International Diabetes Federation 

(IDF). More importantly, diabetes has shifted down a 

generation—from the elderly to those of working age 

or younger. According to the IDF, type 2 diabetes in 

children is becoming a global public health issue with 

potentially serious health outcomes.18 

Diabetes is one of the most common conditions afflicting 

Canadians: 2 million Canadians suffer from diabetes and 

that figure is expected to rise to 3 million in the coming 

12 Millar and Young, “Tracking Diabetes: Prevalence, Incidence 
and Risk Factors,” p. 35.

13 International Diabetes Federation, Diabetes Epidemic Out of 
Control, p. 1.

14 Ibid., p. 1.

15 International Diabetes Federation, “Backgrounder,” p. 9. 

16 Ibid., p. 1.

17 Ibid., p. 1.

18 International Diabetes Federation, Diabetes Epidemic Out of 
Control, p. 2.

decade.19 Estimates for the incidence of diabetes range 

from 1 in every 30 Canadians to 1 in every 11 Canadians.20 

While the OECD does not currently track the incidence 

of diabetes,21 it does record death due to diabetes. In 

2002, Canada’s death rate due to diabetes was third 

highest among comparator countries—giving us a “D” 

rating—with 19.6 deaths per 100,000 population. The 

U.S. was second highest, with 20.9 deaths per 100,000, 

and Austria was the worst performer at 28.8 deaths 

per 100,000. 

Canada has experienced a steady rise in deaths from dia-

betes. (See Chart 2.) The main cause of this is believed 

to be an increase in mortality among males, who are 

experiencing higher rates of obesity and diabetes.22 

There does not appear to be any evidence that the quality 

of care for diabetes has decreased in recent years.23

19 Canadian Diabetes Association, The Prevalence and Costs of 
Diabetes, p. 1.

20 The 1 in 30 estimate comes from Shields, “Overweight and Obesity 
Among Children and Youth.” The 1 in 11 estimate for Canada was 
calculated by Picard, based on Ontario estimates in Lipscombe 
and Hux, “Trends in Diabetes Prevalence, Incidence, and Mortality 
in Ontario, Canada 1995–2005: A Population-Based Study.” 

21 While the OECD does not currently track incidence for diabetes, 
an expert OECD panel has recommended the addition of nine new 
indicators for diabetes, including: annual HbA1c testing, annual 
LDL cholesterol testing, annual screening for nephropathy, annual 
eye exam, HbA1c control, LDL cholesterol control, lower extremity 
amputation rates, kidney disease in persons with diabetes, and 
cardiovascular mortality in patients with diabetes.

22 Public Health Agency of Canada, Diabetes in Canada, p. 2.

23 Ibid., p. 3.

Chart 2
Mortality Rate Due to Diabetes, 2004 or Most Recent Year of Data
(deaths per 100,000 population)

Source: OECD.
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Deaths due to diabetes made it the seventh leading cause 

of death in 1996. However, the Public Health Agency of 

Canada suggests that the actual number of deaths that 

year was probably five times greater24—likely the result 

of death certification issues (death may be attributed to 

complications, rather than diabetes itself). A recent study, 

completed by the Institute for Clinical Evaluative Sciences 

(ICES) and published in the March 2007 issue of the 

Lancet, indicates that in Ontario, the adjusted mortality 

for people with all types of diabetes fell by 25 per cent 

between 1995 and 2005.25 This apparent contradiction 

relates to the different denominators used in the OECD 

and ICES data.26 Both indicate that the overall burden 

of this disease is increasing over time as a result of its 

higher prevalence.

Two of the main factors contributing to diabetes relate 
to behavioural and lifestyle choices. 

This steady increase has implications for the health-care 

system and for individuals suffering from the disease. 

Direct costs for diabetics in Canada include medication 

and supplies and are estimated to range from $1,000 to 

$15,000 a year per patient.27 Health-system diabetes-

related costs (such as lab tests, physician services and 

kidney dialysis) run to $13.2 billion every year, a figure 

that is expected to reach $19.2 billion by 2020.28

FACTORS THAT LEAD TO DIABETES
Two of the main factors contributing to diabetes relate 

to behavioural and lifestyle choices. In 1999, physical 

inactivity cost Canadians approximately $2.1 billion—or 

2.5 per cent of total direct heath-care costs in Canada.29 

24 Ibid., p. 1.

25 Lipscombe and Hux, “Trends in Diabetes Prevalence, Incidence, 
and Mortality,” p. 1.

26 Both organizations use “total number of deaths due to diabetes” 
as the numerator. The OECD uses “total number of deaths” as the 
denominator; ICES uses “total diabetes patients” as the denominator. 

27 Canadian Diabetes Association, The Prevalence and Costs of 
Diabetes, p. 2.

28 Ibid., p. 2.

29 Katzmarzyk et al., “The Economic Burden of Physical Inactivity 
in Canada,” p. 1435. 

The percentage of Canadians who are overweight or 

obese has risen dramatically in recent years, mirroring a 

worldwide phenomenon. Nearly 60 per cent of Canadian 

adults are in a weight range that increases their risk of 

developing health problems. In fact, the combined preva-

lence of overweight/obesity for each sex was about 70 per 

cent higher in 2004 than it was in 1978–79, and the preva-

lence of obesity alone was 2.5 times higher. British 

Columbians had the lowest rate of obesity (19 per cent), 

and Newfoundland and Labrador registered the highest 

rate (34 per cent).30

In 2004, 23 per cent of Canadian adults—5.5 million 

people aged 18 or older—were obese, with a body mass 

index (BMI) of 30 or more.31 According to Statistics 

Canada, this is significantly higher than the 2003 self-

reported estimate of 15.2 per cent. Another 8.6 million 

adults, or 36.1 per cent, were overweight (with a BMI of 

25–30) in 2004. A high BMI is a risk factor for type 2 

diabetes. The most striking increases were among people 

younger than 35 and those 75 or older. Men and women 

who ate fruit and vegetables less than three times a day 

were more likely to be obese. Among U.S. non-smokers, 

obesity at age 40 has been associated with a loss of 

7.1 years of life for women and 5.6 years for men.32

Children and youth who eat fruit and vegetables at least 

five times a day are substantially less likely to be over-

weight or obese than those who eat these foods less fre-

quently.33 The likelihood of being overweight or obese 

also rises as they spend more “screen time” in front of 

televisions, video games or computers. Over the past 

25 years, the number of Canadian children and adoles-

cents who are overweight or obese has risen considerably, 

especially among youth between the ages of 12 and 

17, whose obesity rate has tripled.34 This is especially 

concerning because excess weight in adolescence often 

persists into adulthood and likely explains the rise in 

the incidence of children developing diabetes.

30 Shields and Tjepkema, “Regional Differences in Obesity,” p. 61.

31 Tjepkema, “Adult Obesity,” p. 11.

32 Peeters et al., “Obesity in Adulthood and Its Consequence for 
Life Expectancy.”

33 Shields, “Overweight and Obesity Among Children and Youth,” p. 27.

34 Ibid., p. 38.
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Physical activity, healthy eating, weight loss, not smok-

ing and stress reduction may help delay or prevent the 

onset of type 2 diabetes. One study showed that people 

at risk of type 2 diabetes were able to reduce their risk 

by 58 per cent by exercising moderately for 30 minutes 

a day and losing 5–7 per cent of their body weight.35 

The Canadian Community Health Survey found clear 

associations between excess weight and concurrent high 

blood pressure, diabetes and heart disease. Technological 

and treatment advances have improved Canada’s perform-

ance on heart disease, dropping the rate from 231.8 deaths 

per 100,000 population in 1980 to 97.2 in 2002. However, 

the rising incidence of diabetes in Canada also portends 

a rise in the number of deaths from heart disease as the 

population ages, and becomes more obese and sedentary. 

The Canadian Diabetes Association projects that 80 per 

cent of people with diabetes will die from a heart attack 

or stroke, and that diabetes is a contributing factor in the 

death of approximately 41,500 Canadians each year.36 

This may be the first generation of children in over a century 
who can expect worse health outcomes than their parents. 

Other factors also come into play. Aboriginal people, for 

example, are three to five times more likely to develop 

type 2 diabetes than the general population, and two to 

eight times more likely to have diabetes.37 Canada’s 

greatest population growth comes from immigration, and 

77 per cent of new Canadians come from populations 

that are at higher risk for type 2 diabetes—including 

Hispanic, Asian, South Asian and African populations. 

One of the most disturbing indicators is the growing 

incidence of type 2 diabetes among children from high-

risk populations. When combined with rising child 

obesity rates, we have a set of warning signs that indi-

cate that this may be the first generation of children in 

more than a hundred years who can expect worse health 

outcomes than their parents. 

35 Canadian Diabetes Association, The Prevalence and Costs of Diabetes.

36 Ibid.

37 Ibid.

ROOM FOR IMPROVEMENT
In 2003, the Diabetes In Canada Evaluation (DICE) con-

ducted the largest diabetes study of its kind in Canada. 

It looked at how well family practices fare in the man-

agement and control of type 2 diabetes. The DICE 

study showed that one in two Canadians with type 2 

diabetes do not have their blood sugar under control, 

and that the longer patients have diabetes, the less likely 

they are to control their blood sugar. Additionally, in 

Canada, the use of effective drugs for diabetic care is 

low. The study concluded that type 2 diabetes is a com-

plex disease with a high burden of complications and 

that physicians are having difficulty managing diabetes 

as part of their daily practice. It cited “clinical inertia” 

as the reason that knowledge is not being translated 

into more aggressive treatment plans.38 Our rate of 

one general practitioner per 1,000 population no doubt 

adds to the burden felt by doctors treating patients with 

diabetes and related co-morbidities. 

Only half of the family physicians in Canada say that 

their practices are well prepared to handle patients with 

multiple chronic health conditions. In its report Why 

Health Care Renewal Matters: Lessons from Diabetes, 

the Health Council of Canada (HCC) states that less 

than one-half of Canadians with diabetes get all the lab 

tests and procedures that experts recommend to monitor 

blood sugar (A1C levels), blood pressure, cholesterol, 

kidney health, vision and foot health. Yet research sug-

gests that when people with diabetes receive higher levels 

of preventive care, their health is better than those who 

do not.39 The Council points out that seeing a family 

physician does not always indicate a higher level of 

care. They found that only half of general practitioners 

refer their patients for more active support such as 

nutrition or fitness counselling. Chronic diseases like 

diabetes and heart disease are one area where inter-

professional teams and case management can improve 

the quality of care. The improved use of information 

technology to support interprofessional health-care 

teams also provides health-care system managers and 

policy-makers with tools such as registries for chronic 

38 Canadian Diabetes Association, DICE Study Backgrounder, pp. 1–6.

39 Health Council of Canada, Why Health Care Renewal Matters, p. 13.
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diseases. And yet, in a recent Commonwealth Fund 

study, only one in five family physicians in Canada had 

access to electronic systems for patient care—the low-

est proportion among 10 comparator countries.40

The health-care system needs to move from an attitude 
of “find it and fix it” to a “prevent it, find it, manage it” 
approach.

The Canadian Diabetes Association’s 2003 Clinical 

Practice Guidelines for the Prevention and Management 

of Diabetes in Canada provides advice for family phys-

icians. Although family physicians need help implement-

ing these more aggressive treatment guidelines, they can 

only do so if patients are willing to take responsibility 

for their own health. A landmark U.K. diabetes study 

demonstrated that a combination of intensive blood 

sugar control and oral medications was more effective 

than the typical stepwise approach, where doctors first 

try dietary and weight control measures before going on 

to medication.41 Consequently, clinical practice guide-

lines have been revised and now indicate the need for a 

more aggressive treatment approach. The DICE study 

showed that, although family physicians are knowledge-

able about these guidelines, they continue to rely on 

lifestyle modifications rather than early blood sugar 

control and oral medication. The Canadian Diabetes 

Association advocates that those individuals who are at 

risk avoid smoking; check their blood glucose regularly 

and keep the level of blood sugar, cholesterol and other 

blood fats within the target range; maintain a healthy 

weight; control blood pressure; manage stress; follow 

a balanced meal plan; and be physically active.

PREVENT IT, FIND IT, MANAGE IT
The HCC report says that the health-care system needs 

to move from an attitude of “find it and fix it” to a “pre-

vent it, find it, manage it” approach that will better stem 

the rising tide of chronic health conditions such as dia-

betes. And how will the system “innovate” itself if the 

individuals within it feel that the best way to secure a 

40 Canadian Medical Association, “Adoption of IT by GP/FMS: 
A 10 Country Comparison.” 

41 Canadian Diabetes Association, DICE Study Backgrounder, p. 4.

safe, predictable career is to keep things the same? Some 

argue that career paths in health care still follow a pat-

tern of “choose it (your profession, discipline, research 

focus), build it (your practice, administrative portfolio, 

curriculum vitae), and protect it (your reputation, life-

style, fee schedule).”42 In advocating a preventive 

approach that uses the best skills of health teams, it 

points to one astonishing benefit: each 1 per cent reduc-

tion in Hemoglobin A1C (a proxy for average blood 

sugar levels over the preceeding 2–3 months) for dia-

betics has been linked to a 37 per cent decline in the 

risk of damage to blood vessels, a 14 per cent drop in 

heart attack rates, and a 21 per cent reduction in deaths 

related to diabetes.43

Collectively, federal, provincial and territorial govern-

ments are focusing more on diabetes and its underlying 

causes. At the provincial level, the introduction of 

Ontario’s Ministry of Health Promotion (which focuses 

on health rather than health care) and programs such 

as B.C.’s ActNow (working to help British Columbians 

to eat healthier food and exercise more) are clear signs 

that preventive activities are becoming more common. 

The WHO has formally recognized the ActNow program 

for its innovative approach to policy development and 

called it a “vanguard in the development and delivery 

of successful government programming.”44 A Canadian 

Diabetes Strategy was introduced in 1999 and is now 

managed by the Public Health Agency of Canada. Other 

programs include the Aboriginal Diabetes Initiative and 

a series of pilot projects focused on diabetes care for 

First Nations communities. The Integrated Strategy on 

Healthy Living and Chronic Disease has committed 

$300 million in federal funding over five years. Most 

importantly, under the Integrated Pan-Canadian Healthy 

Living Strategy announced in 2005, the government is 

aiming for a 20 per cent increase in the number of 

Canadians who are physically active, eat healthy foods 

and achieve a healthy body weight by 2015. An ounce 

of prevention is worth a pound of cure. We should 

therefore prevent, find and manage diabetes.

42 Dr. Peter Sargious, Medical Leader, Chronic Disease Management, 
Calgary Health Region. E-mail message to Glen Roberts, May 23, 
2007.

43 Health Council of Canada, Why Health Care Renewal Matters, p. 44.

44 Ibid., p. 66.
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Two outstanding questions remain: How much should 

we spend pursuing these goals and how will we ensure 

that we are making consistent progress? The development 

of a report showing Canada’s progress on its stated health 

goals is a good first step.

CANCER PROGRESS REPORT: QUIT 
SMOKING, EAT WELL, BE ACTIVE

As he set off on his “Marathon of Hope” in 1980, 

Canadian icon Terry Fox imagined what could happen 

if Canadians put their support behind cancer research. 

Since that time, we have made great strides in cancer 

care. Unfortunately, cancer continues to be a significant 

population health issue. Cancer is the leading cause of 

premature death in Canada, and the rising number of 

Canadians diagnosed with cancer continues to place 

significant demands on health systems. Progress on pre-

venting cancer and improving its management is still a 

somewhat unpredictable process, making it an ongoing 

health-care challenge for governments at home and abroad.

The impact that cancer has on the lives of patients, their 

families and the health-care system cannot be overstated. 

The long-term emotional, physical and psychological 

strain on individuals diagnosed with cancer, and their 

families, is profound. In all likelihood, just about every-

one in Canada has been touched by cancer in some way 

during his or her lifetime. One in four Canadians will 

die of cancer, with a slightly higher risk among men 

than among women.45 On average, 3,075 Canadians 

are diagnosed and 1,398 die of cancer every week.46 

Overall cancer mortality rates are highest in Atlantic 

Canada and Quebec, and are lowest in B.C. Once data 

reporting is adjusted for screening and reporting errors, 

a similar pattern is observed for the incidence of cancer.47

The cost of cancer care also places a heavy burden on 

the health-care system. One estimate finds that over the 

next 30 years, 2.4 million workers will get cancer and 

872,000 will die from the disease. (See box “Cancer.”) 

45 Canadian Cancer Society, Canadian Cancer Statistics, p. 13.

46 Canadian Cancer Society, “General Cancer Stats for 2007.” 

47 Canadian Cancer Society, Canadian Cancer Statistics, p. 13.

Cancer will cost the Canadian economy $177.5 billion 

in direct health care costs, $199 billion in corporate 

profits, $250 billion in taxation revenues and $543 bil-

lion in wage-based productivity.48 Cancer continues to 

exact a huge toll on the lives of Canadians; we must not 

lag behind other countries in our efforts to reduce the 

incidence and mortality associated with various types 

of cancer.

48 Smetanin and Koback, Interdisciplinary Cancer Risk Management.

Cancer is an umbrella term for an array of related diseases. 
It is a disease that is caused by poor control of cellular 
activity of a specific cell type or organ. Cancer is named 
after the originating site. Lung cancer, for example, is a 
life-threatening disease that is sometimes detected by a 
chest x-ray after it has already spread to other parts of the 
body. This report will focus on lung cancer. When most 
people think of cancer they invariably think of a tumour, 
although these terms are not synonymous. Tumours may 
be benign (non-cancerous) or malignant (cancerous), and 
can become metastatic (invasive cancer). Each responds to 
treatment in a very different way. It is believed that about 
half of all cancers are preventable. The leading causes of 
death due to cancer in Canada for the various types are 
listed in the table below.1

1 Canadian Cancer Society, Canadian Cancer Statistics, 
pp. 17–18.

Sources: The Conference Board of Canada; Canadian Cancer 
Society; Canadian Cancer Encyclopedia.

Cancer

Leading Causes of Cancer Deaths in Canada

Rank Males Females

1 lung lung

2 colorectal breast

3 prostate colorectal

4 non-Hodgkin’s 
lymphoma 
(tied with #5)

pancreatic

5 pancreatic 
(tied with #4)

ovarian
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lead to some cancers, other cancers (and their related 

risk factors) continue to be something of a mystery. 

However, whatever the state of our current research and 

knowledge, Canadians need to make the link between 

behaviours—such as poor eating habits, weight control, 

inactivity, alcohol and tobacco consumption—and can-

cer. More importantly, they need to make adjustments 

in their lifestyles to reduce risks. 

In our comparison with other countries, Canada fares 

especially poorly in results related to lung, breast, pros-

tate and cervical cancers, which may, in part, explain why 

female life expectancy in Canada earns a “C” grade and 

male life expectancy rates a “B.” Canada’s “D” grade for 

mortality due to lung cancer is particularly troubling. (See 

box “Lung Cancer.”) Paradoxically, in 2004, Canada 

also had the lowest smoking rate of the 17 comparator 

countries.

In this report card, we examine a limited number of input 

and outcome indicators related to cancer, based on OECD 

health data. The examination of these indicators provides 

us with a crude measure of the “cancer landscape” in 

Canada and can help us gauge our performance in rela-

tion to other countries. These data are supplemented with 

relevant information from other sources. (See Table 5.)

Outcome indicators related to cancer for our comparator 

group confirms the findings reported in Canadian Cancer 

Statistics 2006—that the rising number of new cases of 

cancer in Canada is a growing concern.49 The larger 

numbers of new cancer cases and deaths are attributed 

primarily to the increasing size of the population, as the 

baby-boom generation creates a bulge in the age struc-

ture.50 Although we know about some of the risks that 

49 Canadian Cancer Society, Canadian Cancer Statistics, pp. 13–14.

50 Ibid., p. 28.

Table 5
Cancer Output Indicators Report Card

Country
Mortality rate due 

to colon cancer
Mortality rate due 

to lung cancer
Mortality rate due 
to breast cancer

Mortality rate due 
to cervical cancer

Mortality rate due 
to prostate cancer

Colon cancer 
incidence

Lung cancer 
incidence

Breast cancer 
incidence

Cervical cancer 
incidence

Prostate cancer 
incidence

Australia � � � � � � � � � �

Austria � � � � � � � � � �

Belgium � � � � � � � � � �

Canada � � � � � � � � � �

Denmark � � � � � � � � � �

Finland � � � � � � � � � �

France � � � � � � � � � �

Germany � � � � � � � � � �

Ireland � � � � � � � � � �

Italy � � � � � � � � � �

Japan � � � � � � � � � �

Netherlands � � � � � � � � � �

Norway � � � � � � � � � �

Sweden � � � � � � � � � �

Switzerland � � � � � � � � � �

United Kingdom � � � � � � � � � �

United States � � � � � � � � � �

Source: The Conference Board of Canada.
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RESOURCES FOR CANCER DIAGNOSIS AND TREATMENT
Canada is well below the 17-country average when it 

comes to the number of MRI units—an important diagnos-

tic tool for many cancers. However, simply increasing 

the number of MRI units in Canada will not necessarily 

boost our ability to diagnose and treat cancer. First we 

need to understand how much of the MRI demand is 

truly appropriate and evidence-based. This means we 

need to begin collecting data on vital information such 

as the number of oncology care providers; the percentage 

of cancer patients receiving care according to approved 

clinical practice guidelines; access to the latest screening 

tools; the length of wait times for cancer treatment; and 

the availability of rehabilitation, psychosocial and palli-

ative care. 

The number of general practitioners in Canada is just 

slightly below the 17-country average. It is important 

to recognize that general medical practices and primary 

health care are the foundation for the prevention of and 

screening for chronic diseases like cancer. Although the 

federal government’s Primary Health Care Transition 

Fund recently wrapped up, the lessons learned must not 

be forgotten—quality primary health care and the use of 

tools—such as electronic health records—will be key to 

the success of Canada’s cancer control efforts. As well, 

the low number of specialists in Canada may signal a 

shortage of oncologists to treat cancer. However, the 

OECD does not track data at this level of granularity, 

making it difficult to compare countries. In addition to 

having a sufficient number of primary and specialist 

health-care providers, we need to ensure that they are 

working together and have access to the tools that will 

allow them to work smarter, not harder. 

GOVERNMENT RESPONSE
In its Progress Report on Cancer Control in Canada, 

Health Canada contends that the future of cancer control 

must include a commitment to health promotion, pre-

vention and screening programs; better national and 

provincial planning and integration; and enhanced palli-

ative care capacity.51 In 2005, the WHO recommended 

that every country implement a comprehensive cancer 

51 Health Canada, Progress Report on Cancer Control in Canada, p. 7.

Like all other types of cancer, lung cancer is not a single entity. Lung cancer 
has two main types: small-cell lung cancer and non-small-cell lung cancer; the 
latter accounts for about 85 to 90 per cent of lung cancers. Metastasis is much 
more common in small-cell lung cancer. Risk factors for both diseases include 
smoking, high levels of arsenic in drinking water, exposure to asbestos and 
radon, and cancer-causing agents in the workplace. Other factors include a per-
sonal and family history of lung cancer, insufficient consumption of fruits and 
vegetables, and (in some cities) air pollution. Screening tests for lung cancer 
are currently not available, although the use of positron emission tomography 
technology in the U.S. is showing some promise.1 The use of this technology in 
Canada is limited, probably because of incomplete evidence about its benefits, 
our general slow adoption of new technologies, the high cost of purchasing and 
running the scanner, and the difficulty associated with managing its use once 
it is introduced into the health-care system. Treatment for lung cancer typically 
includes radiation therapy, chemotherapy and surgery, although surgery is 
rarely indicated in small-cell lung cancer due to its invasive nature. The treat-
ment approach taken for each cancer type is dependant on the cellular pathol-
ogy and staging of the cancer. The best way to prevent lung cancer is to refrain 
from smoking and to avoid second-hand smoke. 

According to the Canadian Cancer Encyclopedia, the probability of dying from 
lung cancer is 1 in 12 for men and 1 in 19 for women.2 Lung cancer remains 
the leading cause of premature death due to cancer in Canada, accounting for 
29 per cent of cancer deaths in men and 26 per cent in women.3 According 
to Canadian Cancer Statistics 2006, the total number of lung cancer cases 
for men and women is greater than the number of prostate and breast cancer 
cases combined; lung cancer remains by far the most frequent cause of death 
from cancer.4 Lung cancer is the second leading type of cancer in women (after 
breast cancer).5 Among men, the Canadian Cancer Society (CCS) has found that 
lung cancer rates levelled off in the mid-1980s and have consistently declined 
since, reflecting a drop in tobacco consumption that began in the mid-1960s. 
As a result, prostate cancer now replaces lung cancer as the most prevalent 
form of cancer among men. It is believed that women have yet to show the 
effects of the decline in smoking rates that began in the mid-1980s.6

Canada has waged a very successful battle to reduce smoking rates; our rates 
have declined dramatically since the 1960s, compared with the 16 other com-
parator countries. This underlines an important fact pointed out by the CCS: 
there is often a long interval between exposure to risk factors such as smoking 
and the point at which cancer is detected. 

1 American Cancer Society, “Overview: Lung Cancer—Non-Small Cell.”

2 Canadian Cancer Society, Canadian Cancer Encyclopedia, “Lung Cancer,” 
http://info.cancer.ca/E/CCE/cceexplorer.asp?tocid=26.

3 Canadian Cancer Society, Canadian Cancer Statistics, p. 16.

4 Ibid., p. 16.

5 Ibid., p. 29.

6 Ibid., p. 29.

Sources: The Conference Board of Canada; American Cancer Society; Canadian Cancer 
Society. 

Lung Cancer
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control program.52 Many—such as Australia, New 

Zealand, Ireland, France and the U.K.—have. The 2006 

federal budget confirmed the Government of Canada’s 

commitment to implementing the Canadian Strategy for 

Cancer Control. This five-year, $260-million investment 

is intended to improve screening, prevention and research, 

and to help coordinate activities among provinces, terri-

tories and Canada’s leading cancer organizations. 

Individual provinces are taking action. In 2006, Cancer 

Care Ontario released its Report on Cancer 2020, which 

presented an action plan for cancer prevention and 

detection. The Cancer Quality Council of Ontario has 

established a cancer system quality index that provides 

a snapshot of activity in 25 key indicators under the 

categories of access, outcomes, evidence, efficiency 

and measurement. This will help the province bench-

mark its progress toward cancer control.

As Terry Fox envisioned, we have made much progress 

in the area of cancer detection and therapy. But we still 

have more work to do. We need more research to develop 

a better understanding of the unique causes of each type, 

grade and stage of cancer. We need to advance the use 

and development of screening and detection tools; we 

need to develop better management and self-management 

programs built on an extensive data warehouse (including 

new indicators suggested by the OECD).53 The improved 

52 Ibid., p. 10.

53 An OECD expert panel has recently recommended the inclusion of 
an additional 13 indicators in its data sets. Those related to cancer 
include: breast cancer survival, mammography screening, cervical 
cancer survival, cervical cancer screening, colorectal cancer survival, 
incidence of vaccine-preventable diseases and smoking rates. 

uptake of innovative technologies is a must. The concerted 

effort by governments in the area of cancer is noteworthy, 

but governments need to make the receipt of disease-

specific funding contingent on the investment of these 

funds in a broad chronic disease strategy (i.e., the 

Wagner Model).54

If the health-care system is to respond to even moderate 
increases in chronic disease, the machinery of health 
care must shape itself around this challenge now. 

CONCLUSION

The proportion of Canadians over 65 years of age is 

expected to reach 20.4 per cent by the year 2025—double 

the proportion in 1980. Unless Canadians commit to 

taking action that supports their health and prevents a 

massive wave of chronic disease (such as diabetes and 

cancer), the burden of caring for aging parents will be 

the largest, and most harsh, legacy we leave our children. 

If the health-care system is to respond to even moderate 

increases in chronic disease, the machinery of health 

care must shape itself around this challenge now. The 

new business model for health care must be the preven-

tion and management of chronic disease.

54 Sargious, Primary Health Care Transition Fund, p. 14.



HIGHLIGHTS

Canada earns a “B” in the 

Society domain, with a 

10th-place ranking out 

of 17 countries. Canada 

ranks not only below the 

Nordic countries, but also 

below the Netherlands, 

Austria, Germany and 

France. We are not living 

up to our reputation or 

our potential.

While Canada gets no 

failing grade on any indi-

cator, our six “C” rankings 

are troubling, particularly 

our low ranking on child 

poverty.

•

•

The countries that top the 

Society domain are those 

that spend a larger share 

of GDP on social programs 

than Canada does. Of the 

17 comparator countries, 

we rank 14th on publicly 

mandated social spending 

as a percentage of GDP, 

12th on social spending 

toward working-age 

people as a percentage 

of GDP and 15th on 

spending on active labour 

market programs as a per-

centage of GDP.

• Canada’s successful 

experience in reducing 

poverty among the elderly 

demonstrates that, given 

the political will, we could 

successfully address our 

social challenges.

•

9 �
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�
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INTRODUCTION

Achieving the goal that the Conference 

Board sets out in A Report Card on Canada—

“a high and sustainable quality of life for all 

Canadians”—requires much more than economic suc-

cess alone. It involves attention and commitment to a 

variety of elements, including a clean and safe environ-

ment, a skilled and highly literate population, an inno-

vative culture, good health and cohesive communities. 

With that in mind, this chapter assesses Canada’s per-

formance in the Society domain—using 15 output indi-

cators across the three dimensions of self-sufficiency, 

equity and social cohesion. (See Table 1.)

While Canada gets no “failing” grade—“D”—on any 
Society indicator, our six “C” rankings are troubling, 
particularly our ranking on child poverty. 

Canada ranks 10th overall in this domain. (See Table 2.) 

Our position below the Nordic countries is not surprising; 

what is surprising is our position below the Netherlands, 

Austria, Germany and France. While some will no doubt 

take comfort in the fact that the mantra of being a “kinder 

and gentler” place than the United States is supported by 

the data, 10th place does not live up to our potential.

While Canada gets no “failing” grade—“D”—on any 

indicator, our six “C” rankings are troubling, particularly 

our ranking on child poverty. (See Table 3.) In Canada, 

according to OECD statistics, one child in seven lives in 

poverty. Our record on crime is also disturbing—we have 

17 times the rate of assaults as the top-ranked country, 

seven times the rate of burglaries, and three times the 

rate of homicides. The “A” for homicides on Canada’s 

report card should not mislead us. We get an “A”—as 

do 14 other comparator countries—only because the 

U.S. homicide rate is so much higher than the rates in 

other countries—four times the Canadian rate.

Chart 1 provides a snapshot of Canada’s Society per-

formance on the 15 output indicators relative to the best 

performing country and the 17-country average. Chart 1 

has 15 axes—one for each indicator—that radiate out 

from the centre. A score of 0 represents the worst perform-

ance and a score of 100 represents the best performance. 

It is immediately apparent that Canada is not the best 

(nor the worst) performer on any of the indicators. The 

areas that stand out as needing the most improvement 

are related to equity (the child poverty and working-age 

poverty rates), and social cohesion (voter turnout and 

assaults against persons). Other indicators—such as the 

elderly poverty rate and intergenerational mobility—are 

in good shape; their scores are close to 100.

Society
Not Living Up to Our Reputation

CHAPTER 9
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Table 1
Society Indicators

Indicators Self-sufficiency Equity Social cohesion

Output Proportion of young people 
aged 20 to 24 neither in school 
nor at work
Personal income of disabled 
persons relative to that of 
non-disabled persons

�

�

Poverty rate of elderly people
Child poverty rate
Poverty rate of working-age 
population
Income inequality (Gini coefficient)
Intergenerational mobility
Gender empowerment index

�
�
�

�
�
�

Voter turnout
Trust in political institutions 
(parliament)
Homicide rate
Recorded burglary rate
Recorded assault rate
Life satisfaction
Social isolation

�
�

�
�
�
�
�

Input Labour market outcomes
Education outcomes
Health outcomes

�
�
�

Mothers in paid employment
Child-care costs
Net total social expenditure as 
a percentage of GDP
Old-age dependency ratio

�
�
�

�

Policy Spending on active labour market 
programs as a percentage of GDP
Public incapacity-related cash 
spending as a percentage of GDP

�

�

Pension promise (pension level as 
a percentage of economy-wide 
average earnings)
Replacement rate (the proportion 
of net income from work that is 
replaced by unemployment and 
related welfare benefits)
After-tax minimum wage as a 
percentage of the net average wage
Non-health public social spending 
toward working-age population as a 
percentage of GDP
Net publicly mandated social 
spending as a percentage of GDP
Growth in total real social spending

�

�

�

�

�

�

Source: The Conference Board of Canada.
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SELF-SUFFICIENCY: BETTER THAN AVERAGE

We chose two self-sufficiency indicators to measure the 

active participation and autonomy of individuals within 

the economy and society. For most people, employment 

participation is probably the most important means of 

achieving self-sufficiency. While Canada’s relatively low 

unemployment rate (discussed in Chapter 4) implies that 

our economy is doing a good job at ensuring that people 

who want to work are able to do so, the situations of two 

vulnerable sub-populations—youth and the disabled—

are often masked by the overall numbers.1

YOUTH
When young people (here defined as those aged 20 to 

24 years old) are neither at school nor at work, it implies 

that they have not made the transition from formal 

schooling to work as quickly or as seamlessly as pos-

sible. With 14 per cent of youth neither in school nor 

employed, Canada rates a “B” on this indicator. As 

noted in Chapter 7, there is a sizable proportion of 

1 Another vulnerable group, Aboriginal people living in Canada, will 
be the subject of an upcoming benchmarking report under the 
banner of How Canada Performs. 

Table 2
Society Domain Report Card

Rank Country Grade

1 Norway �

2 Denmark �

3 Netherlands �

4 Sweden �

5 Switzerland �

6 Austria �

7 Finland �

8 Germany �

9 France �

10 Canada �

11 Belgium �

12 Ireland �

13 Australia �

14 United Kingdom �

15 Italy �

16 Japan �

17 United States �

Source: The Conference Board of Canada.

Chart 1
Society Domain: Canada Relative to the 17-Country Average and the 
Best Performing Country for Each Indicator
(normalized data*)

*The normalization formula converts the data into a number from 0 (worst) to 100 
(best), even in cases where a higher value for the original indicator data indicates a 
poor performance (e.g., the child poverty rate). 
Source: The Conference Board of Canada.
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Table 3
Society Output Indicators Report Card

Self-sufficiency indicators Equity indicators Social cohesion indicators

Proportion of 
young people aged 

20–24 neither in 
school nor at work

Personal income 
of disabled 

persons relative 
to that of non-

disabled persons
Poverty rate of 
elderly people

Child 
poverty 

rate

Poverty rate of 
working-age 
population

Income 
inequality 

(Gini 
coefficient)

Inter-
generational 

mobility

Gender 
empowerment 

index*
Voter 

turnout

Trust in 
political 

institutions 
(parliament)

Homicide 
rate

Recorded 
burglary rate

Recorded 
assault rate

Life 
satisfaction

Social 
isolation

Australia � � � � � � � � � � � � � � n.a.

Austria � � � � � � n.a. � � � � � � � �

Belgium � � � � � � n.a. � � � � � � � �

Canada � � � � � � � � � � � � � � �

Denmark � � � � � � � � � � � � � � �

Finland � � � � � � � � � � � � � � �

France � � � � � � � n.a. � � � � � � �

Germany � � � � � � � � � � � � � � �

Ireland � � � � � � n.a. � � � � � � � �

Italy � � � � � � � � � � � � � � �

Japan n.a. n.a. � � � � n.a. � � � � � � � �

Netherlands � � � � � � n.a. � � � � � � � �

Norway � � � � � � � � � � � � � � n.a.

Sweden � � � � � � � � � � � � � � �

Switzerland � � � � � � n.a. � � � � � � � n.a.

United Kingdom � � � � � � � � � � � � � � �

United States � � � � � � � � � � � � � � �

*A composite index measuring gender equality in three basic dimensions: economic participation and decision-making, political participation, 
and decision-making and power over economic resources.
Source: The Conference Board of Canada.
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Chart 2
Public Incapacity-Related Cash Spending as a Percentage of GDP, 2003
(per cent)

Source: OECD.
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young people leaving the school system without the 

skills and experience needed to move into a career path 

that will ensure lifelong self-sufficiency. Compared 

with their peers, these youth are at greater risk of 

unemployment, poverty and social exclusion through-

out their lives.

Much policy discussion has centred on what to do about 

persistently high rates of youth unemployment. Two 

approaches have been adopted, in varying degrees, in 

OECD countries; one focuses on increasing participa-

tion in schooling, and the other on active labour market 

programs to help youth find jobs. Canada receives a 

“trailing” rating on its share of GDP devoted to active 

labour market programs. (See Table 4.)

PERSONS WITH DISABILITIES
A second at-risk group is persons with disabilities. In 

Canada, their income is 85 per cent of that of their non-

disabled peers—giving Canada an “A” rating on this indi-

cator. This income proportion is significantly higher than 

that in Australia (44 per cent) and the U.S. (59 per cent), 

but lower than in Sweden (96 per cent). The high relative 

income of disabled persons in Sweden and other Nordic 

countries is generally attributed to a system of generous 

cash benefits provided to those who need them. (See 

Chart 2.) Canada earns a “trailing” rating on this policy 

indicator. 

The success of the Nordic system of disability protection 

has been questioned on various grounds, mainly related 

to the fact that these countries rely more on cash benefits 

Table 4
Society Policy Indicators Report Card

Spending on active labour market 
programs as a percentage of GDP

Public incapacity-related cash 
spending as a percentage of GDP

Pension promise (pension level 
as a percentage of economy-wide 

average earnings) Replacement rate

After-tax minimum 
wage as a percentage 

of the net average wage

Non-health public social spending 
toward working-age population 

as a percentage of GDP

Publicly mandated 
social spending as 

a percentage of GDP
Growth in total real 

social spending

Australia trailing in the pack trailing in the pack leading in the pack in the pack trailing

Austria trailing in the pack leading leading n.a. in the pack in the pack trailing

Belgium leading in the pack trailing leading leading n.a. leading trailing

Canada trailing trailing trailing trailing in the pack trailing trailing trailing

Denmark leading in the pack trailing leading n.a. leading in the pack trailing

Finland in the pack in the pack leading in the pack n.a. leading in the pack trailing

France in the pack trailing in the pack leading leading in the pack leading trailing

Germany in the pack trailing trailing leading n.a. in the pack leading trailing

Ireland in the pack trailing trailing in the pack leading trailing trailing leading

Italy in the pack trailing leading trailing n.a. trailing leading trailing

Japan trailing trailing in the pack leading trailing trailing trailing in the pack

Netherlands in the pack leading leading leading leading in the pack in the pack trailing

Norway in the pack leading in the pack in the pack n.a. in the pack in the pack trailing

Sweden leading leading leading in the pack n.a. leading leading trailing

Switzerland in the pack in the pack in the pack leading n.a. in the pack n.a. trailing

United Kingdom trailing in the pack trailing in the pack in the pack in the pack in the pack trailing

United States trailing trailing trailing trailing trailing trailing trailing in the pack

Source: The Conference Board of Canada.
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and less on employment integration (through regulations 

that ensure accessibility and combat discrimination).2 

Indeed, the rate of employment of disabled persons, a 

sign of self-sufficiency and inclusion, is higher in Canada 

(56 per cent) than the rate in the Nordic countries—

Finland (38 per cent), Norway (45 per cent), Denmark 

(48 per cent), and Sweden (53 per cent).

OECD countries show marked differences in their 

approaches to ensuring financial self-sufficiency for 

persons with disabilities. Some rely more on compen-

sation through income transfers; others are more active 

in ensuring that people with disabilities can success-

fully integrate into the labour market. Chart 3 maps 

two indices for the 13 comparator countries included in 

the OECD’s analysis for 2000.3 It shows that Canada, 

the United Kingdom and the U.S. provided much less 

2 Hvinden, “Nordic Disability Policies in a Changing Europe,” 
pp. 170–189.

3 The Index of Compensation takes into account 10 policy parameters 
related to the extent of coverage of the benefit system, levels and 
duration. The Index of Integration measures 10 policy parameters 
related to access to employment and training programs, work incen-
tives, and the prevalence of subsidized employment programs. For 
each index, each of the 10 parameters is ranked on a scale of 0 to 
5, meaning that the top score on each index is 50. A high score on 
the Index of Compensation means that the country is “generous” 
in supporting people with disabilities; a high score on the Index of 
Integration means that the country has a strong focus on integrat-
ing disabled persons into the workforce. OECD, Sickness, Disability 
and Work, p. 146.

financial support to disabled persons than Norway and 

Sweden did. Denmark and Germany focused strongly 

on policies that promoted employment. Norway deployed 

both policy tools; it was characterized by a generous 

disability compensation system and a strong integration 

policy focus. 

OECD countries show marked differences in their 
approaches to ensuring financial self-sufficiency for 
persons with disabilities. 

Over time, however, most OECD countries have strength-

ened their integration policy elements and made their 

compensation policies less generous.4 (See box “Moving 

From a Benefit to an Integration Orientation in OECD 

Countries.”) The arrows in Chart 4 mark this shift in 

two of our comparator countries between 1985 and 

2006.5 The OECD states that the transformation of dis-

ability schemes from passive benefits to active support 

systems that promote work is promising, but that more 

reform is needed.6

4 Ibid., p. 148.

5 The OECD plans to release a second report later this year that 
will update the indexes for Australia, Luxembourg, Spain and the 
United Kingdom, and a third report in 2008 will cover Denmark, 
Finland, Ireland and the Netherlands.

6 OECD, Sickness, Disability and Work, p. 12.

Tightening access to disability benefits
reduce benefit levels
establish stricter medical and (or) legal 
assessment procedures
abolish “own” occupation assessment
place emphasis on temporary benefits
develop new ways of dealing with partial disability

Promoting employment integration
introduce and foster anti-discrimination legislation
increase employers’ obligations toward disabled people
streamline administration and individualization of 
case management
increase work incentives for disabled people

Source: Förster, “From Disability to Ability.”
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Chart 3
Disability Policy Typology, 2000
(index from 0 to 50, with 50 being the top score)

Source: OECD.
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EQUITY: A PASSING GRADE

Equity has two broad dimensions: equality of outcome 

and equality of opportunity. We used four indicators 

to measure equity: poverty rates, income inequality, 

gender empowerment, and intergenerational mobility. 

Canada squeezes by with a “passing” grade in the 

equity dimension of the Society domain with two “A”s, 

one “B,” and three “C”s. 

POVERTY
The statistics on poverty reveal an interesting outcome 

for Canada. In most OECD countries, poverty is highest 

among children and the elderly, and lowest among the 

working-age population. In Canada, however, the 4.3 per 

cent poverty rate among the elderly is much lower than 

among the other two cohorts. (See Chart 5.)

The reduction in the elderly poverty rate over the past 
three decades has been called “the major success story 
of Canadian social policy in the twentieth century.”

Canada does extremely well relative to other OECD 

countries on ensuring an adequate standard of living for 

its elderly. Dalhousie University economics professor 

Lars Osberg has called the reduction in the elderly pov-

erty rate over the past three decades “the major success 

story of Canadian social policy in the twentieth century.”7 

(See Chart 6.) The reason, according to Osberg, is 

Canada’s publicly supported retirement security system, 

comprising a universal component (Old Age Security), 

a negative income tax (Guaranteed Income Supplement), 

and an earnings-related component (Canada/Quebec 

Pension Plan). The first two establish an income floor 

that is available to all, regardless of participation in the 

paid labour force. In contrast, the U.S. system relies 

almost entirely on the earnings-related pension com-

ponent and, Osberg notes, “replicates in old age much 

more of the inequality in earnings observed during the 

working years.”8 That said, the actual level of pension 

7 Osberg, “Poverty Among Senior Citizens,” p. 170. 

8 Ibid., p. 170. 

Chart 4
Disability Policy Typology Changes, 1985–2006
(index from 0 to 50, with 50 being the top score)

Source: OECD.
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income relative to average earnings is lower in Canada 

than in many of the comparator countries—we earn a 

“trailing” designation on this policy indicator. In addition, 

Canada will face challenges sustaining the old-age sup-

port system in the coming decades because of its rapidly 

aging population. As noted in Chapter 3, the share of the 

population over the age of 65 is expected to increase from 

its current rate of 13 per cent to 22 per cent in 2030.

Child Poverty
While Canada’s elderly poverty rate fell by 30 percentage 

points between 1971 and 2000, the child poverty rate fell 

by only 5 percentage points over the same time period. 

(See Chart 6.) At 13.6 per cent, our child poverty rate is 

higher than the 17-country average.9 The lowest rates of 

child poverty are found among the Nordic countries with 

strong traditions of wealth distribution. Canada rates a 

“C” on this indicator.

9 The poverty rate among First Nations children is even bleaker—it 
is estimated that one in four children in First Nations communities 
live in poverty. Assembly of First Nations, The Shocking Reality.

The OECD poverty rates used in this report are calcu-

lated by measuring the proportion of the population 

(working age, elderly, children) that are living in house-

holds where disposable income is less than half the 

median of a given country. The year 2000 is the last 

year available in the OECD data set. Statistics Canada, 

however, publishes more recent poverty rates for Canada 

using a different measure of poverty—the low-income 

cutoff (LICO). The LICO is the income level at which 

a family may be in straitened circumstances because it 

has to spend a greater proportion of its income on neces-

sities than the average family of similar size. The child 

poverty rate, according to the LICO definition, fell by 

nearly 2 percentage points between 2000 and 2005. 

This decline may be due to the impact of the introduc-

tion, in 1998, of the Canada Child Tax Benefit and the 

more recent federal and provincial measures. (See box 

“Tackling Poverty.”)

While Canada’s elderly poverty rate fell by 30 percentage 
points between 1971 and 2000, the child poverty rate fell 
by only 5 percentage points over the same time period. 

Two household characteristics have been singled out as 

contributing to child poverty: single parenthood and the 

employment status of the parent(s). Relative poverty 

rates are highest among single parents, particularly non-

working single parents. In Canada, the replacement rate 

(the proportion of net income from work that is replaced 

by unemployment and related welfare benefits10) for a 

non-working lone parent with two children is 55 per 

cent—only the U.S. has a lower rate. Both countries 

earn a “trailing” designation on this policy indicator.

10 The rates are calculated for families whose principal earner is not 
working and take into account unemployment, family and housing 
benefits.

Recent federal and provincial initiatives have targeted 
Canada’s high child and working-age poverty rates. Some 
of the key initiatives are described below. 

The 2007 federal budget introduced a new non-refund-
able child tax credit; allocated $550 million for a new 
working income tax benefit; and increased the spousal 
credit for families with one wage.
The 2007 Ontario Budget introduced a new Ontario 
Child Benefit along with plans to help the working poor 
(by increasing Ontario’s minimum wage) and to assist 
low-income families (with three new affordable housing 
initiatives).
The 2006 federal budget introduced a Universal Child 
Care Benefit and a new employment income tax credit.
The 2003 federal budget increased the National Child 
Benefit supplement component of the Canada Child Tax 
Benefit for low-income families.

Sources: Federal and provincial budget documents.
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In two-parent households, the child poverty rate falls from 

75 per cent to 23 per cent when one of those parents is 

employed.11 In single-parent households, relative poverty 

rates in Canada are reduced dramatically if that single 

parent is employed—from 90 per cent to 27 per cent. 

(See Chart 7.) A range of policies can support higher 

employment rates among women with children, including 

gender pay equity, public child-related leave arrangements 

and subsidized childcare. These policies are particularly 

evident in Nordic countries, where maternal employment 

rates are, on average, about 12 percentage points higher 

than those in Canada.

POVERTY POLICY
One country that has been successful in making inroads 

on child poverty is the United Kingdom. In 1999, it set out 

on a 20-year mission to end child poverty—by strength-

ening early learning, education, affordable housing and 

health services; and by increasing the minimum wage 

and child benefits. The original target was to halve child 

poverty by 2010, and to end it by 2020. While the child 

11 OECD, Society at a Glance: OECD Social Indicators—2005 Edition, 
p. 57. 

poverty rate in the U.K. is still higher than that in Canada, 

they have reduced their rate by 17 per cent between 1998 

and 2005.12

Another country getting positive press on its success in 

reducing poverty is Ireland.13 The 1997 Irish National 

Anti-Poverty Strategy was comprehensive in scope, set-

ting hard poverty reduction targets and addressing the 

related issues of income, education, employment, health 

and housing among children, women, older people, urban 

and rural dwellers, and people with disabilities.14 The 

Irish poverty rate remains above the Canadian rate, but 

Irish government statistics reveal some success in tack-

ling poverty. 

12 Joseph Rowntree Foundation, What Will It Take to End Child 
Poverty in the UK? 

13 Arising from commitments made at the UN World Summit for Social 
Development in 1995, the Irish government approved the develop-
ment of a National Anti-Poverty Strategy (NAPS). The 10-year 
strategy was launched in April 1997 following wide-ranging con-
sultation with the social partners. A NAPS Unit, based in the 
Department of Social, Community and Family Affairs, was estab-
lished to coordinate implementation of the strategy.

14 Potter, “The Irish Miracle,” p. A18.

Chart 7
Child Poverty Rates by Household Type, 2000
(per cent)

Source: OECD.
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The debate about the most effective way to reduce 

poverty—particularly child poverty—revolves around 

the appropriate balance between a “benefits strategy” 

(increasing the income benefits of low-income families 

with children) and a “work strategy” (adopting policies 

that encourage employment in low-income families with 

children). The debate hinges on the apparent trade-off 

between ensuring adequate income assistance for these 

families and providing incentives for people to work 

and provide for themselves. A recent OECD study on 

the effectiveness of child poverty strategies in OECD 

countries concluded that some combination of both 

strategies is needed: “[W]hile encouraging employment 

of the jobless and increasing the share of two earner 

families is likely to be an essential part of any effective 

policy to reduce child poverty, complementary strategies 

are required. That is, as well as effectively encouraging 

employment, [income benefits] policies are needed to 

reduce poverty among working families.”15 (See box 

“The OECD Study on the Effectiveness of Policies to 

Reduce Child Poverty.”)

Tax policy measures can affect the incentive for low-wage 
workers to seek employment. 

The poverty rate among the working-age population in 

Canada is relatively high compared with the rates for 

the 16 peer countries in our comparator group; Canada 

rates a “C” on this indicator. The Conference Board has 

argued that a crucial element in improving the social 

cohesiveness of Canadian cities is ensuring that working-

age adults have salaries adequate to live on—or, if they 

are not employed, that they can maintain a decent stan-

dard of living and take advantage of incentives to move 

into the workforce.16 In a study of minimum wages and 

the tax treatment of low-wage employment, the OECD 

notes that tax policy measures can have a sizable impact 

on the net earnings available to low-wage workers and 

thus affect the incentive for these workers to seek 

employment. Canada receives an “in the pack” rating 

15 Whiteford and Adema, What Works Best in Reducing Child 
Poverty, p. 4.

16 Brender et al., Mission Possible, p. 51.

The OECD simulated the effects on child poverty rates of improving the tax 
and benefits systems for low-income families versus the impact of increasing 
employment among parents in low-income families.

The analysis showed that, if tax and benefits systems could be made as effective 
as those in the third best performing country in terms of the proportional reduc-
tion in child poverty (Sweden, with a reduction of 78 per cent), the average OECD 
child poverty rate would be more than halved from 10.2 to 4.3 per cent, and no 
OECD country would have a child poverty rate above 7 per cent. For Canada, 
the child poverty rate would be reduced from 13.6 per cent to 4.7 per cent. 

A second simulation tracked the impact on child poverty if all OECD countries 
reduced the number of jobless households to the level in the country with the 
third lowest level of jobless households (Portugal). Child poverty fell, on aver-
age, from 10.2 to 9 per cent. In some countries the effects were small—for 
example, the U.S. child poverty rate fell only from 18.4 to 17.8 per cent. The 
most pronounced effect—a drop of 3.8 percentage points—occurred in Ireland. 
Canada’s child poverty rate fell by 1.2 percentage points.

The study concludes:

On the surface, a pure “benefit strategy” appears more effective in 
reducing poverty than a “work strategy”, but this conclusion is substan-
tially complicated by the fact that most countries would have to spend 
considerably more than the benchmark country (Sweden), which has 
a below average level of child poverty before taxes and transfers and 
already spends much more than the OECD average on family payments 
and on other benefits to people of working age. These considerations 
point to the obvious conclusion that policy choices in this area should 
not be seen as choosing between either work or benefits, but require 
a balanced approach that encourages increased employment among 
parents and also increases the rewards of paid work at the same time.

In this context two points are relevant: first, in virtually all countries 
nonemployed families are the most economically disadvantaged, so 
increased employment will assist those who are among the most dis-
advantaged; and second, a policy of encouraging employment is likely 
to be a pre-requisite for public and political support for more effective 
redistribution to the poor.

Perhaps the starting point for thinking about these issues is first to 
determine what policies are needed to ensure that families are not poor 
when they are in paid work, to develop and structure policies to support 
families in earning more than the poverty line, and then to consider 
reforms to out of work benefits that are consistent with the goal of 
supporting work effort.

Source: Whiteford and Adema, What Works Best in Reducing Child Poverty, pp. 36–37.

The OECD Study on the Effectiveness of Policies to Reduce 
Child Poverty
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on the policy indicator that measures the tax incentive 

for low-income people to work—the after-tax value of 

the hourly minimum wage as a percentage of the net 

average wage. (See Table 4.)

The relationship between social spending and poverty 

rates is striking. For example, among the working-age 

population, relative poverty rates are lowest among 

countries where social spending on the working-age 

population is highest. Compared with the other OECD 

countries in our benchmarking group, Canada’s working-

age poverty rate is high and its rate of social spending 

as a share of GDP is low. (See Chart 8.) At 5.8 per cent, 

our performance on this policy indicator earns us a 

“trailing” designation. One study concluded that the com-

bined effect of the tax and benefits systems in OECD 

countries lifts more than half of the at-risk population 

out of relative income poverty.17

Equity has two broad dimensions. Most equity indicators 

measure equality of outcomes; the other broad dimen-

sion of equity is equality of opportunity. One measure 

of equality of opportunity is intergenerational mobility, 

defined as the extent to which outcomes of individuals 

17 Förster and d’Ercole, Income Distribution and Poverty in OECD 
Countries, p. 28.

differ from those of their parents, which in turn can be 

seen as an indicator of a society’s openness (or how easy 

it is to break out of the class you were born into). The 

OECD notes that, in general, transmission mechanisms 

operate through parents’ capital (financial, human and 

social) as well as through their intelligence, personality, 

lifestyle and behaviour. Outcomes affected include such 

factors as family income, earnings, wealth, education 

and occupations.18 The OECD recently published data 

on intergenerational earnings mobility. Canada, Australia, 

Denmark, Finland and Norway get “A”s, while the U.S., 

Italy and the U.K. each score a “D” grade.

Compared with the other OECD countries in our bench-
marking group, Canada’s working-age poverty rate is high 
and its rate of social spending as a share of GDP is low. 

Although there is no consensus in the literature, there is 

some evidence to suggest that countries with low inter-

generational earnings mobility also have the high levels 

of income inequality measured at a particular moment 

18 OECD, Society at a Glance: OECD Social Indicators—2006 Edition, 
p. 74.

Chart 8
Poverty in the Working-Age Population Relative to Social Spending, 2000 
(poverty rate—per cent; social spending—non-health public social spending toward working-age population 
as a percentage of the country’s GDP)

Source: OECD.
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in time.19 Canada and Australia appear to be the excep-

tions, with high intergenerational mobility and high 

income inequality.20

A high voter turnout is considered to be preferable to a 
low turnout because it means that the system will reflect 
the interests of a larger share of the population.

Canada’s ranking on income equality is only a “C.” 

The most commonly used summary indicator of income 

inequality is the Gini coefficient of income concentration. 

The values of this indicator range between 0 (in the case 

of complete equality—that is, all individuals get the 

same share of income) and 100 (in the case of complete 

inequality—that is, all income goes to one small segment 

of the population). The Nordic countries have the lowest 

Gini coefficient levels of inequality; the U.S. has the high-

est. Canada’s Gini coefficient is above the 17-country 

average, indicating that Canada has a higher than aver-

age degree of income inequality. 

SOCIAL COHESION: A BELOW-AVERAGE 
PERFORMANCE

Social cohesion is difficult to define and measure. It is 

assessed in this report through indicators that measure 

the extent to which people participate in their com-

munities (voting, isolation) and how they feel about 

their lives and communities (trust in parliament, life 

satisfaction), as well as indicators that report on the 

breakdown of community life (homicides, burglaries, 

19 d’Addio, Intergenerational Transmission of Disadvantage, p. 69.

20 The OECD paper notes that the Australia and Canada anomaly 
“may be due to immigration—there is evidence that immigration 
increases both current inequality and income mobility—but also 
to the interventions made in early education and care and on dis-
advantaged individuals as well. Another explanation is that this is a 
temporary situation: it is possible that in future greater immobility 
between generations could be expected to increase.” d’Addio, 
Intergenerational Transmission of Disadvantage, p. 69.

and assaults). Indicators in other domains also reflect 

levels of social cohesion, including the suicide rate 

in the Health domain, the unemployment rate in the 

Economy domain and the proportion of youth not com-

pleting high school in the Education and Skills domain. 

Canada’s overall rating on the social cohesion dimen-

sion is below average, with only one “A,” three “B”s, 

and three “C”s.

VOTER TURNOUT
One indicator commonly used to measure social cohesion 

is the proportion of individuals who participate in the 

political system. Voter turnout rates—the percentage of 

eligible voters who cast a ballot in a national election—

vary markedly across the comparator countries, from a 

high of 89 per cent in Belgium, to a low of 35 per cent 

in Switzerland. Canada rates a “C” on this indicator: only 

the U.S. and Switzerland have lower rates. (See Table 3.)

The tricky part of interpreting voter turnout rates is 

determining the underlying influences. A low turnout 

may be due to everything from disillusionment or indif-

ference to satisfaction with the way the country is run. 

Conversely, a high turnout rate may reflect compulsory 

voting laws (as in Australia and Belgium) or coercion 

(as is in the 2002 referendum in Iraq, which claimed to 

have 100 per cent participation21). Voter turnout is, gen-

erally, higher among countries with compulsory voting 

and therefore may not always be a reliable indicator of 

social cohesion. However, the vast majority of analysts 

consider a high turnout, in a democracy, to be prefer-

able to a low turnout because it means that the system 

will reflect the interests of a larger share of the popula-

tion.22 (See box “Australia and Switzerland: What Do 

Voter Turnout Statistics Tell Us?”)

The “trust in parliament” indicator provides a balance 

to the voter participation indicator. It offsets the results 

for the voter turnout indicator that may be reflecting 

21 CNN.com, “Saddam Gets Perfect Poll Results.” 

22 Lijphart, “Unequal Participation,” pp. 1–14.
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aspects other than social cohesion, as in the case of the 

compulsory systems in Belgium and Australia. Indeed, 

both of these countries report lower than average trust 

in parliament. The four countries with the highest 

recorded trust levels—Norway, Netherlands, Sweden, 

and Denmark—all record higher than average voter 

participation. The proportion of Canadian respondents 

reporting a high level of trust in parliament was 41 per 

cent, giving Canada a “C’ on this indicator.

CRIME
A breakdown in social cohesion is measured most directly 

through levels of crime. The crime statistics included in 

this ranking cover crimes against persons (homicide and 

assault rates) and property (burglary rates). Both forms 

can have a major impact on the well-being of victims 

and the wider community. The financial, physical and 

psychological effects of crime reduce levels of trust and 

impact on social cohesion. There are other costs as 

well, including the provision of law enforcement and 

correctional services. 

Compared with the U.S., Canada has higher rates 
of property crimes and lower rates of violent crimes 
against persons.

While Canada scores an “A” on the number of homicides 

per capita, the ranking is distorted by the extremely high 

homicide rate in the United States. If the U.S. were 

removed from the analysis, Canada would get a “C.” 

Canada also ranks “C” on per capita burglaries and 

assaults. Compared with the U.S., Canada has higher 

rates of property crimes and lower rates of violent 

crimes against persons. 

LIFE SATISFACTION AND SOCIAL ISOLATION
Subjective measures of life satisfaction assess how indi-

viduals evaluate their overall well-being; they comple-

ment the more objective measures of living conditions. 

The indicator used here is taken from the World Values 

Survey, which asks participants “how satisfied” they are 

with their lives on a scale of 1 (lowest level of satisfaction) 

to 10 (highest level of satisfaction). Canada’s average 

score of 7.8 puts it in seventh position (rating a “B”) in 

the comparator group rankings. (See Chart 9.) Analysis 

of the data for OECD countries from the World Values 

Survey reveals that life satisfaction tends to increase 

with higher incomes and educational attainment.23

23 OECD, Society at a Glance: OECD Social Indicators—2006 Edition, 
p. 114.

The Australian system of compulsory voter attendance began in 1924. Voters are 
obliged to attend the polling station, but can leave without voting after ticking 
their names off, which partly explains why the Australian voting rate is less than 
100 per cent. Non-attendees face a fine of AU$20.1 Critics of the system ques-
tion whether it is “democratic” to use financial or social sanctions to compel 
citizens to turn out to vote.2 Supporters maintain that compulsory voting removes 
socio-economic status turnout biases. They also argue that, in a nation built on 
immigration like Australia, compulsory voting is a symbol of “the integration of 
new arrivals into the Australian way of doing things.”3

The very low Swiss voter turnout rate (36 per cent) is, according to Mark Franklin, 
a reflection of citizen perception that voting has little impact on how the country 
is run.4 The country’s administration is highly decentralized and the federal gov-
ernment has limited powers. The government invariably consists of a coalition of 
parties, and the serious issues are placed before the population in referendums. 
Voter fatigue is another reason cited for low Swiss voter turnout—it is not unusual 
for a Swiss citizen to be asked to go to the polls as many as 10 times in a single 
year for a variety of national and local elections, as well as referendums.5

1 Australian Electoral Commission, “What Happens if I Do Not Vote?” 

2 Jackman, “Compulsory Voting.”

3 Franka, “Compulsory Voting Around the World.”

4 Franklin, “Electoral Engineering and Cross National Turnout Differences,” p. 211. 

5 Major, “To Vote or Not to Vote?” p. 23.

Sources: Australian Electoral Commission, “Voting Within Australia;” Jackman, 
“Compulsory Voting;” Franka, “Compulsory Voting Around the World;” Franklin, 
“Electoral Engineering and Cross National Turnout Differences;” Major, “To Vote 
or Not to Vote?” .

Australia and Switzerland: What Do Voter Turnout Statistics Tell Us?
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Another World Values Survey statistic included in this 

report—the degree of social isolation people experience—

is correlated with life satisfaction. Among our comparator 

countries, those whose citizens report lower levels of 

social isolation also report higher levels of life satisfac-

tion. The indicator used here to measure social isolation 

is the percentage of respondents who state that they rarely 

or never spend time with others. Less than 2 per cent of 

the Canadians surveyed said that they rarely or never had 

social contact with others, much lower than the 5.2 per 

cent in Belgium and the 4.6 per cent in Italy. Canada 

earns a “B” on this indicator. According to the OECD 

analysis of this indicator, social isolation is “both a 

symptom and a cause of social distress.”24 It may follow 

a distressing event in a person’s life—the loss of a job, 

the breakdown of a marriage, illness or financial diffi-

culties. But then these feelings of isolation can make it 

difficult for that individual to reintegrate socially and 

can have serious consequences: “Social isolation can be 

a downward spiral: feelings of exclusion affect morale, 

and lack of contacts with other people may reduce both 

social and economic opportunities.”25

24 OECD, Society at a Glance: OECD Social Indicators—2005 Edition, 
p. 82. 

25 Ibid., p. 82.

CONCLUSION

This chapter began by restating the premise that the 

Conference Board laid out more than a decade ago: 

Achieving a high and sustainable quality of life for all 

Canadians requires achievement on all fronts—economic, 

environmental and social. Our future can be comprom-

ised if we do not address the problems that are high-

lighted in this chapter, particularly that of child poverty. 

Fairness and equity, although often difficult to measure, 

are integral to achieving sustainability.

We are performing well below our potential and cannot 

be comfortable with this outcome. On almost every 

indicator, the Nordic countries are doing better. This 

does not mean, however, that we should adopt their 

system as our own. Their social tax and transfer sys-

tems are increasingly costly to run, and some of these 

countries are moving toward a more market-driven 

model. Canada will have to set its own course as a 

society, addressing the shortcomings identified here 

with policies that meet Canadian needs. The good 

news is that our experience with reducing the poverty 

rates of our elderly is clear evidence that improvements 

on other indicators can be achieved. 

Chart 9
Life Satisfaction, 2002 or Most Recent Year
(scale from 0 to 10, with 0 being least satisfied)

Source: OECD.
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Definitions and Data Sources 
for Output Indicators

APPENDIX B

ECONOMY

GDP PER CAPITA
2005 data.

GDP per capita is the annual or period GDP divided by 

population. GDP is an aggregate measure of production 

equal to the sum of the gross values added of all resident 

institutional units engaged in production (plus any taxes, 

and minus any subsidies, on products not included in 

the value of their outputs). It is also equal to the sum 

of the final uses of goods and services (all uses except 

intermediate consumption) measured in purchasers’ 

prices, less the value of imports of goods and services, 

or the sum of primary incomes distributed by resident 

producer units. GDP per capita is expressed in US$ cur-

rent prices, current purchasing power parities (PPPs).

PPPs are the rates of currency conversion that equalize 

the purchasing power of different currencies by elimin-

ating the differences in price levels between countries.

Source: OECD, National Accounts Database. 

http://stats.oecd.org/wbos.

GDP GROWTH
2005 data.

GDP growth measures the percentage real growth in 

GDP from the previous year.

Source: World Bank, World Development Indicators Database. 

publications.worldbank.org/subscriptions/WDI.

LABOUR PRODUCTIVITY GROWTH
2005 data.

Labour productivity is defined as output per unit of labour 

input. Labour productivity growth measures the percentage 

growth in labour productivity, or real GDP per employed 

person, from the previous year. Economic growth can 

be attributed either to increased employment or to more 

effective work by those who are employed. The latter 

can be described using statistics on labour productivity.

Source: OECD, Economic Outlook No. 80. Paris: OECD, 

December 2006. 

INFLATION
2005 data.

Inflation is measured by the change in the consumer 

price index (CPI). The CPI is a measure of the cost 

of a “typical market basket” of goods and services 

that households consume. The typical market basket 

includes items such as food, clothing, transportation, 

homes, and recreation.

Source: World Bank, World Development Indicators Database. 

publications.worldbank.org/subscriptions/WDI.
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STANDARDIZED UNEMPLOYMENT RATE
2005 data.

The standardized unemployment rate gives the number 

of unemployed persons as a percentage of the civilian 

labour force. The data have been adjusted to ensure 

comparability over time and to conform to the guide-

lines of the International Labour Organization.

OECD, Economic Outlook No. 80. Paris: OECD, December 2006.

INWARD FDI PERFORMANCE INDEX
Average of 2003–05 data.

The Inward FDI Performance Index ranks countries by 

their FDI inflows relative to their economic size. It is the 

ratio of a country’s share in global FDI inflows to its 

share in global GDP. The index is calculated for three-

year periods to offset annual fluctuations in the data.

Source: UNCTAD, World Investment Report. New York and 

Geneva: United Nations (UN), 2006.

OUTWARD FDI PERFORMANCE INDEX
Average of 2003–05 data.

The Outward FDI Performance Index ranks countries by 

their FDI outflows relative to their economic size. It is the 

ratio of a country’s share in global FDI outflows to its 

share in global GDP. The index is calculated for three-

year periods to offset annual fluctuations in the data.

Source: UNCTAD, World Investment Report. New York and 

Geneva: UN, 2006.

INNOVATION

SCIENTIFIC ARTICLES PER MILLION POPULATION
2003 data.

This indicator measures the number of scientific and 

engineering articles published per million population.

Source: National Science Board, Science and Engineering 

Indicators 2006, Volume 2. Arlington: National Science 

Foundation, 2006.

TRIADIC PATENT FAMILIES PER MILLION POPULATION
2003 data.

A patent family is defined as a set of patents (originating 

from the priority filing) taken in various countries (i.e., 

patent offices) to protect the same invention. The triadic 

patent families are defined by the OECD as a set of pat-

ents taken at the European Patent Office, the Japanese 

Patent Office and the United States Patent and Trademark 

Office that share one or more priorities. Triadic patent 

families improve the international comparability of 

patent-based indicators. Only patents applied for in the 

same set of countries are included in the “family,” elim-

inating home advantage and the influence of geograph-

ical location. In addition, patents in the triadic patent 

family are usually high-value patents—the patentee will 

only take on the additional costs and delay related to 

the extension of the protection to other countries if it 

is deemed worthwhile.

Source: OECD, Compendium of Patent Statistics. Paris: 

OECD, 2006.

TECHNOLOGY EXCHANGE (EXPORTS PLUS IMPORTS) 
AS A PERCENTAGE OF GDP
2005 data for most countries. 1998 data for Australia. 

1999 data for Denmark. 2000 data for Austria. 2003 

data for Canada and France. 2004 data for Japan.

The technology balance of payments registers the com-

mercial transactions related to international technology 

transfers. It consists of money paid or received for the 

acquisition and use of patents, licences, trademarks, 

designs, know-how and closely related technical services 

(including technical assistance) and for industrial R&D 

carried out abroad.

Source: OECD, Main Science and Technology Indicators. 

Paris: OECD, 2006.

VENTURE CAPITAL INVESTMENT  
AS  A PERCENTAGE OF GDP
Average of 2000–03 for most countries, 1998–2001 for 

Australia and Japan.

This indicator measures venture capital investment in 

early-stage and expanding firms as a percentage of GDP.

Source: OECD, OECD Science, Technology and Industry 

Scoreboard. Paris: OECD, 2005.
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SHARE OF TOTAL GROSS VALUE ADDED BY HIGH- 
AND MEDIUM-HIGH TECHNOLOGY MANUFACTURERS
2002 data for most countries. 2001 data for Canada.

The gross value added of an establishment, enterprise, 

industry or sector is defined as the amount by which 

the value of the outputs produced exceeds that of the 

intermediate inputs consumed. This indicator measures 

the contribution of high- and medium-high technology 

manufacturers to the total gross value added.

Source: OECD, Science, Technology and Industry Scoreboard. 

Paris: OECD, 2005.

SHARE OF TOTAL GROSS VALUE ADDED BY 
KNOWLEDGE-INTENSIVE “MARKET” SERVICES
2002 data for most countries. 2001 data for Canada.

This indicator measures the contribution of knowledge-

intensive “market” services to the total gross value 

added. The following “market” service activities are 

considered knowledge-intensive: post and telecommuni-

cations; finance and insurance and business activities 

(not including real estate).

Source: OECD, Science, Technology and Industry Scoreboard. 

Paris: OECD, 2005.

NATURE OF COMPETITIVE ADVANTAGE
2006 data.

This is a survey-based indicator that asks executives in 

a given country to rate (on a scale of 1 to 7) the primary 

source of the competitiveness of their country’s compan-

ies in international markets, where 1 represents com-

petitiveness due to low cost or local natural resources 

and 7 represents competitiveness due to unique products 

and processes.

Source: World Economic Forum (WEF), Global Competitiveness 

Report 2006–2007. Geneva: WEF, 2006.

ENVIRONMENT

URBAN SULPHUR DIOXIDE CONCENTRATION
Data for most recent year between 1993 and 2004.

This indicator is a measure of urban population–weighted 

sulphur dioxide concentrations. The unit of measurement 

is micrograms per cubic metre. 

Source: Daniel C. Esty et al., 2005 Environmental Sustainability 

Index: Benchmarking National Environmental Stewardship. 

New Haven: Yale Center for Environmental Law & Policy, 2005.

URBAN NITROGEN DIOXIDE CONCENTRATION
Data for most recent year between 1993 and 2004.

This indicator is a measure of urban population–weighted 

nitrogen dioxide concentrations. The unit of measurement 

is micrograms per cubic metre.

Source: Daniel C. Esty et al., 2005 Environmental Sustainability 

Index: Benchmarking National Environmental Stewardship. 

New Haven: Yale Center for Environmental Law & Policy, 2005.

FRESHWATER PHOSPHORUS CONCENTRATION
Data for most recent year between 1994 and 2003.

Phosphorus concentration is a measure of eutrophica-

tion, which affects aquatic resources health. High levels 

correspond to high levels of eutrophication. The unit of 

measurement is milligrams per litre of water.

Source: Daniel C. Esty et al., 2005 Environmental Sustainability 

Index: Benchmarking National Environmental Stewardship. 

New Haven: Yale Center for Environmental Law & Policy, 2005.
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THREATENED SPECIES
Threatened mammals: 2002–03 data. Threatened birds: 

2002–03 data. Threatened fish and threatened vascular 

plants: OECD reports only that the data refer to latest 

year available.

This indicator is a composite index that measures the 

proportion of threatened mammals, threatened birds, 

and threatened vascular plants. The index is created by 

taking an average of normalized scores for the three 

sub-indicators.

Sources: Daniel C. Esty et al., 2005 Environmental Sustainability 

Index: Benchmarking National Environmental Stewardship. 

New Haven: Yale Center for Environmental Law & Policy, 2005; 

OECD, Environmental Data Compendium. Paris: OECD, 2004.

FOREST COVER CHANGE
1990–2000 data.

This indicator measures the annual average forest cover 

change rate from 1990 to 2000.

Source: Daniel C. Esty et al., 2005 Environmental Sustainability 

Index: Benchmarking National Environmental Stewardship. 

New Haven: Yale Center for Environmental Law & Policy, 2005.

MUNICIPAL WASTE GENERATED PER CAPITA
OECD reports only that the data refer to latest year 

available.

The unit of measurement for this indicator is kilograms 

of municipal waste generated per capita.

Source: OECD, Selected Environmental Data. Paris: OECD, 

December 2006.

CARBON DIOXIDE EMISSIONS PER CAPITA
Data for most recent year between 1996 and 2001.

This is a measure of the number of metric tons of carbon 

dioxide emissions per capita.

Source: Daniel C. Esty et al., 2005 Environmental Sustainability 

Index: Benchmarking National Environmental Stewardship. 

New Haven: Yale Center for Environmental Law & Policy, 2005.

CARBON DIOXIDE EMISSIONS PER UNIT OF GDP
Five-year average of 2000–04 data.

This is a measure of the number of metric tons of carbon 

dioxide emissions per million GDP. GDP data are in 

US$ at constant prices, constant PPPs. This indicator 

excludes emissions/removals from land use, land-use 

change and forestry.

Sources: United Nations Framework Convention on Climate 

Change, National Gas Inventory Data for the Period 1990–2004 

and Status of Reporting. Geneva: UN, October 2006; OECD, 

National Accounts Database. http://stats.oecd.org/wbos.

EDUCATION AND SKILLS

STUDENT READING LITERACY PROFICIENCY—
PROPORTION WITH LOW-LEVEL SKILLS
2003 data for most countries. 2001 data for United 

Kingdom.

This indicator measures the percentage of 15-year-old 

students at level 2 proficiency and below on the reading 

scale. The definitions for the levels are as follows:

Less than level 1: Not capable of the most basic type of 

reading that the Programme for International Student 

Assessment (PISA) seeks to measure. This does not 

mean that individuals at this level have no literacy 

skills, but that they have serious difficulties in using 

reading literacy as an effective tool to advance and 

extend their knowledge and skills in other areas. They 

may, therefore, be at risk not only of difficulties in their 

initial transition from education to work but also of 

failure to benefit from further education and learning 

opportunities throughout life. 

Level 1: Capable of completing only the least complex 

reading tasks developed for PISA, such as locating a 

single piece of information, identifying the main theme 

of a text or making a simple connection with everyday 

knowledge.
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Level 2: Capable of reading tasks of basic complexity, 

such as locating straightforward information, making 

low-level inferences of various types, working out what 

a well-defined part of a text means, and using some out-

side knowledge to understand it.

Source: OECD, Learning for Tomorrow’s World, First Results 

from PISA 2003. Paris: OECD, 2004.

STUDENT MATH LITERACY PROFICIENCY—
PROPORTION WITH LOW-LEVEL SKILLS
2000 data.

This indicator measures the percentage of 15-year-old 

students scoring below 400 points on the mathematical 

literacy scale. Performance in mathematical literacy is 

marked on a single scale, which was constructed with 

an average score of 500 points; a standard deviation of 

100 points; and with about two-thirds of students across 

OECD scoring between 400 and 600 points.

Source: OECD, Knowledge and Skills for Life, First Results from 

the OECD Programme for International Student Assessment 

(PISA) 2000. Paris: OECD, 2001.

STUDENT PROBLEM-SOLVING PROFICIENCY—
PROPORTION WITH LOW-LEVEL SKILLS
2003 data.

This indicator measures the percentage of 15-year-old 

students at level 1 proficiency and below on the problem-

solving scale. The definitions for the levels are as follows:

Less than level 1: Students consistently fail to understand 

even the easiest items in the assessment or fail to apply 

the necessary processes to characterize important features 

or represent the problems. At most, they can deal with 

straightforward problems with carefully structured tasks 

that require them to give responses based on facts or to 

make observations with few or no inferences. Students 

below level 1 have significant difficulties in making 

decisions, analyzing or evaluating systems, and trouble-

shooting situations.

Level 1: Students typically solve problems where they 

have to deal with only a single data source containing 

discrete, well-defined information. They understand 

the nature of a problem and consistently locate and 

retrieve information related to the major features of the 

problem. Students at level 1 are able to transform the 

information in the problem to present the problem dif-

ferently, e.g., take information from a table to create a 

drawing or graph. Also, students can apply information 

to check a limited number of well-defined conditions 

within the problem. However, students at level 1 do not 

typically deal successfully with multi-faceted problems 

involving more than one data source or requiring them 

to reason with the information provided.

Source: OECD, Problem Solving for Tomorrow’s World—First 

Measures of Cross-Curricular Competencies from PISA 2003. 

Paris: OECD, 2004.

ADULT LITERACY PROFICIENCY (DOCUMENT, PROSE, 
QUANTITATIVE)—PROPORTION WITH LOW-LEVEL SKILLS
Document and Prose literacy: 2003 data for Canada, 

Italy, Norway, Switzerland and the United States; 

1994–98 data for all other countries. Quantitative 

literacy: 1994–98 data.

This indicator measures the percentage of the population 

with literacy skills below level 3. The indicator is an 

average of the proportion of the population below level 

3 for three types of literacy skills: document, prose and 

quantitative.

Document literacy: The knowledge and skills required to 

locate and use information contained in various formats, 

including job applications, payroll forms, transportation 

schedules, maps, tables and charts.

Prose literacy: The knowledge and skills needed to 

understand and use information from texts including edi-

torials, news stories, brochures and instruction manuals.

Quantitative literacy: The knowledge and skills required 

to apply arithmetic operations—either alone or sequen-

tially—to numbers embedded in printed materials, such 

as balancing a chequebook, figuring out a tip, complet-

ing an order form or determining the amount of interest 

on a loan from an advertisement.

Sources: Statistics Canada and OECD, Learning a Living—First 

Results of the Adult Literacy and Life Skills Survey. Ottawa 

and Paris: Minister of Industry and OECD, 2005; OECD and 

Statistics Canada, Literacy in the Information Age: Final Report 

of the International Adult Literacy Survey. Paris and Ottawa: 

OECD and Minister of Industry, 2000.
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SECONDARY SCHOOL COMPLETION RATE
2004 data for most countries. 2003 data for Japan.

This indicator measures the percentage of persons 25 to 

34 years of age who have attained at least upper sec-

ondary education.

Source: OECD, Education at a Glance, Paris: OECD, 2006. 

POST-SECONDARY COMPLETION RATE—COLLEGE
2004 data for most countries. 2003 data for Japan.

This indicator measures the percentage of the population 

aged 25 to 64 years that has attained tertiary-type B 

education. Tertiary-type B programs are typically 

shorter than those of tertiary-type A and focus on prac-

tical, technical or occupational skills for direct entry 

into the labour market, although some theoretical foun-

dations may be covered in the respective programs. 

They have a minimum duration of two years full-time 

equivalent at the tertiary level.

Source: OECD, Education at a Glance. Paris: OECD, 2006.

STUDENT SCIENCE LITERACY PROFICIENCY—
PROPORTION WITH LOW-LEVEL SKILLS
2003 data.

This indicator measures the percentage of 15-year-old 

students scoring below 400 points on the science literacy 

scale. Performance in science literacy is marked on a 

single scale, which was constructed with an average 

score of 500 points; a standard deviation of 100 points; 

and with about two-thirds of students across OECD 

scoring between 400 and 600 points.

Source: OECD, Learning for Tomorrow’s World, First Results 

from PISA 2003. Paris: OECD, 2004.

POST-SECONDARY COMPLETION RATE—UNIVERSITY
2004 data for most countries. 2003 data for Japan.

This indicator measures the percentage of the popula-

tion aged 25 to 64 years that has attained tertiary-type 

A education and advanced research programs. Tertiary-

type A programs are largely theory-based and are designed 

to provide sufficient qualifications for entry to advanced 

research programs and professions with high skill require-

ments, such as medicine, dentistry or architecture. Tertiary-

type A programs have a minimum cumulative theoretical 

duration (at tertiary level) of three years’ full-time equiva-

lent, although they typically last four or more years. 

These programs are not offered exclusively at universi-

ties. Conversely, not all programs nationally recognized 

as university programs fulfill the criteria to be classified 

as tertiary-type A. Tertiary-type A programs include 

second degree programs such as the American Master. 

Source: OECD, Education at a Glance. Paris: OECD, 2006.

PROPORTION OF POPULATION GRANTED PH.D. 
OR EQUIVALENT IN YEAR OF REFERENCE
2004 data.

This indicator measures the number of advanced research 

program graduates per 100,000 population.

Source: OECD, Online Education Database. stats.oecd.org/wbos.

PROPORTION OF GRADUATES IN SCIENCE, 
MATH, COMPUTING OR ENGINEERING
2004 data for most countries. 2000 data for Switzerland.

This indicator measures the percentage of science, 

math, computing and engineering graduates of the total 

number of graduates from all fields of study. Science 

graduates include graduates from the fields of life sci-

ences and physical sciences.

Source: OECD, Online Education Database. stats.oecd.org/wbos.

SCIENTIFIC ARTICLES PER MILLION POPULATION
2003 data.

This indicator measures the number of scientific and 

engineering articles published per million population.

Source: National Science Board, Science and Engineering 

Indicators 2006, Volume 2. Arlington: National Science 

Foundation, 2006.
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STUDENT READING LITERACY PROFICIENCY—
PROPORTION WITH HIGH-LEVEL SKILLS
2003 data for most countries. 2001 data for the United 

Kingdom.

This indicator measures the percentage of 15-year-old 

students at level 4 and 5 proficiency on the reading 

scale. The definitions for the levels are as follows:

Level 4: Capable of difficult reading tasks, such as locat-

ing embedded information, constructing meaning from 

nuances of language, and critically evaluating a text.

Level 5: Capable of completing sophisticated reading 

tasks, such as managing information that is difficult to 

find in unfamiliar texts; showing detailed understanding 

of such texts and inferring which information in the text 

is relevant to the task; and being able to evaluate critic-

ally and build hypotheses, draw on specialized knowledge, 

and accommodate concepts that may be contrary to 

expectations. Students performing at this level are likely 

to enhance their country’s pool of talent. They may also 

influence their country’s contribution to the pool of 

tomorrow’s world-class knowledge workers in the 

global economy.

Source: OECD, Learning for Tomorrow’s World, First Results 

from PISA 2003. Paris: OECD, 2004.

STUDENT MATH LITERACY PROFICIENCY—
PROPORTION WITH HIGH-LEVEL SKILLS
2000 data.

This indicator measures the percentage of 15-year-old 

students scoring above 600 points on the mathematical 

literacy scale. Performance in science literacy is marked 

on a single scale, which was constructed with an average 

score of 500 points; a standard deviation of 100 points; 

and with about two-thirds of students across OECD 

scoring between 400 and 600 points.

Source: OECD, Knowledge and Skills for Life, First Results from 

the OECD Programme for International Student Assessment 

(PISA) 2000. Paris: OECD, 2001.

STUDENT SCIENCE LITERACY PROFICIENCY—
PROPORTION WITH HIGH-LEVEL SKILLS
2003 data.

This indicator measures the percentage of 15-year-old 

students scoring above 600 points on the science literacy 

scale. Performance in science literacy is marked on a 

single scale, which was constructed with an average 

score of 500 points; a standard deviation of 100 points; 

and with about two-thirds of students across OECD 

scoring between 400 and 600 points.

Source: OECD, Learning for Tomorrow’s World, First Results 

from PISA 2003. Paris: OECD, 2004.

STUDENT PROBLEM-SOLVING PROFICIENCY—
PROPORTION WITH HIGH-LEVEL SKILLS
2003 data.

This indicator measures the percentage of 15-year-old 

students at level 3 proficiency on the problem-solving 

scale. The definition for the level is as follows:

Level 3: Students typically do not only analyze a situa-

tion and make decisions, but they also think about the 

underlying relationships in a problem and relate these 

to the solution. Students at level 3 approach a problem 

systematically, construct their own representations to 

help them solve it and verify that their solution satisfies 

all requirements of the problem. These students com-

municate their solutions to others using accurate written 

statements and other representations.

Source: OECD, Problem Solving for Tomorrow’s World—First 

Measures of Cross-Curricular Competencies from PISA 2003. 

Paris: OECD, 2004.
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ADULT LITERACY PROFICIENCY (DOCUMENT, PROSE, 
QUANTITATIVE)—PROPORTION WITH HIGH-LEVEL SKILLS
Document and Prose literacy: 2003 data for Canada, 

Italy, Norway, Switzerland and the United States; 

1994–98 data for all other countries. Quantitative 

literacy: 1994–98 data.

This indicator measures the percentage of the population 

with literacy skills at levels 4 and 5. The indicator is an 

average of the proportion of the population below level 

3 for three types of literacy skills: document, prose and 

quantitative.

Sources: Statistics Canada and OECD, Learning a Living—First 

Results of the Adult Literacy and Life Skills Survey. Ottawa 

and Paris: Minister of Industry and OECD, 2005; OECD and 

Statistics Canada, Literacy in the Information Age: Final Report 

of the International Adult Literacy Survey. Paris and Ottawa: 

OECD and Minister of Industry, 2000.

HEALTH

FEMALE AND MALE LIFE EXPECTANCY
2004 data for most countries. 2003 data for Belgium, 

Ireland, Canada, Italy, United Kingdom and the 

United States.

Life expectancy at birth and at ages 40, 60, 65 and 80 is 

the average number of years that a person at that age can 

be expected to live, assuming that age-specific mortality 

levels remain constant.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

PERCEIVED HEALTH STATUS
2005 data for Finland and Sweden. 2004 data for 

Belgium, France, Japan, Netherlands and the United 

States. 2003 data for Canada, Ireland, Italy and 

the United Kingdom. 2002 data for Norway and 

Switzerland. 2000 data for Denmark. 1999 data for 

Austria. 1998 data for Germany.

This indicator measures the percentage of the population, 

aged 15 years or older, who report their health to be 

“good” or “very good.”

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

PREMATURE MORTALITY RATE
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

This indicator measures the potential years of life lost 

(PYLL) per 100,000 population. PYLL is a summary 

measure of premature mortality, which provides an 

explicit way of weighting deaths occurring at younger 

ages, which are, a priori, preventable. The calculation 

of PYLL involves summing up deaths occurring at each 

age and multiplying this by the number of remaining 

years of life up to a selected age limit. The limit of 

70 years has been chosen for the calculations in the 

OECD’s Health Data.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

MORTALITY RATE DUE TO CANCER
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

Mortality rate due to malignant neoplasms measures the 

number of deaths due to cancer per 100,000 population. 

The death rates are age-standardized using the total 

OECD population for 1980 as the reference population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

MORTALITY RATE DUE TO CIRCULATORY DISEASES
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

This indicator measures the number of deaths due to 

circulatory diseases per 100,000 population. The death 

rates are age-standardized using the total OECD popu-

lation for 1980 as the reference population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.
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MORTALITY RATE DUE TO RESPIRATORY 
SYSTEM DISEASES
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

This indicator measures the number of deaths due to 

respiratory diseases per 100,000 population. The death 

rates are age-standardized using the total OECD popu-

lation for 1980 as the reference population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

MORTALITY RATE DUE TO HEART DISEASE
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

This indicator measures the number of deaths due to 

ischemic heart disease per 100,000 population. The 

death rates are age-standardized using the total OECD 

population for 1980 as the reference population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

MORTALITY RATE DUE TO DIABETES
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

This indicator measures the number of deaths due to 

diabetes mellitus per 100,000 population. The death 

rates are age-standardized using the total OECD popu-

lation for 1980 as the reference population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

MORTALITY RATE DUE TO INFLUENZA AND PNEUMONIA
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

This indicator measures the number of deaths due to 

influenza and pneumonia per 100,000 population. The 

death rates are age-standardized using the total OECD 

population for 1980 as the reference population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

INFANT MORTALITY RATE
2004 data for most countries. 2003 data for Canada 

and the United States.

Infant mortality is a measure of the number of deaths of 

children under one year of age that occurred in a given 

year, expressed per 1,000 live births.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

SUICIDE RATE
2002 data for most countries. 2004 data for Austria, 

Finland, Germany and the Netherlands. 2003 data for 

Japan and Norway. 2001 data for Denmark. 1997 data 

for Belgium.

This indicator measures the number of deaths due to 

intentional self-harm per 100,000 population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

SOCIETY

PROPORTION OF YOUNG PEOPLE AGED 20 TO 24 
NEITHER IN SCHOOL NOR AT WORK
2002 data for most countries. 2001 data for the 

United States.

The proportion of youth aged 20 to 24 years who are 

not in education, training or employment in a given 

year, as a percentage of the total population of the same 

age cohort.

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2005.
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PERSONAL INCOME OF DISABLED PERSONS
RELATIVE TO THAT OF NON-DISABLED PERSONS
Late 1990s data.

Personal income of disabled persons aged 20 to 64, 

relative to that of non-disabled persons.

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2002.

POVERTY RATE OF ELDERLY PEOPLE
2000 data.

This indicator measures the poverty rate for persons 

aged 65 and older. Poverty rates are measured as the 

proportion of individuals with equivalized disposable 

income less than 50 per cent of the median income of 

the entire population.

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2005.

CHILD POVERTY RATE
2000 data.

The child poverty indicator measures the proportion of 

children 17 years and under living in households where 

disposable income is less than half of the median of a 

given country.

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2005.

POVERTY RATE OF WORKING-AGE POPULATION 
2000 data.

The working-age poverty rate is measured as the propor-

tion of individuals aged 18 to 65 years with equivalized 

disposable income less than 50 per cent of the median 

income of the entire population.

Source: Michael Förster and Marco Mira d’Ercole, Income 

Distribution and Poverty in OECD Countries in the Second 

Half of the 1990s, OECD Social, Employment and Migration 

Working Paper No. 22. Paris: OECD, March 10, 2005.

INCOME INEQUALITY (GINI COEFFICIENT)
2000 data for most countries. 1999 data for Australia 

and Austria. 2001 data for Germany and Switzerland.

The Gini coefficient measures the extent to which the 

distribution of income (or, in some cases, consumption 

expenditure) among individuals or households within 

an economy deviates from a perfectly equal distribu-

tion. A Gini coefficient of 0 represents perfect equality; 

a Gini coefficient of 100 represents perfect inequality.

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2005

INTERGENERATIONAL MOBILITY
Earning elasticities are calculated using various years 

of data, usually around 2000.

Intergenerational mobility is defined as the extent to 

which key characteristics and outcomes for individuals 

differ from those of their parents. The main measure of 

intergenerational mobility is the intergenerational earn-

ings elasticity, which measures the fraction of earnings 

differences among fathers that is passed on, on average, 

to their sons (the lower the elasticity, the higher inter-

generational mobility).

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2006.

GENDER EMPOWERMENT INDEX
2006 data.

A composite index measuring gender inequality in three 

basic dimensions of empowerment—economic partici-

pation and decision-making; political participation and 

decision-making; and power over economic resources.

Source: United Nations Development Programme, Human 

Development Report 2006. New York: Palgrave Macmillan, 2006.
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VOTER TURNOUT
2005 data for Denmark, Japan, Norway and the United 

States. 2004 data for Australia and Canada. 2003 data 

for Belgium, the Netherlands and Switzerland. 2002 

data for Austria, France, Germany, Ireland and Sweden. 

2001 data for Italy. 1997 data for the United Kingdom.

This indicator measures voter turnout in parliamentary 

elections as a percentage of the voting-age population.

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2006.

TRUST IN POLITICAL INSTITUTIONS (PARLIAMENT)
Most data from the World Values Survey wave 1999–

2004. Australia, Norway, New Zealand and Switzerland 

data refer to the wave 1994–99.

This indicator measures the extent to which individuals 

have a high degree of confidence in the institutions 

(government and parliament) and public administration of 

the country where they live. Data on these variables are 

derived from the 1999–2004 wave of the World Values 

Survey, which asks individuals to rate their confidence 

in a number of organizations, with responses grouped in 

four categories (a great deal of confidence, quite a lot, 

not very much and no confidence at all). The indicator 

refers to respondents who indicate either “a great deal” 

or “quite a lot” of confidence in government, parliament 

and civil service, as a percentage of all respondents.

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2006.

HOMICIDE RATE
2002 data for most countries. 1997 data for Belgium. 

2001 data for Denmark. 2003 data for Japan and 

Norway. 2004 data for Austria, Finland, Germany 

and the Netherlands.

This indicator measures the number of deaths due to 

homicides per 100,000 population.

Source: OECD, Health Data 2006. [CD-ROM]. Paris: OECD, 2006.

RECORDED BURGLARY RATE
2002 data for most countries. 2000 data for Australia, 

France, Japan and Norway. 1999 data for Ireland.

This indicator measures the number of recorded bur-

glaries per 100,000 population.

Source: United Nations Office on Drugs and Crime, United 

Nations Survey of Crime Trends and the Operations of 

Criminal Justice Systems Database. www.unodc.org/unodc/

en/crime_cicp_surveys.html.

RECORDED ASSAULT RATE
2002 data for most countries. 2000 data for Australia, 

France, Norway and Sweden. 1999 data for Ireland 

and the United States.

This indicator measures the number of recorded assaults 

per 100,000 population.

Source: United Nations Office on Drugs and Crime, United 

Nations Survey of Crime Trends and the Operations of 

Criminal Justice Systems Database. www.unodc.org/unodc/

en/crime_cicp_surveys.html.

LIFE SATISFACTION
1999–2002 data.

Subjective measures of life satisfaction assess the extent 

to which individuals give a favourable evaluation to the 

overall quality of their life. Data are gathered through 

surveys that ask respondents “how satisfied” they are 

with their lives in general (and in specific domains), 

with respondents rating satisfaction on a scale of 1 to 

10 (from lowest to highest levels of satisfaction). 

Source: OECD, Society at a Glance: OECD Social Indicators. 

Paris: OECD, 2006.

SOCIAL ISOLATION
1999–2002 data.

Social isolation is a measure of the frequency of contacts 

with others in various settings. This indicator measures 

the percentage of respondents who rarely or never spend 

time with others.

Source: R. Inglehart et al., Human Beliefs and Values: A Cross-

Cultural Sourcebook Based on the 1999–2002 Value Survey. 

Buenos Aires, Argentina: Siglo Veintiuno Editores, 2004.
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