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The world was facing myriad economic and political challenges at the end of 2014, and some of the new 
year’s early headlines have indeed been grim. Amid these challenges, Canada’s relative attractiveness in a 

troubled world stands out as clearly in early 2015 as it has ever done. 
In considering how we got here, and how we could improve our position, I keep coming back to the familiar 

phrase “it’s all about people” – the idea that people are the most vital resource for an organization, for a 
community, and for a country. Whatever 2015 may bring – and volatile resource prices, economic turmoil in 
Europe and elsewhere, not to mention episodic violence around the globe, guarantee a host of challenges – we 
will do better if we focus resolutely on developing and unleashing the full potential of Canada’s human capital.

The Global View, and Some Numbers 

One pleasure of working at the C.D. Howe Institute is the opportunity it provides for me to talk with Canadian 
leaders in multinational organizations. And my job makes it natural to ask them how they pitch Canada as a 
place to invest and operate to their colleagues elsewhere. Time and again, the first thing they mention relates 
to our people. The workforce might be top-of-mind; or the professional services; or the quality and integrity of 
public officials. Increasingly, they may mean our openness and diversity and ability to get along with each other. 
Whatever the specifics, the quality of Canadians heads their list.

Leaders with a global view know that not all countries are so favoured. Yes, many places have milder winters. 
Rich natural resources are not a Canadian monopoly. Increasingly, capital and technology are available 
worldwide. But Canada has done more and better with its natural resources, capital, and technology than most 
– in large part because it has developed and attracted able people.

Essential Policy Intelligence

Verbatim
January 21, 2015

It’s All About People – Really! Some Human 
Capital Priorities for Canada in 2015

William B. P. Robson
President and CEO, C.D. Howe Institute

A paper prepared by the author for the C.D. Howe Institute’s  
National Policy Council 1

1 The views expressed here are the author’s.



Essential Policy Intelligence

VerbatimPage 2

If the phrase “all about people” and references to “human 
capital” seem a bit fuzzy, some stark numbers provide key 
context. A big baby boom and high immigration has fostered 
relatively robust labour force growth in Canada in the past. 
A simple growth-accounting exercise says that, just since 
the early 1990s, a growing workforce has driven more than 
one-third of the rise in Canadian GDP.2 In the years ahead, the 
population aged 18-64 will grow more slowly. For a period in 
the 2020s, it may even decline.3 The demographic driver of 
Canadian growth is flagging.

Building Our Human Capital 

With every passing year, the imperative of building human 
capital, attracting it to Canada, and ensuring that it has the 
capabilities, tools and incentives to thrive, will grow.

Education 

For many, human capital investment begins at – or even before 
– conception. But while our knowledge about early childhood 
development is burgeoning, I don’t know that, in 2015, we 
are yet at a stage where we can confidently design policies 
to implement that knowledge on a society-wide basis.4 Once 
youngsters are in classrooms, however, we are better placed 
to act confidently on what we know. International comparisons 
of hundreds of thousands of students say our elementary and 
secondary schools have done all right. Our postsecondary 
enrolments lead the world. Okay so far – but there’s bad news 
too, and a country committed to developing its people can and 
should do better. 

The OECD’s Programme for International Student 
Assessment (PISA) looks at the capabilities of students close 
to the end of high school. It shows marked differences among 
provinces, and deteriorations over time virtually across the 
board.5 The Trends in International Mathematics and Science 
Study (TIMSS) looks at students in Grade 8, and also shows 
some alarming declines since the early 2000s.

I spent many volunteer hours in public-education-related 
causes in the 1990s, notably as chair of the Ontario Parent 
Council. One lesson I took from that was that a clear, 
substantive, sequential curriculum, like meaningful assessment 
and accountability for results, is critical to effective education. 
Another, sadly, was that many stewards of our public education 
systems think otherwise. That complicates the task of ensuring 
that Canadian students get real content in the classroom, 
regular measurement of their progress, and systems that 
reward success and correct failure.

Happily, in a federation, the provinces can learn from each 
other’s successes and failures – a process Ottawa can spur 
through its support for Canada’s participation in the PISA and 
TIMSS. The next rounds of both assessments are in 2015: 
Ottawa and the provinces should raise the profile of these 
key measures of school performance, and commit to moving 
Canada back into the front rank.

Education for Aboriginal Canadians 

Improving educational outcomes among Aboriginal Canadians 
is a long-term project. But the need for forward movement 
following the disappointing collapse of Bill C-33 last spring 
moves it onto 2015’s priority list.

2 In a framework that relates contributions to growth to shares of income, multiplying increases in labour inputs (about 1.3 percent 
annually) since the early 1990s by labour’s share of income would suggest they account for some 0.9 percentage points of growth in real 
output since then. Over the same period, the stock of produced capital grew about 3.0 percent annually; multiplying that by capital’s 
share of income suggests that increased capital inputs account for some 1.0 percentage points of growth in real output since the early 
1990s. Real GDP grew at a 2.5 percent annual rate over the period, meaning that improvements in productivity – which would 
include changes in the quality and deployment of human capital – contributed a further 0.6 percentage points each year.

3 Busby, Robson and Jacobs (2014, 2015).

4 C.D. Howe Institute papers by Richards and Brzozowski (2006) and Baker, Gruber and Milligan (2006) illustrate the complexity of 
scaling up targeted interventions to cover the population as a whole.

5 John Richards (2014) documents differences from base-year performance in three subject areas – science, reading and mathematics in 
each of the 10 provinces. Of the 30 observations, 27 show declines, of which 19 are statistically significant. 
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As in education more generally, accountability for results 
is a point of contention. A key challenge, for many among 
our First Nations and non-Aboriginal communities alike, is to 
stop treating accountability as a unilateral demand from one 
segment of the population to the other. We need it everywhere. 
The best achievement scores among Aboriginal pupils are 
found in the province, British Columbia, with the most 
comprehensive provincial testing program (Richards 2013) – 
probably not a coincidence. 

Importing Human Capital from Abroad 

Immigration has seen forward movement recently. Tension 
over the right level and terms of entry for temporary foreign 
workers is inevitable (Gross 2014), and declines in initial 
earnings of more recent immigrants are a concern – yet two 
positive facts stand out. One is that Canada has both high 
immigration and high public support for it. The other is that 
adept leadership has broken what once appeared a log-jam of 
interest-group pressure and litigation.

We have gained valuable evidence about which immigrant 
characteristics, notably language skills and Canadian work 
experience, correlate with economic success (Beach et 
al. 2011). (Note to the designers of the 2016 census: we 
need to keep gathering that information.) We have already 
reformed the points system for economic immigrants to 
reflect that knowledge. We should continue to use what we 
know, advertising to the people who are readiest to make a 
contribution to Canada that they are welcome, and easing their 
entry when they apply – another good project for 2015.

Deploying our Human Capital 

Once human capital exists, we want to see it deployed 
rewardingly. On that front, three priorities stand out in the 
coming year.

Getting the Most out of Older Workers 

Let’s talk first about a group that once would have been 
considered last, if at all: Canadians well on in their working 

lives. Thinking of people aged 60, 65 or even 70 as on their 
way out to pasture makes no sense. We are living healthier for 
longer. Demographers keep raising their longevity estimates 
by amazing amounts: 2½ or even 3 more months with every 
passing year. Just to keep the balance of retired to working 
life stable, average retirement ages should be rising at least 
one month per year. Less happily, yields on the high-quality 
investments most suitable for retirement saving are down:  
to fund their retirements, people must work longer and  
save more.

The majority of Canadians who have defined-contribution 
pension plans and RRSPs would willingly do so, but face 
obstacles in the Income Tax Act. We can support later and 
more comfortable retirements by establishing higher limits 
for tax-deferred saving (Laurin 2014). Pushing back dates 
when saving must stop and withdrawals must start, and 
implementing more generous rules about annuities and 
mandatory withdrawals (Robson and Laurin 2014) would 
foster later and more comfortable retirements.

The minority of workers who are in defined-benefit pension 
plans will be less keen about later retirement and higher 
contributions. Most of them work in the public sector, where 
adaptation to changing circumstances is often slower and 
complicated by fraught labour-management relations. But 
pension disasters and more painful changes in the United 
States and elsewhere will keep reminding us that demography 
and economics can’t be ignored. Many defined-benefit plans 
need benefit flexibility as well.6 We need further progress 
there, starting in 2015.

Mitigating the Discouraging Impact of Personal 
Income Taxes 

A second priority is getting some economics back into tax 
policy, which lately seems dominated by pollsters slicing and 
dicing the population to find out which voter buttons to push. I 
get the short-term appeal of boutique “credits.” But these are 
actually targeted spending in disguise. Selective handouts for 
the few mean higher tax rates, starting at lower thresholds, for 

6 For an overview of the issues, see Steele, Mazerolle and Bartlett (2014).
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the many – which ultimately hurts growth and undermines the 
popularity the handouts were supposed to buy.

At least as bad is the pressure to hammer high-income 
earners – especially irritating because it seems to be driven by 
US headlines about a stagnating middle class that don’t match 
Canadian experience. Governments may claim, as Ontario did 
when doubling down on its top earners in 2014, that valuable 
new revenues will result – but the actual yields will be small 
compared to the damage. Able people react to tax increases, 
and most high earners are able people. Their reactions vary, 
but share the result of reducing tax payable. The main effects 
of higher top tax rates will be to discourage investments 
in human capital and entrepreneurial spirit, depress work 
and saving, and shout in the faces of talented people: “not 
welcome here.” 

Bring People and Jobs Together 

A third 2015 priority in this area is matching people with 
jobs. Our high postsecondary enrolments may be too much 
of a good thing – if they partly reflect young people staying 
in school because they cannot find work, or young people 
training for jobs that don’t exist. The terms-of-trade shock that 
the plunging oil price has dealt the Canadian economy as 2015 
gets under way is a reminder, moreover, that ready relocation 
in response to changing opportunities is critical for people to 
thrive.

Ottawa should scale back its impediments to job matching 
by reducing the regional unfairness in the Employment 
Insurance program, which pays more to people who stay in 
places where job prospects are poor. It also needs to ensure 
that the enhanced Job Matching Service announced in the 
2014 budget is working.

On the over-qualification front, 2015 should see fresh 
efforts to gather and publish timely information about how 
graduates from various disciplines are faring. Students and 
postsecondary institutions would make better decisions if they 
knew more, faster, about the jobs and incomes various degree-
holders are actually getting.

Equipping our Human Capital 

World-class workers also need capital – information 
technology, machinery, buildings and infrastructure – so they 

can get to work, make things, and sell them. Since Canadians 
are increasingly an urban people, here are a couple of 
municipal-level changes that could help equip Canadians with 
the tools they need in 2015.

Recent C.D. Howe Institute research (Found et al. 2014) 
has documented the huge wedge business property taxes drive 
between a project’s potential return and the investor’s reward. 
Businesses benefit from municipal services as homeowners 
do, but charging businesses much higher rates than 
homeowners suppresses investment and drives it elsewhere. 
The 2015 municipal budget round can fix that problem by 
narrowing the business-residential tax-rate gap.

To aid that process – and boost infrastructure investments 
that would enhance the quality of life and economic dynamism 
of our cities – municipalities should start budgeting for 
their capital spending the same way senior governments and 
businesses do. A municipal budget that shows the entire 
cost of a bridge that will last the better part of a century as 
an expense during its construction makes it look insanely 
expensive. This is not nit-picking about bean-counting: 
budgeting for bridges as though they were paper clips makes 
for bad decisions. That apparent up-front expense discourages 
municipal infrastructure investments in the first place. And 
it encourages city budget-makers to overcharge taxpayers, 
developers and others for the investments they do make 
(Dachis and Robson 2014), rather than using less distorting, 
and often fairer, methods such as tolling roads. More sensible 
accounting would foster more public and private investment – 
a key complement to our human capital.

Spurring Competition, Innovation and Opportunity 

Entrepreneurs, ambitious young Canadians, potential 
immigrants seeking better lives for their children – all find 
freer, dynamic economies more attractive than stagnant ones. 
This year will provide several opportunities to signal that 
Canada is a country, not of barriers and frustration, but of 
innovation and opportunity.

Start with openness to the world. Suppose you can buy 
and sell, find investors and access technology throughout the 
world, while living in Canada. Why would you go anywhere 
else? Canada’s free trade agreement with Korea, the first of its 
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kind with an Asian economy, entered into force on January 1. 
The Comprehensive Economic and Trade Agreement with the 
European Union is up for ratification later this year. The hoped 
for conclusion of the Trans-Pacific Partnership, an opening 
to countries accounting for some 40 percent of world output, 
could make 2015 a pivotal year in trade. More opportunities 
to access global markets from Canada will further increase 
Canada’s attractiveness to talent. 

Turning to sectoral policies, 2015 will see the completion of 
a major review of transportation policy 7 and key discussions 
about wholesale telecom services. Sectors that once looked 
like monopolies now face competition from new technologies 
and modes of delivery. Regulations that foster adaptation and 
competition will offer consumers of those services, which are 
often other businesses, better quality at lower prices. This,  
in turn, spurs investment and innovation throughout the  
wider economy.

Entrepreneurship and innovation is shaking up many other 
industries – some large and established, such as healthcare; 
others so new we scarcely know what to call them. Payments 
technologies, sharing platforms for accommodations and 
transportation, location-based services for retail and much 
else are disruptive, which is why established interests often ask 
policymakers to block them.

Some of these struggles play out nationally, others within 
provinces, some city by city. Each alone may seem small. 
Those who gain from the status quo can plead their case 
in front of regulators and legislators – and in cases such 
as healthcare, can mobilize powerful producer and other 
groups to resist change. But the cumulative impact is not 
small: a stagnant society repels talent. Rather than frustrating 
innovators, we should let them do their thing – shaping both 
an image and a growing reality of Canada as an economy 
where talent thrives – a magnet for human capital.

It Truly Is All About People 

An agenda centred on human capital does not cover everything 
Canadians can and should do in 2015. Sustainability of public 
finances, low and predictable inflation, business decisions 
driven by economic opportunity rather than subsidies 
and regulation, managing the stresses of lower oil prices, 
environmental and social policies that address concerns 
without freezing public and private investments – modern 
economic management requires modern multitasking. As a 
guide to direction, if not always to detail, however, the maxim 
that it’s all about people can help us handle 2015’s challenges 
more effectively.

In the coming year, let’s lever Canada’s advantage as a 
society that welcomes people with different backgrounds, 
aptitudes, lifestyles, and ways of doing things. Whether they are 
here already, or whether they are somewhere else – possibly 
in places less hospitable to education, accomplishment or 
cultural differences – talented people should rank Canada 
first as a place to live and work. They should rank it first 
for enabling collaboration with buyers and sellers, and 
with inventors and investors, everywhere on Earth. And they 
should rank it first for opportunities to build a better life 
for themselves, and an even better life for their children and 
grandchildren.

“It’s all about people” should be the theme that guides 
Canada’s actions in 2015 and beyond. Because as in 
organizations, so in countries: the quality of human capital, 
and the skill with which leaders foster its development and 
productive activity, is the most important determinant of 
success. It truly is all about people.

8 See Submission to the Canada Transportation Act Review by Benjamin Dachis and Daniel Schwanen, Deccember 23, 2014.
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