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From the Editor

No matter which way Americans vote in November, the United States will 
have a new leader in the White House. Both John McCain and Barack 
Obama have promised to make significant changes, leaving the world—
and Canada in particular—to wonder what the policy consequences will 
be after the election.

The outcome of the upcoming presidential election is important to Ca-
nadians because our economies are so closely linked; many policy deci-
sions made in the United States can have a significant impact on Canada.

As Diane Katz points out in this issue of Fraser Forum, the energy 
policies of the next US administration could significantly affect Canada’s 
petroleum industry (“A barrel full of problems,” pg. 11). If the candidates’ 
anti-fossil fuel rhetoric is any indication, Katz writes, Canada, the single 
largest supplier of “foreign” oil to the United States, could suffer from 
more stringent regulations and steeper taxes south of the border.

The foreign policy and leadership style of the next president could 
also have a substantial impact on Canada, depending, for instance, on 
what the new president decides to ‘do’ about Iran and other threats to the 
United States, and whether or not he calls upon Canada to help (see “The 
lonely path,” pg. 26). Following the US election, Canada’s leader (who-
ever he is, once our own national election is over) will have as one of 
his priorities the continuing development of our relationship with the 
United States and its new leader. For the sake of the people and the econ-
omies of both countries, it is essential that our two countries remain on 
friendly and cooperative terms.

Of course, the economy is a major issue for Canadians who are wor-
ried about the fallout from the present Wall Street turmoil. Canadians 
are keenly aware that the way the next president handles the economic 
downturn could directly affect the wallets, house values, and retirement 
savings plans in this country.

There is a lot at stake for Canada in the next month or so, as both the 
2008 US presidential election and our own national election wrap up.

Let’s hope that once the elections are over, our leaders on both sides 
of the border will make policy decisions that empower individuals and 
strengthen the markets, ensuring the ongoing success of Canada and the 
United States.

— Kristin Fryer (kristin.fryer@fraserinstitute.org)

Fraser Forum

Votes and consequences



Fraser  Forum  10/08  3 3www.fraserinstitute.org

Up Front

On September 16, the Fraser Institute marked the global launch 
of the annual Economic Freedom of the World report with a 
gala event in Hong Kong. Hong Kong has consistently been 
a leader in economic freedom since 1970, the earliest year for 
which the Fraser Institute has measured economic freedom. 

The day’s events included a news conference to release the 
report, an academic symposium, and a “Celebrate Hong Kong” 
gala, recognizing the significant achievement of Hong Kong’s 
self-made society and the government’s on-going focus on eco-
nomic freedom. 

The annual peer-reviewed Economic Freedom of the World 
report uses 42 different measures to create an index ranking 
countries around the world based on policies that encourage 
economic freedom. The cornerstones of economic freedom are 
personal choice, voluntary exchange, freedom to compete, and 
security of private property.

At the Hong Kong luncheon, Dr. Mark Mullins, Executive 
Director of the Fraser Institute, announced the results of the 
Economic Freedom of the World: 2008 Annual Report and once 
again, Hong Kong topped the rankings. Dr. Mullins also spoke 
about minimum wages, warning the people of Hong Kong that 

the introduction of a minimum wage would have negative ef-
fects on Asia’s World City. 

Professor Richard Y.C. Wong of the University of Hong 
Kong and Professor Francis Lui of the Hong Kong University 
of Technology and Science spoke at the afternoon symposium. 
Through their presentations, they explained the relationship 
between China’s economic miracle and her increasing eco-
nomic freedom.

At the dinner gala, Mr. Donald Tsang, Chief Executive of Hong 
Kong, delivered the opening speech. While Tsang noted that he 
valued the recognition, he also promised to make every effort to 

“walk the walk” of economic freedom in the years ahead. 
The events were attended by a wide variety of scholars, ex-

ecutives, business owners, and government officials, including 
the Consul Generals of Canada, Australia, New Zealand, and 
the Netherlands; the Chairman of Hong Kong Exchanges and 
Clearing; and the Secretary for Labour and Welfare, one of Hong 
Kong’s principal government officials. The events were also cov-
ered by more than 30 English and Chinese media outlets.

—Wallace Chan, Chinese Affairs Coordinator

Celebrate

Hong 
Kong

Hong Kong Chief Executive Donald 
Tsang receives a Thunderbird 
talking stick from the Fraser 
Institute after delivering a speech 
at the “Celebrate Hong Kong” gala 
event on September 16, 2008. 
This year, Hong Kong once again 
topped the Economic Freedom of 
the World rankings.
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Jason Clemens

In Canada, worrying about being Amer-
icanized is a national pastime, particu-
larly in political and media circles. It 
seldom occurred to me that the United 
States could become Canadianized un-
til I moved here, during an election year, 
no less, and found Americans obsessed 
with many Canadian ideas. Ironically, 
this comes at a time when some of those 
Canadian ideas are losing favour north 
of the border because they just don’t 
work.

Presidential hopeful Barack Obama, 
for example, and heavy hitters in the 
Democratic Party have unambiguously 
supported a series of labour-law changes 
that would replicate some of the worst 
parts of Canadian labour laws. For ex-
ample, the Democrats support card-
check certification for unions. It means 
unions can become certified as the ex-
clusive agent of workers without a secret 
ballot vote. 

Such a system already exists in parts 
of Canada. Interestingly for America, 
though, Canadian governments have 
largely been moving away from this 
system because of its negative conse-
quences, namely creating a pronounced 
imbalance between union power and 
that of the workers and employers. 

Consider also American replication 
of Canadian health care. Large con-
stituencies in America, including much 
of the Democratic Party, favour single-
payer health care based on the Canadian 
model. Indeed, my experience in Cali-
fornia is that average citizens are more 
than ready to implement Canadian 
health care, not because they necessar-

ily understand it but because elites have 
convinced them it is a better system. 

I know from experience that the real-
ity of Canadian health care is substan-
tially different from the romanticized 
version I’ve heard about since landing in 
America. Canada’s health system is one of 
the most expensive in the industrialized 
world and provides relatively poor access 
to doctors and technology, which results 
in long and often painful waiting times. 
And these are only two of many prob-
lems plaguing Canada’s health system.

US health care suffers from serious 
problems too, of course, and it took me 

less than four months to experience them 
firsthand. What I’ve quickly learned, 
however, is that the United States does 
not have a market-based health system, 
which would eliminate or dramatically 
reduce many of the problems observed. 

Rather, the problem is that the Amer-
ican system is heavily and prescriptively 
regulated by Washington, DC, and state 
capitals. Swapping a heavily regulated, 
privately provided health system (US) 
for a heavily regulated, government pro-
vided health system (Canada) is not the 
panacea advocates make it out to be.

Taxes are another area where much of 
the United States seems intent on mim-
icking Canada, at least Canada pre-1996. 

That is, Canadians prior to 1996 were gen-
erally arguing about which taxes to in-
crease. The environment here seems to be 
the same. Most of the debates, particularly 
in the presidential race, are about whether 
or not to increase taxes, and if so, which 
ones. Barack Obama, for example, would 
allow the Bush tax cuts to expire (thus in-
creasing current rates) and apply payroll 
taxes to incomes of more than $250,000, 
resulting in a top marginal tax rate well 
north of 50% for American workers. 

Ironically, Canadian governments, 
both national and many provincial, are 
reducing personal and corporate taxes 
because they recognize through experi-
ence the damaging and counterproduc-
tive effects of high taxes. Canada is sup-
posed to be more egalitarian while the 
United States supposedly focuses more 
on entrepreneurship and merit-based 
compensation. However, the ability to 
retain the fruits of one’s efforts is dete-
riorating in the United States while it’s 
now improving in Canada. 

American politicians seem intent on 
copying Canada pre-1996, without re-
gard to consequences. They have picked 
Canadian ideas that don’t work very well, 
to the point that Canada is actually dis-
carding them. That can leave a new ar-
rival feeling like Al Pacino in Godfather 
III: “Just when I think I’m out, they drag 
me back in.”

It wouldn’t be so bad if America cop-
ied Canada post-1996. That would mean 
tightening the spending belts of govern-
ment, balancing the books, and reduc-
ing taxes—aggressively in some cases. 
Americans should welcome that kind of 
Canadianization, not because it’s Cana-
dian but because it works! 

Is America becoming 
Canadianized?

The reality of  
Canadian health care  

is substantially  
different from the  

romanticized version.
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Which US presidential candidate will win over 
mainstream voters?

Alexander Moens

The 2008 American election was de-
fined early on by the Democratic con-
tenders as a referendum on how Repub-
licans, and particularly President George 
W. Bush, have fared in governing the 
United States during the last eight years. 
Even though Democrats have controlled 
both the House of Representatives and 
the Senate for the last two years, Re-
publicans controlled them from 1994 
to 2006 and have occupied the White 
House for the last two presidential terms. 
In the public’s mind, the Republicans are 
the status quo. Barack Obama’s ultimate 
victory in the Democratic primaries was 
achieved by energizing and widening 
the Democratic base on the left-of-cen-
tre spectrum in the Democratic Party. 

The dynamics of this election, how-
ever, are more complex than Obama’s 
historic victory in the Democratic nom-
ination campaign, or Bush’s unpopular-
ity. We need to look at the developments 
within and among the two entrenched 
American political parties to properly 
evaluate how this “protest vote” against 
the Bush administration will play out. 

The Republican core

The Republican Party is a coalition of 
three broad interests: religious and so-
cial conservatives, fiscal and budgetary 
conservatives, and national security and 
defence conservatives. The first group 
has seen two judges who reject judicial 
activism and who seek to interpret cur-
rent law only on the basis of the consti-
tution’s original intent added to the Su-

preme Court (John Roberts and Samuel 
Alito), and a consistent pro-life and pro-
family message from the White House. 
They are a large part of the 30% of Amer-
icans who still approve of George W. 
Bush (Polling Report.com, 2008).

However, the last two groups (fiscal 
and defence conservatives) are disen-
chanted and disillusioned by their own 
party’s track record and by its negative 
image in the eyes of the public. The 
George W. Bush administration has al-
lowed too many domestic spending in-
creases, including a well-padded educa-
tion bill, two richly subsidized farm bills, 
and a new Medicare (Part D) program 
for seniors. It appears to have done lit-
tle to stem the growth of  the so-called 
earmarks by which members of the 
Congress attach riders to bills that bring 
related or unrelated funding to their dis-
trict or state.

During his first six years, Bush never 
vetoed a Congressional measure and thus 
by his actions chose party loyalty over 
fiscal restraint. The American economy 
has performed moderately well during 
the Bush years—the United States expe-
rienced an average GDP growth of 2.2% 
during the 2001-2008 period, and it is 
still ahead of its traditional competitors, 
including the Germans and Japanese. But 
in terms of almost all economic indica-
tors, the eight years under President Bill 
Clinton were stronger than the eight years 
under Bush (Marsden, 2008, Sep. 3; Barro, 
2008, Feb. 22). Even if we keep in mind 
that the economic revolution started by 
Ronald Reagan was the foundation upon 
which Clinton built, fiscal conservatives 
and conservative or Reagan Democrats 

compare the last two administrations 
and find the Bush years wanting.

The last segment of Republicans who 
emphasize strong defence have had 
their post-9/11 support for Bush severely 
tested by two developments. The ab-
sence of any major evidence of weapons 
of mass destruction in Iraq in the after-
math of the successful removal of the 
Saddam Hussein regime took away most 
of the popular legitimacy and urgency of 
the Iraq operation. Furthermore, inade-
quate peace stability operations in Iraq 
until the surge of 2007 almost let the 
victory in Baghdad and success in the 
wider war on terror slip out of American 
hands. Consequently, even though Bush 
has boosted defence and averted another 
terrorist strike on American soil, his de-
fence supporters are lukewarm. By being 
more pragmatic than Obama about any 
possible exit of American troops from 
Iraq, Hillary Clinton was courting the 
vote of the defence conservatives. 

The Democratic Party’s establishment 
clearly went into the primary campaign 
with a preferred candidate in the person 
of Hillary Clinton. After her presumably 
inevitable nomination, the plan was to 
divide and conquer the disparate Re-
publican ranks by splitting off enough 
people unhappy with Bush’s fiscal and 
defence policies, leaving the Grand Old 
Party (GOP) with its social conservative 
core. Because it was made clear from the 
start of the Bush presidency that Rich-
ard Cheney would not run to succeed 
him, the Republicans went into the pri-
maries without a clear front-runner and 
without a candidate who could reunite 
the three core groups.  

A race to remember
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Surprise victories and the shift 
in dynamics

Barack Obama’s victory in the Dem-
ocratic primaries complicated the 
Democratic Party’s plan to appeal to 
disenchanted Republicans, as well as 
independents, because Obama won on 
his own charisma and eloquence, and 
because his policies are more tradition-
ally liberal in terms of spending and gov-
ernment program expansion than Hil-
lary Clinton’s policies. Obama’s policy 
platform includes a decisive tax increase 
for upper income earners who account 
for the bulk of American tax revenue, 
as well as new taxes on corporations 
and higher taxes on dividend and capi-
tal gains, combined with a sizeable in-
crease in welfare payments aimed at the 
lower income brackets. Neither fiscally 
conservative Republicans nor Reagan 
Democrats are impressed with such re-
distribution policies.

Obama’s relatively low polling num-
bers since Hillary Clinton’s late exit from 
the race (mid- to high-forties) and John 
McCain’s surprisingly high numbers prior 
to the Republic convention in August 
(low- to mid-forties) are explained by the 
fact that many of the fiscal Republicans 
have not left the GOP ticket. At the same 
time, some Reagan Democrats and inde-
pendents have swung over to McCain.

McCain’s campaign appears to have 
made a strategic gain by selecting Alaska 
Governor Sarah Palin as the vice presi-
dential candidate. Logic holds that he 
will be able to attract Democrats and 
independents due to his maverick rep-
utation, as well as the national defence 
Republicans, while Palin will be able to 
keep social conservatives from staying 
home on election day. As the polls after 
the convention bumps showed, McCa-
in’s strategic move has turned the con-
test with Barack Obama into a virtual 
tie. Hard-core ideological voters in both 
parties are now in their respective camps. 
This has brought the election back to the 

A race to remember

economic platform: who will be able to 
persuade fiscal conservatives and Rea-
gan Democrats to come their way?

Using his well-established trademark 
as a maverick and a non-establishment 
Republican, McCain now offers voters 
an opportunity to cast a vote against 
the Bush administration without hav-
ing to vote Democrat. We clearly see 
an attempt by McCain to make specific 
reform—rather than Obama’s generic 
theme of hope and change—the focus 
of the campaign. If by doing so McCain 
can put Obama on the defensive—as 
appeared to be the case in mid-Septem-
ber—and hold this pattern through the 
three scheduled debates, he will gain a 
clear advantage. With Obama having 
risen to the top of the Democratic Party 
in a very short period of time and with 
record publicity by making use of left-
of-centre rhetoric, it is now very difficult 
for Obama to move back toward the 
centre if he should wish to do so, espe-
cially as McCain has already staked his 
claim there.

There is no evidence that Americans 
disappointed in Bush have actually be-
come more liberal and would therefore 
readily move towards Obama. In fact, 
the gains the Democrats made during 
the 2006 Congressional election came 

mostly in the form of Reagan Demo-
crats. These voters clung tenaciously to 
Hillary Clinton until the convention and 
can still be influenced by the McCain 
campaign with substantial policy argu-
ments.

McCain, however, does face many 
obstacles, not least of which is the typi-
cal swing vote against an unpopular 
president in times of economic stress. 
Counting all national elections since 
World War II, the chances of either party 
winning a third victory in a row is only 
20% (Cook, 2008, Sep. 9). Also, McCain’s 
main economic policies, such as lower-
ing corporate taxes and introducing in-
dividual health accounts, are essentially 
market-based solutions, which are usu-
ally a more difficult sell during elections 
than government handouts (Feldstein 
and Taylor, 2008, Sep. 2). Both candi-
dates favour plans for costly limits on 
carbon emissions which have become 
unpopular in light of the rise in energy 
costs in 2008.

Obama has three additional advan-
tages. Most current polling is based 
on voter registration records that do 
not yet reflect the large number of 
young voters signed up by his camp. 
Moreover, national average polls mean 
little in the end as each state holds its 
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own presidential election within its 
own dynamics and with its own final 
Electoral College score (varying from 
55 for California to three for the least 
populated states). A half dozen of the 
battleground states are now poised to 
decide the final outcome. The Obama 
campaign also has an enormous finan-
cial advantage and has better local, on-
the-ground organization. So far this 
year, the Electoral College vote distri-
bution also favours Obama as he leads 
in states which, when combined, have 
more Electoral College votes than the 
states where McCain leads (Real Clear 
Politics, 2008). On the other hand, any 
major foreign crisis between now and 
the election is likely to favour McCain. 
Finally, even if McCain wins the White 
House, Congress appears set to elect 
stronger Democratic majorities, thus 
enhancing the Democratic influence 
on whatever policies emanate from the 
next resident of the White House.
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Diane Katz

Canadians’ confidence in government 
food inspection plummeted recently af-
ter a number of deaths related to tainted 
meat products occurred across Canada. 
In predictable fashion, officials prom-
ised to resolve the crisis by increasing 
their budgets. But matters won’t im-
prove in any meaningful way until food 
safety policy is shaped by science rather 
than politics. 

The 18 deaths associated with the out-
break of Listeriosis in processed meats 
from Maple Leaf Foods in Toronto would 
be tragic under any circumstances. But 
they are all the more so given the ready 
availability of safe biotechnology that 
can destroy a great deal of the microbial 
contamination that sickens millions of 
Canadians each year and costs the econ-
omy more than $14 billion (Canadian 
Partnership for Consumer Food Safety 
Education, 2006).

There’s no guarantee of risk-free eat-
ing, of course. More than 250 diseases 
(Ontario, Ministry of Agriculture Food 
and Rural Affairs, no date) are transmit-
ted through food by biological hazards—
a vast number of which are invited by 
consumers’ mishandling of perishables. 
But the use of irradiation can signifi-
cantly reduce incidences of food-borne 
illness. 

Exposing food to radiant energy 
such as microwaves and gamma rays 
kills bacteria or halts their proliferation. 
The process has undergone decades of 
research and has been deemed safe and 
effective by more than 50 countries. Ac-

cording to the Canadian Institute of 
Food Science Technology (1999), “From 
a toxicological, microbiological, or nu-
tritional point of view, the process of 
food irradiation is at least as safe as 
other, more conventional, well-accepted 
food processes such as pasteurization 
and canning.” 

Yet Health Canada has not finalized 
any petition for food irradiation since 
1984, when permission was granted to 
irradiate wheat and flour against insect 
infestations. Only three other applica-
tions have been approved in the past 25 
years: for potatoes, to control sprouting 
and extend shelf-life, in 1960; for onions, 
to inhibit sprouting, in 1965; and to de-
contaminate herbs, in 1984. 

Dr. Jeff Farber, director of Health 
Canada’s Bureau of Microbial Hazards, 
insists that the government has not re-
ceived a petition from the private sector 
for permission to irradiate processed 
meats. But it is patently obvious why no 
one has applied: the agency has yet to 
finalize a petition initiated back in 1998 
from the Canadian Cattlemen’s Associa-
tion for irradiation of red meat (a prac-
tice approved eight years ago by the US 
Food and Drug Administration). Also 
languishing in Health Canada’s petition 
purgatory are requests to irradiate raw 
poultry, shrimp, and mangoes.

This recalcitrance is all too reminis-
cent of government foot-dragging on 
milk pasteurization in the 1930s. Despite 
overwhelming evidence of the benefits, 
provincial officials resisted life-saving 
pasteurization requirements for more 
than two decades. 

Listeriosis crisis demonstrates 
need for greater use of biotech

Science and safety
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Science and safety

Health Canada researchers acknowl-
edge the benefits of irradiation—on pa-
per, at least. In a review of proposed uses, 
officials concluded,

The proposed new uses of food ir-
radiation could contribute to a re-
duction in disease incidence and 
consequently result in an associated 
reduction in public and personal 
health costs … Treatment with ion-
izing radiation can also improve the 
quality of foods by controlling insect 
infestations and microbial contami-
nation after harvesting … Therefore, 
irradiation has the potential to as-
sist industry in enhancing the safety 
and quality of food products. (Health 
Canada, 2002) 

Canada also is a signatory to the 
United Nation’s Codex Alimentarius 
Commission, which promulgates in-

ternational food standards, including 
endorsement of irradiation “when it 
fulfils a technological requirement and/
or is beneficial for the protection of con-
sumer health.” 

But officials of Health Canada evi-
dently lack the fortitude to take on the 
food alarmists who demonize all things 
biotech. The agency actually has con-
ducted focus groups in Toronto, Mon-
treal, Halifax, and Red Deer to gauge the 
potential for public backlash in the event 
a petition should somehow be finalized. 
But courting public opinion should be 
wholly irrelevant to a “science-based” 
agency.

Public opinion is obviously impor-
tant to grocers, many of whom in the 

United States have been reluctant to 
adopt irradiation for fear of alienating 
their customers. In fact, market research 
now shows that when given a choice 
between irradiated and non-irradiated 
foods, at least half of consumers will opt 
for the safer choice, i.e., the irradiated 
product (Osterholm and Potter, 1997). 
Consequently, groups such as the Gro-
cery Manufacturers Association, which 
represents the food and beverage in-
dustry, are petitioning the US Food and 
Drug Administration to expand the use 
of irradiation. 

Regulators in Canada, however, are 
robbing grocers and consumers of that 
choice.

Instead, government officials are 
promising to hire 58 food inspectors 
this year—adding to the 200 new hires 
in the past two years. They also are vow-
ing to increase funding for food safety 
programs by more than $100 million 

annually (Campion-Smith et al., 2008, 
Aug. 28). 

Of course, the agency could dramati-
cally improve manpower efficiency if 
the system were not designed for in-
spectors to spend 50 percent of their 
time on paperwork, as acknowledged 
by Minister of Agriculture and Agri-
Food Gerry Ritz (Campion-Smith et al., 
2008, Aug. 28). And, the current budget 
might prove adequate if Health Canada 
focused its resources on priority risks. 
For example, is it really necessary for 
the federal government to issue warn-
ings—five years running—about the 
potential hazards of garage sale items? 
Must it monitor our intake of trans fats 
and indulge in seemingly endless spec-

ulation about the possible impacts of 
hypothetical climate change on public 
health?

Beefing up food inspections is a bu-
reaucratic band-aid, at best. Inspectors 
can only check a fraction of the food 
products moving through the vast sup-
ply chain. But many more lives would 
be saved—and immeasurable grief pre-
vented—if only Health Canada would 
stop paying lip service to life-saving bio-
technologies and actually permit their 
utilization.
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Norman J. Ornstein

Either John McCain or Barack Obama 
could win the presidency in November. 
Even if the landscape appears to favour 
the Democratic candidate, it is no sure 
thing, especially after McCain’s stunning 
selection of Sarah Palin as a running 
mate roiled the waters. But there is one 
virtually sure thing in American politics 
this year: whether it is President McCain 
or President Obama, there will be robust 
majorities of Democrats in both houses 
of Congress.

The landscape of congressional elec-
tion politics this year is nearly wholly de-
tached from the presidential race. Amer-
icans overall are unhappy, even angry, 
about the state of the nation and about 
politics in Washington. But even though 
the Democrats have been the majority in 
Congress for the past 20 months, Ameri-
cans still blame Republicans—who had 
a hammerlock on power in Washington 
for the previous four years under Presi-
dent Bush—for the problems far more 
than they blame Democrats. As of Au-
gust 2008, when asked which party they 
would prefer to control Congress, vot-
ers picked Democrats by a wide margin 
(Angus Reid, 2008).

Republicans in Congress have been 
demoralized. They are underfunded for 
the coming campaign compared to their 
rivals, they have failed to recruit stellar 
challengers to compete in contested dis-
tricts and states, and they have far more 
retirements, leaving candidates without 
the built-in advantages of incumbency 
to compete in vulnerable areas. Demo-
crats should pick up 10 to 20 seats in the 

435-member House of Representatives, 
swelling their majority to close to 260 
seats, and should pick up three to seven 
seats, perhaps even more, in the Senate, 
moving them from the current razor-
thin 51 to 49 margin into comfortable 
majority territory.

Thus, if elected, Barack Obama would 
have a united government and a very at-
tractive cushion in Congress, while John 
McCain would face a formidable set of 

numbers against him in a divided gov-
ernment. But each situation would pose 
serious challenges for the new president, 
of a different variety.

For Obama, there would be scant 
comfort with, say, 260 Democrats in the 
House and 57 in the Senate. After all, Bill 
Clinton, who was elected in 1993 after 12 
years of Republican presidents, had 258 
Democrats in the House and 58 in the 
Senate when he started—and had the 
most miserable two years of a modern 
president. Republicans, understand-
ably unhappy after being ousted from 
power, basically told the new president 
that he and his party were on their own. 
They provided not a single vote in either 
house for his initial top priority, an eco-
nomic package. Instead of a quick early 
victory that would have been a spring-

board to future successes, Clinton spent 
eight grueling months trying to cobble 
together the necessary votes from his 
own reluctant party colleagues. He 
eventually won, by a single vote in each 
house, but only after months of embar-
rassing public humiliation, making the 
result more a defeat than a victory. That 
was followed, of course, by his signature 
health care plan going up in flames—and 
by a sweeping defeat for his party in the 
1994 midterm elections (Amer, 2005).

Obama would undoubtedly have a 
similar problem with Republicans, who 
after two bad elections in a row would 
have one word on their lips: 2010, the 
date of the next Congressional election. 
He would need either to build majorities 
from his own party alone by providing 
incentives for the significant number of 
more conservative “Blue Dog” Demo-
crats from the South and West who will 
be among the bulk of the new winners 
in November, while retaining the hard-
core liberals; or by finding a critical mass 
that would include some conservative 
Republicans, since nearly all the moder-
ates will be gone with this election. Ei-
ther way, he would disappoint his party’s 
left, leading to a likely revolt in the blo-
gosphere. The key question would be: 
does he have the intestinal fortitude to 
stand up to the Left?

For John McCain, the problem would 
not necessarily be working with Demo-
crats: he has a long history of finding 
partners across the aisle, from Joe Lie-
berman to Ted Kennedy to Russ Feingold, 
on issues from global warming to immi-
gration to campaign finance reform. But 
all of these issues have been anathema 

The congressional challenge
Obama, McCain both face obstacles in the Houses

Divided government 
can work in the 
United States— 

perhaps even better 
than one-party rule.
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to his conservative base. Despite the en-
thusiastic reception he received at his 
party nominating convention in St. Paul, 
nearly all due to the choice of Palin, the 
conservatives in his party, meaning the 
bulk of his colleagues in Congress, do 
not trust him fundamentally. 

When Ronald Reagan faced divided 
government in the early 1980s, he ended 
up regularly compromising with the 
liberal Democrats in the House led by 
Speaker Tip O’Neill. His Republican 
counterparts dutifully went along, be-
lieving that he had protected their inter-
ests as best he could, compromising only 
at the last minute out of necessity. With 
McCain, they fear that his first instinct 
is to talk to Kennedy or Lieberman, not 
to work out strategy with Senate Repub-
lican Leader Mitch McConnell or House 
Minority Leader John Boehner. 

Divided government can work in 
the United States—perhaps even better 
than one-party rule, given the country’s 
highly polarized environment. But it 
works only if a president brings along his 
own party in the minority in Congress, 
which otherwise has every incentive to 
see government fail since that would 
mean that Congress, under the other 
party’s banner, is failing as well. Would 
McCain, if elected, be able to find ways 
to compromise and still keep a critical 
mass of his own partisans in line?

Both presidential candidates prom-
ise real change. However, both will have 
real challenges in Congress if they make 
it to the White House.
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Diane Katz

Oil-bashing is de rigueur on the US 
campaign trail, with both John McCain 
and Barack Obama peddling policies that 
treat fossil fuels as an impediment rather 
than the world’s foremost energy source. 
No matter which candidate emerges the 
victor come November, Canada will 
likely confront an administration that is 
less friendly to its petroleum products 
than its predecessors have been.

As the single largest supplier of “for-
eign” oil to the United States (US Energy 
Information Administration, 2008a), 
Canada certainly has a stake in the en-
ergy and environmental politics across 
the border (figure 1).1 If the candidates’ 
rhetoric is any indication, the next presi-
dent will punish the petroleum industry 
with more stringent regulations and 
steeper taxes in the name of weaning 
Americans from their “addiction” to oil 
and saving the Earth from presumed 
catastrophic climate change.

Indeed, Obama characterized oil as 
“dirty, dwindling and dangerously expen-
sive” during a June 25 speech in Las Ve-
gas (Alberts, 2008, June 24). His energy 
advisor, Jason Grumet, later said it was 
an “open question” whether oil extracted 

from Canadian oil sands would “align” 
with the energy policy of an Obama ad-
ministration given that the carbon emis-
sions associated with its production are 

“unacceptably high” (MacCharles, 2008, 
Aug. 27).

“If the only way to produce those re-
sources would be at a significant penalty 
to climate change, then we don’t believe 
that those resources are … going to play a 
growing role in the long-term future,” Gr-
umet said (MacCharles, 2008, Aug. 27).

McCain likewise blames oil for “con-
taminating” the environment.

“The world is already feeling the pow-
erful effects of global warming, and far 
more dire consequences are predicted if 
we let the growing deluge of greenhouse 
gas emissions continue, and wreak 
havoc with God’s creation,” he says (USA 
Today, 2007, Apr. 23).  But he appears far 
more concerned about America’s “reli-
ance on oil sheiks,” and he repeatedly 
decries “the transfer of American wealth 
to the Middle East [that] helps sustain 
the conditions on which terrorists prey” 
(USA Today, 2007, Apr. 23).

To the extent that a McCain ad-
ministration could somehow foreclose 
imports from the Persian Gulf, the de-
mand for Canadian oil could increase. 

A barrel full of problems
Candidates’ stance on oil will hurt 
North American economy

“Our dependency on foreign oil … is a major strategic vulnerability, a serious threat 
to our security, our economy, and the well-being of our planet.”  

— John McCain

“Our dependence on oil is … a threat to our national security, our  
planet, and our economy.” — Barack Obama
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A barrel full of problems

However, both McCain and Obama vow 
to replace fossil fuels with so-called re-
newable energies such as wind and solar 
power—neither of which is as cheap to 
produce or readily available.

But increased government spending 
on new energy infrastructure, as called 
for by both candidates, could be a plus 
for Canadian materials and engineering 
companies, analysts say (Alberts, 2008, 
June 24).

There is certainly a degree of hyper-
bole in both candidates’ statements. In 
reality, no American president could 
simply halt the huge flow of oil by decree. 
McCain vows to free the United States 
from Middle Eastern oil in five years, but 
even that timetable is unrealistic. OPEC 
countries export to the United States 
more than 2 billion barrels of crude oil 
and petroleum products annually (US 
Energy Information Administration, 
2008b), and no viable substitute is avail-
able to replace it in the near future.

However, the policy pronouncements 
of the two candidates, if enacted, would 
certainly reduce the volume of oil im-
ports to the United States from around 
the globe and significantly raise the 
costs of supplying the American mar-
ket. For example, both Obama and Mc-
Cain are calling for the imposition of a 

“low-carbon fuel standard,” which would 
require gasoline suppliers to reduce the 
volume of emissions associated with the 

“lifecycle” production of transportation 
fuels.2 McCain first embraced such a 
standard in 2007, when California’s pol-
icy debuted. He has since proposed that 
the standard be applied nationwide.

Such a standard could constitute a 
market barrier to Canadian petroleum 
derived from oil sands, which requires 
more energy (and thus creates more 
emissions) to produce and refine than 
crude oil and products from conven-
tional sources. About half of the Cana-
dian oil exported to the United States 
originates from oil sands (Congressional 
Research Service, 2008). 

Ironically, a low-carbon fuel standard 
could limit US imports of Canadian oil, 
leaving the country even more “depen-
dent” on supplies of petroleum from less 
friendly countries. However, that per-
verse outcome does not appear to have 
occurred to either Obama or McCain, or 
their advisors.

The prospect of fewer exports to 
America does not appear to faze Rick 
George, chief executive of Suncor Energy 
Inc., one of the largest oil sands produc-
ers. In his view, “If the US doesn’t want 
it, certainly it will be absorbed by China, 
India or other growing economies.” But 
exporting to Asia would cost signifi-
cantly more than moving oil across an 
adjacent border. And neither China nor 
India is as friendly, reliable, and stable a 
trading partner as the United States.

Both candidates also are promoting 
a cap-and-trade program to reduce the 
greenhouse gas emissions that they claim 
are causing climate change. Obama says 
his plan would reduce greenhouse gas 
emissions by a whopping 80% by 2050. 

For his part, McCain has set his sights 
on reducing emissions to 60% below 
1990 levels by 2050. Although Ottawa 
and the provinces are also pursuing re-
ductions in greenhouse gas emissions, 
Canadians should hope that the United 
States does not come anywhere close to 
meeting such targets, given that zero-
emission substitutes are in short supply. 
The economy would barely function un-
der such conditions, as the only way to 
achieve these targets would be to drasti-
cally reduce economic output.

However, Canadian suppliers of so-
lar, hydro, and other renewables could 
benefit from alternative energy man-
dates and tax support for zero-emissions 
power, analysts say (Alberts, 2008, June 
24). Farmers would likely benefit more 
from a win by Obama given his support 
for ethanol. McCain, on the other hand, 
touts increased nuclear energy over con-
tinued subsidies for the corn-based fuel.

The slew of energy subsidies and 
mandates proposed by McCain and 
Obama certainly do not bode well for 

Other
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Figure 1: Top five sources of oil and petroleum 
imports to the United States, 2007

Source: US Energy Information Administration (2008a).
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the US economy—or for Canada, by ex-
tension, as it relies heavily on a vibrant 
American market for its own economic 
growth. For example, Obama is calling 
for a tightening of fuel economy stan-
dards by 4% annually, which would im-
pose tremendous costs on the automo-
tive industry.

Taking the carrot approach, McCain 
has promised to award $300 million in 

“prize money” for battery improvements 
that would make plug-in hybrids and 
electric autos more practicable—and 
at 30% less than current cost. He also 
wants to allocate $2 billion annually to-

ward advancing clean coal technologies. 
But an audit of 13 similar projects by the 
Government Accounting Office found 
that “8 had serious delays or financial 
problems, 6 were behind their original 
schedules by 2 to 7 years, and 2 projects 
were bankrupt” (Wells, 2001). 

Such “incentives,” while seemingly 
generous, simply transform taxpayers’ 
hard-earned money into corporate wel-
fare. Moreover, the course of research is 
twisted by following the money rather 
than the most promising route for ad-
vancement.

More troubling is Obama’s threat to 
tax “windfall profits,” and  to redistribute 
the money to families as an “emergency 
energy rebate.” Such a tax would consti-
tute a disincentive to investment in ex-
ploration and production—particularly 
with respect to more costly projects such 
as the oil sands. 

McCain simply says that he, too, is 
“angry” at the oil companies for earning 
“obscene” profits and for failing to develop 
alternative energy sources (New York 
Sun, 2008, June 13).  He has yet to explain 
why oil companies should be expected to 
invest in technologies that would lower 
demand for their core product.

Both candidates have also outlined 
a number of other energy policy provi-
sions. But it’s enough to know just the 
basics to recognize their deep distrust of 
the market to manage energy supplies 
and their entrenched belief that govern-
ment interference is necessary to chart 

the future. This same sentiment is readily 
apparent in Canada, as officials scramble 
to “out-green” one another with climate 
change schemes. But neither country 
will benefit by limiting energy sources 
and punishing those who produce them.  

Notes

1 Imports of crude oil and petroleum prod-
ucts from Canada more than doubled be-
tween 1993 and 2007 (US Energy Informa-
tion Administration, 2008b).

2 This “lifecycle” standard applies to the 
amount of greenhouse gas emissions per 
unit of energy over the entire course of fuel 
production, i.e., from excavation to refining.
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A barrel full of problems

Ironically, a low-carbon fuel standard could 
limit US imports of Canadian oil, leaving the 
country even more “dependent” on supplies 

of petroleum from less friendly countries. 
However, that perverse outcome does not 

appear to have occurred to either Obama or 
McCain, or their advisors.
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J. Scott Moody

The two US presidential candidates—
Democrat Barack Obama and Republi-
can John McCain—have each proposed 
a tax plan that is indicative of their re-
spective styles of governance. But are 
these proposed tax changes good tax 
policy?

The Bush tax cuts
To extend or not to extend, that is 
the question

Ironically, the Bush tax cuts will ex-
pire under economic conditions that are 
similar to those that propelled their en-
actment—economic malaise. This short-
term consideration should give the next 
president pause when deciding to extend 
the tax cuts or to let them expire. Expira-
tion would create one of the largest—if 
not the largest—one-year tax increase 
in recent US history. The Congressional 
Budget Office estimates the jump in in-
dividual income tax revenue would be 
$212 billion between 2010 and 2011 (Con-
gressional Budget Office, 2008).

More urgently, if the next administra-
tion does not act quickly, the ill-effects 
of the expiring tax cuts will start to 
manifest themselves long before the ac-
tual expiration as taxpayers scramble to 
minimize the tax hit. For example, prof-
its may be pulled out of the stock market 
to be taxed under the lower capital gains 
rates, which would put downward pres-
sure on the value of all stocks.

Fortunately, the next administration 
will be able to draw on significant new 
research regarding the positive, dynamic 

economic impacts the Bush tax cuts 
have had on the economy. For example, 
a recent report by economist Robert 
Carroll (2008) of the Tax Foundation 
found that

the reduction in the top two tax rates 
induced taxpayers to report more 
taxable income—an increase in the 
size of the tax base—to such an extent 
that this positive behavioral response 
likely offset roughly 25 percent to 40 
percent of the static revenue loss of 
lowering the top two tax rates. This 
research illustrates that, while the 
lower tax rates have not paid for 
themselves, they do provide impor-
tant economic benefits.

According to the Tax Foundation, 
McCain would permanently extend vir-
tually all of the Bush tax cuts and con-
tinue to push for the elimination of the 
Alternative Minimum Tax (AMT).1 The 
McCain plan would make one significant 
departure from the Bush tax cuts by re-
taining the death tax, which is currently 
15% with a $5 million dollar exemption 
($10 million for married couples). Un-
der existing law, the death tax would be 
eliminated in 2010.

Obama, on the other hand, would 
not extend provisions affecting taxpay-
ers earning more than $250,000. The 
Obama plan would increase the tax on 
interest and dividends from its present 
rate of 15% to 20% (Furman and Gools-
bee, 2008, Aug. 14). His plan would also 
apply a highly punitive 45% death tax 
with a $3.5 million exemption ($7 mil-
lion for married couples). 

The Obama plan
Credits, credits, and more credits

The Obama plan calls for many new 
tax credits that are very specific and 
narrowly targeted. More specifically, 
Obama would create two new tax cred-
its—the Making Work Pay credit and 
the Universal Mortgage credit—while 
significantly expanding several existing 
credits including the Earned Income 
tax credit, Child and Dependent Care 
tax credit, Saver’s credit, and the Hope 
credit.

In addition, Obama would make all 
of these credits refundable. A credit that 
is “refundable” means that if a taxpayer’s 
tax liability falls to zero because of the 
tax credit, any left-over tax credit is re-
funded to them through a cash payment 
from the US Treasury. 

Obama is also proposing an increase 
in the social security payroll tax by im-
posing a new 4% tax on those earning 
more than $250,000. Under current law, 
taxpayers earning more than $102,000 do 
not pay any social security payroll taxes. 

The McCain plan
Few, but big changes

The McCain plan would revolve around 
only two significant changes. The less 
significant of the two tax changes is a 
doubling of the dependent exemption. 
Dependents are generally children, but 
can also include elderly or disabled de-
pendents as well.

The most significant tax change is the 
creation of a new refundable health care 
tax credit that would replace the cur-

America’s fiscal future
Which candidate has the better tax plan?



Fraser  Forum  10/08  15 15www.fraserinstitute.org

rent health insurance exclusion for em-
ployer-provided health insurance.2 Un-
der current law, most health insurance 
is provided by the employer because it is 
deductible against taxable income. This 
has resulted in a “lock-in” effect such 
that employees stay with their current 
employer simply because there is no 
affordable health insurance alternative. 
This tax change would be “revenue neu-
tral” in that the revenue raised by elimi-
nating the exclusion would be equal to 
the revenue cost of the new tax credit.

McCain is also proposing to reduce 
the corporate income tax rate from 35% 
to 25%.

Which is the better tax policy?

Creating higher marginal tax rates for 
many taxpayers, Obama’s tax plan suf-
fers from a number of economic prob-
lems. A taxpayer’s marginal tax rate is 
the amount of taxes paid on the next 
dollar earned. For example, if the tax 
code was based on a single 10% rate on 
all income, the marginal tax rate would 
always be 10 cents paid on every dol-
lar earned. In reality, all of the various 
exemptions, deductions, credits, and 
graduated tax rates can lead to a variety 
of marginal tax rates. 

Under Obama’s tax plan, marginal 
tax rates for taxpayers earning more 
than $250,000 would be higher simply 
because statutory tax rates would be 
higher for both personal income taxes 
and social security payroll taxes. 

In fact, marginal tax rates would in-
crease for many taxpayers because of the 
refundable tax credits. The refundable 
portion of the tax credit imposes “nega-
tive marginal tax rates” on taxpayers 
because the more money they earn, the 
smaller the refund they receive. The tax-
payer is not paying more in taxes, but he 
is receiving less in refunds. 

Furthermore, the phase-out range of 
the tax credits creates spikes in the mar-
ginal tax rate until they are completely 

eliminated. For example, married cou-
ples with children who are within the 
phase-out income of the child tax credit 
face a statutory tax rate of 25% plus a 5% 
phase-out rate on the child tax credit, 
creating a combined marginal tax rate of 
30%. In other words, for every new dol-
lar earned, the couple will pay 25 cents 
to Uncle Sam while losing 5 cents of the 
child tax credit. 

The current tax code is already riddled 
with numerous peaks and valleys in the 
marginal tax rate. Obama’s plan would 
only worsen the situation (Brill, 2008). 
The refundable credits he has proposed 
would effectively transform the Internal 
Revenue Service into a cash-dispensing 
welfare agency, which is not its primary 
purpose. Furthermore, the higher mar-
ginal tax rate on interest and dividend 
income, as well as the resurrection of the 
death tax, would reduce investment and 
long-term economic growth.

McCain’s personal income tax plan is 
one part political pandering and one part 
good tax policy. The higher dependent 
exemption he has proposed is aimed 
more towards appealing to middle-class 
families and does little to reform the tax 
code. However, the health care tax credit 
is an important first step toward funda-
mental tax reform that would help lay to 
rest the highly distortional tax exclusion 
for employer-provided health insurance. 
Connecting health insurance to individ-
uals, rather than employers, will elimi-
nate the current “lock-in” effect.

McCain’s plan to reduce the top 
corporate income tax rate would pro-
vide a much needed boost to America’s 
corporate competitiveness and thus 
would increase both jobs and incomes. 
This reduction would provide much 
needed reform since America’s corpo-
rate income tax rate, according to the 
Tax Foundation, is significantly above 
the world average. On the downside, 
McCain’s plan would also resurrect the 
death tax, which hurts small businesses 
in particular. 

Conclusion

Overall, the Obama tax plan would 
not be a step in the right direction for 
the United States since it would raise 
marginal tax rates for taxpayers across 
the income spectrum through higher tax 
rates and complicated credit phase-outs. 
In contrast, McCain’s tax plan would 
continue President Ronald Reagan’s 
legacy of lowering marginal tax rates 
for individuals and businesses, thereby 
rewarding hard work and greater invest-
ment. McCain’s plan would also take an 
important first step towards correcting 
the health insurance distortion that has 
plagued the current tax code. 

Notes

1 The rest of this report draws heavily on 
a report published by the Tax Foundation 
(2008).

2 Obama has also put forth a health in-
surance reform plan, but it relies more on 
regulation and mandates than on fixing the 
problems within the tax code—the genesis 
of today’s current health insurance prob-
lems.
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Putting patients first
The only solution for Canada’s health care system

Dr. Brian Day is an orthopedic surgeon who served as president 
of the Canadian Medical Association for 2007-2008. In 1996, 
Dr. Day founded the Cambie Surgery Centre, a private hospital 
in Vancouver, British Columbia.

The following is abridged from a speech given at the Metro res-
taurant in Vancouver, BC, on September 4, 2008, as part of the 
Fraser Institute’s ongoing speaker series, Behind the Spin.

*    *    *

I’m going to talk to you about change. I think we have to evolve 
and adapt. That’s what Darwin believed in—that those who 
were able to adapt would end up surviving. But we haven’t 
adapted in Canada. 

One of the things I pushed in my year [as president of the 
Canadian Medical Association] was the cost of waiting, and 
that it actually costs more to keep people on wait lists. I tried to 
give governments a reality check on that. To their credit, sev-

eral governments are moving ahead now with various initia-
tives. They’re realizing that it’s actually costing them more not 
to treat people.

We have a system where everything revolves around the sys-
tem and this has to change. What we need to do is put patients 
at the center of this universe and have everything else revolve 
around the patient. When that happens, everything else will fall 
into place.

When Medicare was introduced it was supposed to be a floor, 
meaning we wouldn’t let anyone suffer because they didn’t have 
access to necessary health care. What we’ve evolved into is a 
ceiling where we won’t let anyone get better health care than 
what the government will give them, and that’s not right.

Here is just one example of a non-patient-focused health 
system. Patients are put in rooms together. Now, if you’re sick, 
you don’t want to be in a room with three or four or 10 other 
people. But that’s the way they’re building our hospitals because 
they’re not patient focused. The price you pay for that—and it’s 
obvious to those of us who work in hospitals—is that patients 
get infections. And then other patients get infections if they’re 
in the same room.

If you’re very sick, I’d think you’d want to be in a room by 
yourself with privacy. And even if you’re not very sick, you 
would want to be in a room by yourself. You don’t want doctors 
coming around and asking you personal health questions while 
three other people are listening to every word you’re saying. 
Right now in our hospitals we have 70-year-old men sharing 
rooms with 16-year-old women. That’s uncivilized and we’ve 
got to change that.

The issues the Canadian Medical Association pushed last 
year and will push this year are patient focused: for example, 
the creation of a Canadian patient alliance, a consumer group 
to represent the populace. Right now, you’ve got groups repre-
senting doctors, nurses, unions—there are no groups in Canada 
that represent patients. They need to have a political voice and 
we think that this should be initiated.

And now, I will touch briefly on a discussion of money-
following-the-patient. We are now the last OECD country that 
block-funds our hospitals: we give them a global budget at the 
beginning of the year and every patient that comes to their hos-
pital uses up their money. Britain was the next to last. In 2004, 

Dr. Brian Day, past president of the Canadian Medical Association,  
poses with Leah Costello, Director of Special Projects at the Fraser 
Institute.
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they changed and had the money follow the patient. They now 
have virtually no wait lists in England.

We have proof in BC that money-follows-the-patient works 
and that private-public partnerships work. It has worked with 
injured workers [who can receive treatment privately through 
the Workers Compensation Board]. We have data on injured 
workers from the Workers Compensation Board. It is the only 
organization in Canada that I know of whose health costs have 
actually dropped over a 10-year period. They are saving up to 
$100 million a year in wage-loss transfers by not having wait 
lists. It works. It has already worked.

The other thing I pushed this year is that we have 1,500 young 
Canadians who are forced to leave the country to go to medical 
school, despite the fact that we’ve gone from 4th to 26th [out of 
28 developed countries] in the number of doctors per popula-
tion. The reason for this? It’s not a patient-focused system. We 
don’t want doctors because they’ll treat patients and cost us 
money. It all comes back to the same vicious circle. 

BC has been good in this way—we have expanded medical 
schools. So have Ontario and other provinces. But we only have 
between seven and eight medical school entry spots for every 
100,000 Canadians. In England they have 13. So we’re way be-
hind.

Right now, there are over 300 Canadians in Ireland going to 
medical school and paying high fees to subsidize the education 
of the Irish medical students who don’t pay anything. There’s 
something wrong with that.

When the national health system started in 1948, it had the 
patient at the center of the circle. We started with that concept 
and it worked for a few years but it’s not working now. 

When we call for a patient-centered system, we are really 
calling for a system that exposes itself to more market influ-
ences. It empowers the patient, empowers the public, and I 
think that’s the way we’ll move forward.

One group, the European Consumer Powerhouse, came out 
with a study this year. For seven years they’ve ranked health sys-
tems in Europe, ranking 29 countries on various criteria. They 
added Canada this year and we came out 23rd around Lithuania 
and Romania. But in value for money, we came dead last—30 
out of 30. There is something wrong with that. We should be 
the best, and I think that by modifying the way we operate, we 
could be that. 

“We have a system where everything 
revolves around the system and  

this has to change.”

Putting patients first

After Dr. Day’s speech at the Metro restaurant, Fraser 
Forum spent a few minutes talking with Day about the 
possibilities of patient-centered care in Canada.

Fraser Forum: What would you say are the 
cornerstones of patient-centered care?

Brian Day: First of all, the patient should be looked 
upon as the consumer of health care. When you go 
to any institution, you need to be looked upon as a 
valued asset, and that’s the thing that’s missing from 
the way patients are treated now. I’m not bringing 
down our health system because once you get access 
to the doctors, the nurses, and the hospitals, it’s pretty 
good. 

The patient wants to be seen quickly, diagnosed 
quickly, and treated quickly. Those are three 
cornerstones. And they want to be sure that they’re 
getting the best quality health care that they can, and 
I think that we’re not delivering that. But we could be. 
So that’s the frustration. We know other countries are 
doing better.

Fraser Forum: What would be the first step Canada 
could take towards a patient-centered system?

Brian Day: The first step would be to change the 
way we fund our hospitals from block-funding to 
money-follows-the patient. And we need competition 
and some kind of private delivery to give the public 
system something to measure itself by. It doesn’t have 
a yardstick right now—it doesn’t have anything to 
compare itself with. 

The other thing that happens with money-follows-
the patient is that it’s not just private and public 
companies. You can have competition between the 
different public hospitals. So, if St. Paul’s emergency 
department in Vancouver has an eight-hour wait list, 
and Vancouver General has only a one-hour wait, the 
patients are going to go to Vancouver General, and 
Vancouver General is going to get all the revenue. 
St. Paul’s is not going to get any revenue, and their 
emergency department management and operations 
will have to adapt and evolve in favour of better and 
more expeditious patient care. It’s pretty simple.

A Q&A with Dr. Brian Day
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The WHO’s sick manifesto
Trade combats inequality and improves health

Philip Stevens

The World Health Organization (WHO) 
claimed in August that “social injustice is 
killing people on a grand scale” (CSDH, 
2008). Its major report on the “social 
determinants of health” concluded that 
social and economic inequality is a ma-
jor global driver of disease, and only 
massive government intervention and 
redistribution of wealth can improve the 
health of the poor (CSDH, 2008). But 
the side effects of this prescription may 
be worse than the disease.

The WHO report revolves around the 
idea that relative poverty—as opposed to 
absolute poverty—is an important deter-
minant of health. This is based on an on-
going series of studies conducted on Brit-
ish civil servants in the 1980s and 1990s 
(the “Whitehall Studies”) that purport to 
show that people who are lower on the 
socio-economic ladder suffer more stress 
and therefore more disease than their 
wealthier counterparts. These studies 
also suggest that the poor are more likely 
to have worse diets, suffer the stress of 
greater job insecurity, and so on.

In response, the WHO’s report argues 
that good health can only be achieved if 
inequality is abolished. As such, it recom-
mends a host of policies intended to iron 
out inequality, a small sample of which 
includes increasing taxes on the rich; 
universal government-owned health and 
education; greater government control 
of urban development, businesses, and 
the sale of food and alcohol; stringent 
employment regulations; mandatory 

“living” wages; beefed up government 
welfare; and an end to global free trade. 

Many of their recommendations are 
aimed squarely at developing countries.

The comrades in the old USSR would 
have been delighted with this sweeping 
manifesto. Those inhabiting the real world, 
however, should be far more skeptical.

First, the doom-laden picture of 
global inequality is not as bad as the 
authors suggest. Thanks to the eco-
nomic globalization much derided by 
the report, the number of poor people 
in the world has declined by 375 mil-

lion people since 1981, even while the 
total world population increased by 1.6 
billion during the same period (Dollar, 
2005). The rate of economic growth in 
poor countries is now outstripping that 
of rich countries for the first time since 
the 1960s (figure 1), and global dispari-
ties in health and education are rapidly 
improving (Dollar, 2005; Kenny, 2005).

Second, the WHO’s insistence that 
economic growth is not necessarily good 
for overall health is wrong. The evidence, 
not to mention common sense, shows 
that economic growth is causatively as-
sociated with improved health, largely 
because it enables people to afford better 
living conditions, sanitation, and health 
technologies.

One study shows that if rates of eco-
nomic growth in less developed countries 
had been only 1.5% better in the 1980s, at 
least 500,000 infant deaths could have 
been prevented (Pritchett and Summer, 

1996). Without economic growth, there 
will be no money for the clean water and 
electricity that is crucial to good health in 
the poorest parts of the world.

Many of the WHO’s recommenda-
tions seem to be specifically designed 
to undermine economic growth and 
increase unemployment. For example, a 
plethora of international evidence (see 
Stevens, 2005) strongly correlates high 
levels of taxation with economic de-
cline and unemployment, yet the WHO 

maintains that this is key to tackling in-
equality. In reality, the only equality high 
taxation brings is equality of impover-
ishment, as individuals and businesses 
pack up shop and leave for other more 
attractive jurisdictions.

The report also claims that gener-
ous unemployment benefits and strict 
employment regulations will reduce 
the likelihood of job losses, and cush-
ion those unfortunate enough to be-
come unemployed. But where this has 
been tried, it has caused high levels of 
structural unemployment. Government 
regulations that make it difficult to fire 
employees make it less likely that com-
panies will hire in the first place. This 
makes it especially difficult for the inex-
perienced young workers to find jobs, as 
has happened in Germany, Sweden, and 
France (Görg, 2002).

Countries that have the lowest un-
employment—such as the United States 

Free trade has been demonstrated beyond doubt to 
be the biggest weapon against poverty.
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The WHO’s sick manifesto

and Australia—also have the most flex-
ible labour markets, combined with wel-
fare states that incentivize work rather 
than indolence (Stevens, 2005).

The WHO’s rejection of free trade is 
even more baffling. Free trade has been 
demonstrated beyond doubt to be the 
biggest weapon against poverty. Since 
China recommenced international trade 
in the 1980s, 400 million people have 
been lifted out of poverty in that country 
alone (World Bank, 2004).

The real problem is that the poorest 
countries do not trade nearly enough: 
for example, as a result of high tariffs and 
other restrictions, African exports ac-
count for just 2% of global trade (Stevens, 
2005). According to the United States 
Trade Representative, 70% of the world’s 
trade barriers are imposed by govern-
ments in poor countries on people in 
other poor countries (Office of the United 
States Trade Representative, 2006).

Nevertheless, the WHO claims that 
trade creates inequality within countries 
and leads to people being forced to work 
in unsafe conditions in export-produc-
ing factories for subsistence wages. In re-
sponse, the report advocates that devel-

oping countries orient their economies 
“towards the production of goods for 
the domestic market,” and establish far 
higher labour standards for trade agree-
ments, combined with capital controls.

What the WHO appears to be asking 
for is the resurrection of the discredited 

“import substitution industrialization” 
model, much loved by development “ex-
perts” following World War II, which 
caused economic and social chaos from 
Brazil to Ghana (Stevens, 2005).

As if to confirm its ideological bias, the 
WHO also neglects even to mention the 
burgeoning literature that explores the 
benefits for health that come from trade. 
In 2007, economists Anne Owen and Ste-
phen Wu conducted a panel study of 219 
countries, finding that increased open-
ness to trade is associated with lower 
rates of infant mortality and higher life 
expectancies, especially in lower-income 
countries (Owen and Wu, 2007).

Much of this improvement may be 
due to “knowledge spillover”—coun-
tries that engage in international trade 
are more likely to take up new medical 
technologies, or assimilate knowledge 
about the causes of disease. Such coun-

Figure 1: Growth rate of per-capita GDP, 1960s to 1990s
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tries are also likely to have respect for the 
institutions fundamental to sustainable 
economic growth, such as transferable 
property rights and a strong rule of law 
brokered by an independent judiciary 
(Gwartney and Lawson, 2004).

In the end, the whole inequality 
premise is a chimera. The WHO points 
out that certain Nordic countries have 
high social welfare transfer rates and 
low poverty rates, while the United 
States has low welfare transfer rates but 
high poverty. What it neglects to men-
tion is that the absolute living standards 
of the bottom 10% of both the Nordic 
countries and the United States are com-
parable. But almost everyone else in the 
United States is better off than people in 
the Nordic countries (Stevens, 2005).

Let me make the point in the extreme. 
Hypothetically, even if we were to radi-
cally follow the misguided logic of so-
cialist revolutionaries and get rid of every 
wealthy hedge fund prince and captain of 
industry, relative poverty would decline, 
but absolute poverty would remain. The 
logic of the social determinants of health 
doctrine is just as unsound: abolishing 
inequality à la WHO would cost mil-
lions of jobs and further entrench abso-
lute poverty in developing countries.

Some people prefer an economic 
system in which individual ambition is 
restrained in the name of equality. That 
is a valid philosophical position. Others, 
by contrast, consider that a truly free 
society must allow individuals to pur-
sue their economic objectives free from 
overbearing incursions by the state. This 
tension is a perpetual feature of func-
tioning democracies. 

But for both sides, it should be alarm-
ing that an intergovernmental organiza-
tion such as WHO, with no mandate or 
expertise, is seeking to assert itself so 
widely upon areas of policy that should 
remain exclusively within the sover-
eignty of national governments since that 
is their area of responsibility—especially 
when that organization gets it so wrong.

Industrialized economies

Non-industrialized economies

Source: Adapted from Dollar (2005).
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Quebec’s labour woes
QC’s labour market ranks 50th out 
of 60 in North America

Keith Godin & 
Milagros Palacios

With Labour Day celebrations now over, 
it is a good time for Quebecers to seri-
ously ponder why labour market per-
formance in la belle province is dismal 
compared to other Canadian provinces 
and US states. Over the last five years, 
Quebec performed poorly on a host of 
labour market measures, including pri-
vate sector job creation, unemployment, 
and productivity. While there a number 
of external factors that impact labour 
markets, it is critical for the government 
of Quebec to focus on the characteristics 
and regulations of its labour market in 
order to improve the province’s perfor-
mance.

A recently released Fraser Institute 
study, Measuring Labour Markets in 
Canada and the United States: 2008 Re-
port, assesses the performance of labour 
markets in North America, and exam-
ines the characteristics and regulations 
of the labour market that impact per-
formance. Unfortunately, labour market 
performance has been dreadful in Que-
bec over the past five years (2003-2007). 
Quebec ranks 9th among the 10 prov-
inces and 50th out of the Canadian prov-
inces and US states (table 1). Contribut-
ing to its poor showing are the province’s 

high unemployment rate (56th out of 
60), lengthy spells of unemployment 
(38th out of 60; measured as the percent-
age of the labour force experiencing un-
employment for 27 weeks or longer), low 
private sector employment growth (30th 
out of 60), and dismal worker produc-
tivity (57th out of 60).

Of course, there are many explana-
tions for Quebec’s woeful labour mar-
ket performance. External factors such 
as Canada’s high dollar and declining 
manufacturing sector, which are beyond 
the control of the provincial government 
or the province’s residents, certainly play 
a role. However, the provincial govern-
ment’s economically damaging policies 
are also having a significant impact on 
Quebec’s performance. That is, Quebec 
does not have the right economic envi-
ronment for individuals and businesses 
to succeed. While many policies are 
needed to create the right environment 
(i.e., competitive business taxes, low 
personal income taxes, optimally sized 
government, low level of regulation, 
etc.), ensuring that Quebec has the right 
labour market characteristics is critical.

Research shows that the split between 
private and public sector employment 
is an important characteristic of labour 
market performance as incentives, pro-
ductivity, and performance of labour 
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Table 1: Summary of provincial rankings, labour market performance

Index of Labour 
Market Performance, 

2008

Average total 
employment growth,  

2003-2007

Average private 
employment growth,  

2003-2007

Average 
unemployment rates, 

2003-2007

Average duration 
of unemployment, 

2003-2007

Average productivity 
per worker,  
2003-2007

Rank             
(out of 

60)
Score

Rank             
(out of 

60)
%

Rank             
(out of 

60)
%

Rank             
(out of 

60)
%

Rank             
(out of 

60)
%

Rank             
(out of 

60)

2007 
CDN$

AB 1 8.6 3 3.2 6 3.1 13 4.1 1 7.2 5 130,254

BC 11 6.3 5 2.9 8 2.9 49 6.0 17 14.8 51 83,316

MN 28 5.0 35 1.0 41 0.7 24 4.8 4 10.5 56 78,595

NB 43 4.3 33 1.1 31 1.1 58 9.2 7 11.3 59 72,365

NL 51 3.9 39 0.9 22 1.6 60 15.2 25 16.1 9 124,137

NS 45 4.2 32 1.1 33 1.0 57 8.4 11 12.9 58 73,396

ON 25 5.0 14 1.8 24 1.4 52 6.6 18 14.8 47 86,835

PE 33 4.7 25 1.4 11 2.3 59 10.9 2 9.4 60 64,138

QC 50 4.0 21 1.5 30 1.2 56 8.2 38 18.4 57 76,685

SK 14 6.0 24 1.4 14 1.9 29 5.0 6 11.2 25 101,014

Table 2: Summary of provincial rankings, labour market regulation and characteristics

Average provincial 
and local public sector 

employment* as a % of 
total employment  

(2003-2007)

Average federal, 
provincial, and local public 
sector employment* as a 
% of total employment 

(2003-2007)

Average minimum wage as 
a % of per-capita GDP 

(2003-2007)

Average unionization as a 
% of total employment 

(2003-2007)

Index of flexibility in 
labour relations law, 2006

Rank             
(out of 60)

%
Rank             

(out of 60)
%

Rank             
(out of 60)

%
Rank             

(out of 60)
%

Rank             
(out of 60)

Score

AB 40 14.1 33 15.5 2 20.7 49 24.0 51 6.0

BC 46 15.0 40 16.7 58 42.4 56 32.8 55 3.2

MN 58 22.1 58 25.1 56 41.8 58 37.2 57 2.7

NB 56 18.7 53 21.8 55 41.3 53 28.2 56 3.0

NL 59 22.6 59 25.9 31 30.6 59 38.1 52 3.8

NS 57 20.3 57 24.2 57 41.9 54 28.8 54 3.5

ON 42 14.3 41 16.8 48 36.0 52 28.2 52 3.8

PE 55 18.5 56 23.8 60 47.1 55 30.9 59 2.2

QC 53 17.7 51 19.8 59 43.8 60 40.2 60 1.2

SK 60 25.0 60 27.4 43 33.8 57 35.4 58 2.3

* Including employment in government business enterprises. 

Note: These rankings are based on data that contain several decimal places. In this table, there are cases where one jurisdiction appears to rank 
differently from another, even though their scores are the same. This is because the underlying data for the jurisdictions are different. 
Source: Godin et al. (2008).
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activity in the private sector are differ-
ent from those in the public sector. For 
example, a study by Yann Algan and his 
colleagues (2002) measured the impact 
of public sector employment on unem-
ployment in 17 OECD countries from 
1960 to 2000. The authors found that, on 
average, the creation of 100 public sector 
jobs may have eliminated about 150 pri-
vate sector jobs and increased the num-

ber of unemployed workers by about 33. 
They also found evidence that public 
sector employment decreased labour 
market participation.1 Unfortunately, 
Quebec has one of the largest public 
sectors in all of Canada and the United 
States; it constituted almost one-fifth of 
total employment in the province on av-
erage between 2003 and 2007 (table 2). 
The province’s public sector was nearly 
30% larger than that in Alberta, which 
had the lowest public employment ratio 
in Canada during the same period. 

Additionally, Quebec has the highest 
rate of unionization in all of Canada and 
the United States. At 40.2%, Quebec’s 
average unionization rate from 2003 to 
2007 is more than 10 times greater than 
the rate in North Carolina (3.9%), the 
North American jurisdiction with the 
lowest rate of unionization, and sub-
stantially higher than the rate in Alberta 
(24.0%), where the rate of unionization 
is lowest among the Canadian provinces 
(table 2). High unionization is particu-
larly harmful to labour markets, as re-
search shows that unions tend to reduce 
employment growth, profitability, and 
investment (Hirsch, 1997).

Quebec’s unionization rate is high 
largely because of the province’s biased 

and overly prescriptive labour relations 
laws. In fact, Quebec maintains some 
of the most pro-union labour relations 
laws in North America (table 2). These 
laws are critical to labour market perfor-
mance as research shows that unbalanced 
and overly burdensome labour relations 
laws have significant negative effects on 
workers and firms. For instance, a study 
by Besley and Burgess (2004) in the pres-

tigious Quarterly Journal of Economics 
found that jurisdictions that legislated 
labour relations that favour one group 
over another experienced lower output, 
employment growth, and investment, as 
well as lower incomes for the majority of 
workers.

High minimum wages also contribute 
to Quebec’s poor performance. There is a 
large and growing body of research that 
demonstrates convincingly that high 
minimum wages have adverse impacts 
on the labour market. Two of the world’s 
most renowned minimum-wage experts, 
University of California Professor Da-
vid Neumark and US Federal Reserve 
Board economist Dr. William Wascher, 
recently reviewed over 100 studies cov-
ering 20 countries over the past 15 years 
and concluded that the “overwhelming 
majority” of studies consistently show 
that minimum wage increases result 
in decreased employment. Minimum 
wages have also been shown to reduce 
on-the-job training, which is particu-
larly harmful given that this training is 
a key driver of skill development and 
higher wages. When compared to aver-
age earnings in Quebec, Quebec has the 
second highest minimum wage out of all 
60 jurisdictions (table 2).

If the Quebec government is serious 
about making a transition from one 
of the worst performing labour mar-
kets to one of the best, a good first step 
would be to reduce its intervention in 
the labour market. Reducing public 
sector employment, bringing balance 
to the province’s labour relations laws, 
and freezing, or even eliminating, the 
minimum wage would be a good place 
to start.

Note

1 The authors found that with the creation 
of 100 public sector jobs, about 20 people 
decided to leave the labour force. The au-
thors suggested that this could be the case 

“if public-sector workers produce goods 
that make out-of-labour-force status more 
appealing for their fellow citizens. For ex-
ample, supply and management of public 
housing, and some health programs for the 
disadvantaged, can have such effects” (Al-
gan et al., 2002: 35).
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Gerry Angevine

The Ontario government, under Premier 
Dalton McGuinty, is preparing to adopt a 
20-year energy plan that prescribes both 
the amount of electricity generating ca-
pacity in the province and the sources of 
that power. Essentially, the government 
is planning to make decisions that are 
best left to market forces. However, such 
a central-planning approach will under-
mine system reliability and invite higher 
rates, neither of which bodes well for 
Ontario consumers and the economy. 

The planning process

Under the Ontario Electricity Restruc-
turing Act of 2004, the Ontario Power 
Authority is required to assess the ad-
equacy and reliability of electricity re-
sources and to “conduct independent 
planning” for its generation, conserva-
tion, and transmission. In preparing the 
so-called Integrated Power System Plan, 
the Ontario Power Authority also must 
satisfy “directives” issued by the Ontario 
minister of energy and infrastructure. 
These directives may specify quotas for 
various types of power, including “al-
ternative” energy sources, as well as the 
elimination of others, such as coal-fired 
power plants.

On June 13, 2006, then-Minister 
Dwight Duncan directed the power au-

thority to include the following five goals 
in the province’s proposed power system 
plan (Ontario Energy Board, 2006: Ap-
pendix B):  

 ■ Define energy conservation programs 
and actions to reduce “peak” demand 
for electricity by 1,350 MW as of 2010, 
and by an additional 3,600 MW as of 
2025.1

 ■ Increase Ontario’s capacity of renew-
able energy sources by 2,700 MW by 
2010 (from the 2003 base), and bring 
total renewable capacity to 15,700 
MW by 2025.2

 ■ Plan for nuclear capacity to meet 
“base-load”3 electricity requirements, 
but limit nuclear capacity to 14,000 
MW between 2007 and 2027.

 ■ Maintain the use of natural gas gener-
ating capacity at “peak” times, and 
for high-efficiency and high-value 
use (as in combined heat-and-power 
applications).

 ■ Replace coal-fired capacity in Ontario 
with “cleaner” sources within the ear-
liest practical time frame that ensures 
adequate generating capacity and re-
liability.

The Ontario Power Authority sub-
mitted its proposed plan to the Ontario 
Energy Board in August 2007. Under 
the Ontario Electricity Act, the board 
is charged with ensuring that the plan 

complies with the directives issued by 
the minister of energy and infrastruc-
ture and that it is “economically prudent 
and cost-effective.” Public hearings on 
the plan commenced in Toronto on Sep-
tember 8 (Ontario Electricity Act: s. 25.30, 
art. 4).4

Drawbacks of the plan

The proposed plan is internally inconsis-
tent, a consequence of conflicting direc-
tives. It is supposed to be “economically 
prudent and cost-effective,” but this goal 
is unattainable given the dictate to re-
place coal with high-priced renewables 
and the demand for quotas on the use of 
particular fuels. 

A. Renewables
The Ontario government’s directive to 
increase the generating capacity of re-
newables—i.e., hydro, solar, wind, and 
biomass—by 90% would constitute a 
massive subsidy to renewable energy 
suppliers whose costs are higher than 
those of the suppliers of conventional 
power sources. The added costs will be 
borne by Ontario consumers. Rates will 
climb even more because the demand 
for the components of renewable power 
facilities has already outstripped supply 
(Edison Foundation, 2007). Extending 
the transmission grid to connect new, 
remote hydro and wind-power sites also 
will increase costs.

Officials of the Ontario Power Au-
thority insist that their plan calls for 
tapping the most economic electricity 
sources first. However, that does not 
mean the mix of renewable and non-re-

Supply and command
Ontario’s electricity plan places consumers at risk
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newable generating capacities will mini-
mize costs; there is no assurance that the 
renewable power sources will be cost-
competitive with conventional sources.

B. Nuclear
The Ontario Power Authority only con-
sidered the allowable capacity of nuclear 
power after first establishing quotas 
for renewables and projecting a reduc-
tion in demand that supposedly will 
be achieved under conservation mea-
sures. Ontario’s nuclear power facilities 
currently have an operating capacity of 
11,419 MW (OPA, 2007: Exhibit D, Tab 
5, Schedule 1, table 8). Absent refurbish-
ment, however, these facilities will soon 
reach the end of their “useful life” and 
require decommissioning. 

The nuclear power capacity in the 
plan is limited to 14,000 MW. The Bruce 
A refurbishment project, which is al-
ready underway, will restore 3,040 MW 
of capacity (OPA, 2007: Exhibit D, Tab 
6, Schedule 1).5 The plan calls for adding 
approximately 10,200 MW of capacity 
through a combination of refurbish-
ments and new capacity. (This could in-
clude the refurbishment of units at the 
Pickering B site, as well as at the Bruce B 
and Darlington sites.) 

Dr. Bryne Purchase, executive direc-
tor of the Queen’s Institute for Energy 
and Environmental Policy, warns that 
the plan’s construction schedule for new 
and refurbished nuclear capacity is un-
realistic. “Each of the nuclear projects 
will need to be completed on time and 
within budget—an outcome for which 
there is no Ontario precedent,” he writes. 

“The cost and reliability of the province’s 
electricity supply hangs in the balance” 
(Purchase, 2008). 

C. Natural gas
Limiting the use of natural gas to peri-
ods of peak demand and cogeneration 
reflects the government’s apparent con-
cern with the long-term sustainability 
of Canadian gas supplies. Evidently, of-

ficials are preoccupied with the decline 
of production in the Western Canadian 
Sedimentary Basin.

Concern over gas supplies is un-
founded; large quantities are becoming 
accessible from unconventional sources 
such as coal beds, shale, and tight sand-
stone formations. There is also the like-
lihood that gas will soon become avail-
able from the frontiers of Alaska and the 
Northwest Territories. Facilities to im-
port liquefied natural gas will likely be 
built in eastern Canada, and the Irving 
Oil/Repsol “Canaport” facility at Saint 
John, New Brunswick, will soon be op-
erational (National Energy Board, 2007: 
27–28, Appendix 4).   

D. Coal
The power plan proposes to phase-out 
all coal-fired generating capacity by 
2014, but this would not yield measur-
able health or environmental benefits 
(Green, 2007; Green and Brown, 2005). 
Moreover, the government’s directive to 
eliminate coal as a power source ignores 
the considerable progress being made 

on clean coal technologies. Closure of 
coal-fired power plants would also im-
pose higher energy costs because the 
substitutes for low-priced coal are much 
more expensive (Canadian Energy Re-
search Institute, 2004). Even more trou-
bling is the prospect that the province 
would be left without sufficient back-up 
in the event of an unexpected outage of 
nuclear capacity. 

Conclusion  

The Ontario government has ignored 
the harmful economic consequences 
of its power plan directives. Indeed, 
the government’s central-planning ap-
proach places Ontario consumers at risk 
of escalating electricity rates and im-
pairs the provincial economy. Consum-
ers would be far better served if market 
forces, rather than government fiat, were 
allowed to determine the mix of gener-
ating capacity. 

The Ontario government should re-
peal the provisions of the Ontario Elec-
tricity Restructuring Act that mandate the 

Figure 2: Status of Ontario’s Nuclear Generating Stations (2008) 

Source: Ontario, Ministry of Energy and Infrastructure, 2008: Status of Ontario Nuclear Facilities. 
Used by permission. 
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Integrated Power System Plan and the 
ministerial directives. Further, the gov-
ernment should (1) reject the planned 
decommissioning of coal-fired power 
plants and the proposed limits on the 
amounts of nuclear and gas-fired gener-
ating capacity; and (2) eliminate quotas 
for renewable energy so that renewable 
energy suppliers are driven to lower the 
costs of their energy and compete with 
conventional energy sources. 

Notes

1  Peak demand refers to the largest require-
ment for electricity in a given period.

2  This would represent slightly more than 
40% of the projected total energy require-
ment in 2025, including an allowance for 

“reserve” capacity in the event of outages or 
surges in demand (OPA, 2007: 3, Exhibit D, 
Tab 3, Schedule 1). 

3  The term “base-load” refers to power that 
is available on a continuing basis.

4  The Ontario Energy Board is composed of 
at least five members appointed by the Lieu-
tenant Governor in Council (Ontario En-

ergy Board Act: s. 4.1). The board’s authority 
is granted in the Ontario Energy Board Act 
and the Ontario Electricity Act: s. 25.29 and 
25.30, respectively. 

5  The project involves refurbishing and re-
starting units 1 and 2, refurbishing unit 3, 
and extending the operating life of unit 4.
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Alan W. Dowd

Looking at his immediate predecessors, 
the next president will find two distinct 
models of international leadership. 

President Bill Clinton was driven 
by the need for approval at home and 
abroad. The late historian David Halber-
stam once described him as “addicted to 
polls” (2001: 103). As a result, Clinton 
usually chose the path of least resistance 
on the international stage. His support-
ers look upon the resulting picture and 
marvel at his political agility. His detrac-
tors blame Clinton’s malleability for al-
lowing international challenges to me-
tastasize.  

President George W. Bush, on the 
other hand, seemingly chose the path 
of most resistance, often defying public 
opinion at home and abroad. His sup-
porters praise his tenacity and tough-
ness; his critics rail against his inflexibil-
ity and “go it alone” attitude.

What’s striking about these divergent 
approaches is how they led to similar 
destinations. There is a lesson in this for 
the next president.

Ambushed

“Together with our friends and allies,” 
Clinton declared during his first inau-
gural speech, “we will work to shape 
change” (Clinton, 1993).

That hint of deference marked a re-
treat from the position the United States 
held throughout the Cold War. One of 
its early manifestations in the post-Cold 
War world was in Mogadishu, where 18 
American troops, ostensibly working 

with UN peacekeepers, were ambushed 
and killed during a daylong gun battle in 
October 1993.

But the real problems began later 
that month, when Clinton, anguished 
by Mogadishu, withdrew a US-Cana-
dian peacekeeping force from the coast 
of Haiti after a ragtag mob threatened 
to block its landing. “Rarely,” Halber-
stam later wrote, “had the United States 
looked so impotent” (2001: 273).

The aftershocks would be felt for the 
balance of Clinton’s presidency. As Niall 
Ferguson notes, Britain, sensing Clin-
ton’s reticence, “smothered American 
proposals” to lift the arms embargo and 
launch unfettered air strikes in Bosnia 
(2004: 144). 

North Korea gamed the international 
community with threats to withdraw 
from the Nonproliferation Treaty, prom-
ises to denuclearize, and the occasional 
missile test. 

With the exception of the Land-
mine Treaty, Clinton usually went with 
the flow when it came to international 
agreements, endorsing Kyoto, agreeing 
to the treaty that spawned the Interna-
tional Criminal Court (ICC), and refus-
ing to bury the Anti-Ballistic Missile 
(ABM) Treaty (even after signing legis-
lation authorizing deployment of missile 
defenses). 

Although Clinton began what he 
called “our battle against terrorism” af-
ter the 1998 embassy bombings, it was 
largely rhetorical (Clinton, 1998). “We 
had a round in our chamber and we 
didn’t use it,” 9/11 Commissioner Bob 
Kerrey, a fellow Democrat, later fumed 
(CNN, March 23, 2004). 

Clinton flexed America’s muscle 
during his second term, but the “low-
grade war” over Iraq served no strate-
gic purpose, and the 78-day war from 
30,000 feet against Serbia barely broke 
Milosevic’s grip on Kosovo and nearly 
broke NATO. 

Bush, for his part, came to the White 
House promising to conduct the foreign 
policy of “a humble nation.” He did not, 
however, keep that promise and instead 
most often chose the path of most resis-
tance.

Bush seemingly looked for a fight, 
especially when it came to treaties. He 
could have let the ICC treaty die in the 
Senate. Instead, he expunged America’s 
name from it. He could have kept the 
ABM Treaty on life support. Instead, he 
abrogated it. He could have continued 
to live under the fiction that America’s 
signature on Kyoto meant the US sup-
ported it. Instead, he withdrew from it. 

In the war on terror, Bush often 
employed methods and words that 
proved irksome to allies and threaten-
ing to enemies. Sentenced to an “axis 
of evil,” Iran and North Korea raced to 
deploy weapons that would preserve 
their regimes. Even those who stood 
with America were not always shown 
proper care. Consider the arms-length 
treatment NATO nations received after 
they invoked Article V (the alliance’s 
collective-defense provision) on Sep-
tember 12, 2001, Washington’s foot-
dragging in handing over Australians 
and Brits at Guantanamo Bay, or the 
sometimes-dismissive attitude toward 
coalition-building. Before the Iraq war, 
Donald Rumsfeld, then secretary of de-

The lonely path
What kind of leader will the next president be?
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The lonely path

fense, declared, “Leadership in the right 
direction finds followers and supporters” 
(Rennie, 2002, Aug. 29).

Bush could have simply contained 
Saddam Hussein, but he decided to 
overthrow him. He vowed not only to 
overthrow him, but also to democratize 
Iraq. And he would not simply democ-
ratize Iraq, but he would pursue the goal 
of “ending tyranny in our world.”

Citing Bush’s sub-freezing approval 
ratings and seven years of war in Af-
ghanistan and Iraq, the critics have 
written off his foreign policy as a failure. 
Yet the final verdict will not be handed 
down for many years. As those years tick 
by, it is possible that Bush’s controversial 
foreign policy will result in unexpected 
outcomes. Consider how Harry Truman 
left the White House—unpopular, po-
litically weak, the architect of a doctrine 
that thrust America into an open-ended 
war in Asia and costly commitments in 
Europe. But decades later, Truman and 
his doctrine were credited with winning 
the Cold War.

Destinations

Critics of Bush’s foreign policy are skep-
tical of such a rehabilitation. They point 
to mushrooming nuclear programs in 
Iran and North Korea, Osama bin Lad-
en’s ability to gain targets and converts 
after Washington’s plunge into Iraq, Rus-
sia’s bullying of the Baltics and battering 
of Georgia, a fractured Atlantic alliance, 
and a throbbing Middle East as proof 
that the United States has been too con-
frontational since Bush took office.

Of course, it was during the Clinton 
presidency—a period when Washington 
was perceived as more accommodat-
ing—that North Korea initiated what 
Michael O’Hanlon calls its “basement-
bomb program” (2002, Oct. 21), bin 
Laden acted with impunity, Russia laid 
waste to Chechnya and blocked NATO 
in Kosovo, Pakistan and India crashed 
into the nuclear club, Milosevic blud-

geoned the Balkans, and France refused 
to enforce UN resolutions in Iraq.

Indeed, Clinton’s path of least resis-
tance exposed serious divisions within 
the West and invited encroachment 
upon Washington’s leadership role. 
Jacques Chirac, for instance, suggested 
during the Bosnia debacle that “the po-
sition of leader of the free world is va-
cant” (Halberstam, 2001: 305). Later, as 
NATO’s hamstrung air war faltered in 
Kosovo, The Wall Street Journal (1999, 
May 25) labeled Tony Blair “de facto 
leader of the alliance.”

Bush’s path of most resistance fur-
ther accentuated the transatlantic divide. 
It pitted “Old Europe” against “New 

Europe,” Franco-German soft power 
against Anglo-American hard power, 
Hans Blix’s inspectors against a “coali-
tion of the willing.”

If the path of least resistance left the 
impression that Washington lacked the 
will to respond in Mogadishu, Yongbyon, 
or Yemen, the path of most resistance 
left the impression that Washington 
lacked the capacity to respond in places 
like Iran or North Korea, since the US 
military was already tied down in Af-
ghanistan and Iraq. 

Even Bush’s advocates concede that 
his strategy, in the words of John Lewis 
Gaddis, “rattled more dominoes than in-
tended” (2004: 99–100).

Fouad Ajami concludes that Bush 
unleashed “a terrible storm,” albeit a 
necessary one in his view (2006: 282). 
The United States wouldn’t be protected 
from the storm. As a consequence, “cau-

tion” would be “the animating principle 
of American conduct abroad” after Iraq’s 
brutal postwar war (Ajami, 2006: xv).

What does this mean for Canada? 
Now more than ever, the United 

States needs its closest friends to stay 
close. Naturally, there will be times dur-
ing the next four years when Ottawa 
and Washington disagree. But if history 
is any guide, the differences will usu-
ally be over means and methods rather 
than ends. Ottawa’s challenge—perhaps 
its role—will be to serve as a bridge be-
tween Washington and more reluctant 
allies by standing shoulder-to-shoulder 
publicly while pointing out alternative 
approaches privately. 

In Afghanistan, Ottawa has played 
this role deftly, helping to expand 
NATO’s reach by echoing US calls for 
greater commitment and leading by ex-
ample with boots on the ground. By con-
trast, Ottawa seemed to fall short before 
the Iraq war, publicly disagreeing with 
the US-UK position in the diplomatic 
run-up to the war.  

Perhaps most important of all, the 
next president needs allies that are pre-
pared to turn the page and look forward, 
which brings us to presidential candi-
dates John McCain and Barack Obama. 

McCain vows to pursue “good in-
ternational citizenship,” calling himself 

“a realistic idealist,” which, in his own 
words, translates into: 

 ■ “an aggressive strategy of confronting 
and rooting out the terrorists wher-
ever they seek to operate” (McCain, 
2008a);

Ottawa’s challenge—perhaps its role—will be 
to serve as a bridge between Washington and 

more reluctant allies by standing shoulder-
to-shoulder publicly while pointing out 

alternative approaches privately. 
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 ■ a sobering view that “there’s only one 
thing worse than military action 
against Iran … and that is a nuclear-
armed Iran” (Sidoti, 2007, Oct. 16); 
and,

 ■ a conviction that terrorists and their 
patrons “will not be placated by fresh 
appeals to the better angels of their 
nature” (McCain, 2008a).

There are certainly echoes of the 
Bush Doctrine here. Perhaps predictably 
Obama promises a departure from the 
last eight years: 

 ■ “Partnership and cooperation among 
nations is … the only way, to protect 
our common security,” he says. “Now 
is the time to join together, through 
constant cooperation, strong institu-
tions, shared sacrifice and a global 
commitment to progress” (Obama, 
2008b).

 ■ Despite the UN’s pre- and post-war 
limitations in Iraq, Obama believes 
the organization has the “capability 
to keep the peace, resolve disputes, 
monitor disarmament and support 
good governance around the world” 
(Obama, 2008a).

 ■ And he vows to “strengthen our com-
mon security by investing in our 
common humanity” (Obama, 2007).

Hard work 

Of course, US leaders have always sought 
common ground with other nations and 
international approval for their policies. 
As Jefferson wrote in the Declaration of 
Independence, Americans should pay 

“decent respect to the opinions of man-
kind.” But as Bush and Clinton remind 
us, no US president—no matter how 
firm or flexible his foreign policy—can 
please every ally or placate every foe. 

The next president should keep these 
examples in mind as he walks the lonely 
path of global leadership, recognizing 
that it is hard and usually unpleasant 
work. That doesn’t mean Washington 
should be hard or unpleasant to deal 

with. However, it does mean that some-
one, somewhere, will always find fault 
with Washington’s methods and objec-
tives, regardless of the party affiliation of 
the president.
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Low-tech care in a high-tech world

Nadeem Esmail

Discussions of problems with Canada’s 
health care system often focus on the 
lack of access to physicians and the long 
wait times for medically necessary care. 
Equally important, governments are also 
failing Canadians when it comes to pro-
viding access to high-tech health care 
(Esmail and Wrona, 2008). It is time to 
start paying more attention to the short-
age of advanced medical technologies in 
Canada.

Our health care system’s over-reli-
ance on a small inventory of often out-
dated and unsophisticated technologies 
has important consequences for all Ca-
nadians.

Consider some of the benefits that 
arise from new medical technologies. 
New technologies can increase patient 
comfort and reduce pain, and can re-
duce recovery times from treatment. 
New technologies can increase patient 
safety. Some new technologies also of-
fer patients a new option for treatment 
where none previously existed (Esmail 
and Wrona, 2008).

In other words, a lack of access to 
technology can have important conse-
quences for how comfortable a patient’s 
treatment will be, how successful it 
might be, and how long and how well he 
can expect to live after treatment.

It should come as no surprise then 
that medical technologies are becoming 
increasingly important in the diagnosis 
and treatment of disease in the devel-
oped world.

Sadly, governments across Canada 
are failing when it comes to providing 

Canadians lack access to medical technology

Canadians with easy access to advanced 
medical technology.

Consider what the Organisation for 
Economic Co-operation and Develop-
ment (OECD) found when looking at 
access to MRI machines and CT scan-
ners, both of which might be consid-
ered basic tools of health care today. Ac-
cording to a recent OECD publication, 
Canada has about 60% as many MRI 
machines and CT scanners per popula-
tion as the average OECD nation and 
lags well behind some of the leaders in 
this regard (OECD, 2008; calculations 
by author). It should come as no sur-
prise then that Canadians often endure 
long wait times for access to the ser-
vices these machines offer (Esmail and 
Walker with Bank, 2007).

Medicare is equally poor at deliver-
ing access to more advanced and cut-
ting-edge technologies. Consider that, 
according to various studies published 

independently and in medical journals 
by researchers across the developed 
world, Canada lags behind the aver-
age developed country in terms of its 
inventory of PET scanners (Hastings 
and Adams, 2006); it ranks last among 
developed countries in providing in-
terventional radiology services (which 
offer a less invasive option for patients 
as compared to surgery) (Baerlocher, 
2007); Canada is outpaced by a number 
of nations in the expansion of access to 
inventories of select medical technolo-
gies over time (TECH, 2001; Harriman 
et al., 1999); and it falls well behind the 
United States in access to a number of 
advanced technologies including, for 
example, gamma knives (which pro-
vide a minimally invasive alternative to 
open-skull surgery) (Esmail and Wrona, 
2008) and implantable defibrillators 
(which allow patients at risk of sudden 
cardiac arrest to live independently and 

Canada has about 60% as many MRI machines and CT scanners per population as the 
average OECD nation.
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not be under constant surveillance) 
(Birnie et al., 2007).

A lack of access to medical technolo-
gies is not the only technology-related 
failure of Canada’s health care system. 
Canada’s health care system also per-
forms poorly when it comes to keeping 
our current stock of technologies up to 
date. Specifically, the limited inventory 
of technology that is in place in Canada 
is often old, outdated, and unsophisti-
cated (Esmail and Wrona, 2008). 

Consider that, at the start of 2007, 
30% of Canada’s hospital-based MRI 
scanners, 46% of Canada’s angiography 

suites, 42% of Canada’s cardiac catheter-
ization labs, and 42% of Canada’s litho-
triptors were past their recommended 
lifecycles according to guidelines pub-
lished by the Canadian Association of 
Radiologists (CIHI, 2008; calculations 
by author).

Furthermore, a number of Canada’s 
CT scanners are basic and unsophisti-
cated models that are incapable of pro-
viding the higher quality images, broader 
range of services, and less-invasive 
screening options that their newer and 
more sophisticated counterparts pro-
vide (Esmail and Wrona, 2008). And a 
significant proportion of Canada’s medi-
cal technologies—between 20% and 60% 
depending on the type of machine, ac-
cording to the latest data release from 
the Canadian Institute for Health In-
formation—were operating without the 
ability to digitally store images (CIHI, 
2008). Put simply, Canadians are often 
unable to access the latest advances in 
care—even from the technologies that 
are available to them.

The rarity of advanced medical tech-
nology in Canada is not the result of a 

lack of spending. To the contrary, Can-
ada maintains one of the developed 
world’s most expensive universal ac-
cess health care programs (Esmail and 
Walker, 2007). In addition, between 
2000 and 2004, the federal government 
gave provinces $3 billion to improve ac-
cess to medical technologies (Canada, 
Department of Finance, 2007a, b). 

Canada’s health care model is clearly 
failing Canadians. It asks patients to en-
dure long waits for access to medical ser-
vices. It requires them to undergo more 
invasive, more painful, and less com-
fortable treatments than those that are 

available to their counterparts in other 
nations. It sometimes requires them to 
forego life-saving and life-improving or 
life-lengthening care. And at the same 
time it asks Canadians to foot the bill for 
a world-class program. 

It’s time we stopped accepting proc-
lamations from the political class that 
Canada’s health care system is great, and 
started asking our governments where 
exactly our tax dollars are being spent in 
health care. 
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In Closing

On a beautiful, clear morning in late August in Amman, Jor-
dan, with temperatures no hotter than they would have been 
in Toronto at the same time, 120 people—including two Jorda-
nian cabinet ministers, a distinguished former cabinet minister, 
several members of the Jordanian parliament, other top gov-
ernment officials, and leaders in business, the professions, and 
academia—congregated in a downtown Amman hotel.

The local newspapers had carried advance stories of the 
event for over a week. A lead segment on Jordan TV’s morn-
ing television—boasting an immense audience for good news 
stories—gave viewers a preview. Jordan TV sent a camera crew 
to the event, as did Al Jazeera. All major Jordanian newspapers 
had reporters and photographers in attendance.

This was the Jordanian policy audit, based on the Fraser In-
stitute’s globally renowned Economic Freedom of the World An-

nual Report. The goal of the audit was to increase the economic 
freedom of individual Jordanians.

Along with the Fraser Institute, the audit was sponsored by 
the Young Entrepreneurs of Jordan, the Friedrich Naumann 
Foundation for Liberty, and the Cato Institute.

The economic freedom report examines the structure of an 
economy through 42 variables grouped into five areas: size of 
government, rule of law, sound money, freedom to trade, and 
regulation of credit, labour, and business.

The variables measure the extent to which individuals and 
families are free to make their own economic decisions. Na-
tions with high levels of economic freedom continually pro-
duce better lives for their citizens while those that suppress 
economic freedom fail to allow citizens to live up to their 
potential.

Fred McMahon, Director of the Centre for Globalization Studies at the Fraser Institute, shakes hands with Suhair Al Ali, Jordan’s Minister of 
Planning and International Cooperation, at the audit in Amman, Jordan. Dr. Ronald Meinardus, Regional Director of the Friedrich Naumann 
Foundation for Liberty in the Middle East and Northern Africa, looks on.

Spreading economic freedom
in Jordan
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In Closing: Spreading economic freedom

Simply put, individuals and families look after themselves 
far better than the heavy hand of government, which typically 
is most interested in building the wealth and power of those 
already wealthy and powerful in government.

The mechanics of economic freedom are easy to understand. 
Any transaction freely entered into must benefit all parties to 
the agreement. Any transaction that does not benefit all parties 
would be rejected by the party that would come up short. 

This has consequences throughout the economy. Consumers 
who are free to choose will only be attracted by superior goods 
and services. A producer must constantly improve the price 
and quality of existing products or create new products. With-
out this, customers will not freely enter into transactions with 
the producer. In a country with economic freedom, billions 
of mutually beneficial transactions occur every day, powering 
the dynamic that spurs increased productivity and prosperity 
throughout the economy.

Economic freedom has been shown in top-level, peer-re-
viewed research to promote prosperity, economic growth, and 
other positive outcomes. A sampling of the economic and so-
cial science literature can be found at www.freetheworld.com.

Because of the comprehensive view of the economy pro-
vided by the 42 variables, the economic freedom report pro-
vides both a description of the economy and a prescription for 
positive changes.

The Jordan audit brought top decision makers and opinion 
leaders together to examine how to increase the nation’s eco-
nomic freedom. After an overview of economic freedom and 
its benefits, the audit participants split up in working groups 

to examine each area of economic freedom and how advances 
might be made.

Special matrixes were prepared for each of these groups, 
showing Jordan’s ranking in each of the relevant variables, the 
world average, the Arab world average, the average of the top 10 
nations, and the achievements of the top 10 nations in each of 
these areas. Participants were informed of where Jordan stands 
globally and were presented with models for best practices.

The audit process was invented in Oman, where the first audit 
was held, under the leadership of Salem Al Ismaily, who sought 
to devise a process to lift the economic freedom of Omanis. 
Michael Walker, president of the Fraser Institute Foundation, 
became a key architect of the audit process.

The audit process doesn’t simply reach the elites. The Fraser In-
stitute and its partners endeavour to spread the message broadly. 
Jordan TV carried extensive reports on the audit, including an 
extended clip of the Institute’s Fred McMahon, who explained 
the advantages of economic freedom by comparing economi-
cally free nations with nations that lack economic freedom, in 
terms of their standard of living and other positive outcomes.

The reports and recommendations from each of the audit 
working groups were collected and presented to the partici-
pants. The Young Entrepreneurs Association is now preparing 
a report on the audit that will include recommendations to in-
crease the economic freedom of Jordanians.

The report will be publicly released and presented to the Jor-
danian government, which has promised a receptive ear.

— Fred McMahon and Amela Karabegović

(Left to right) Fred McMahon, Director of the Centre for Globalization Studies at the Fraser Institute; Ayman Azzeh, leader of the Young Entre-
preneurs of Jordan; and Suhair Al Ali, Jordan’s Minister of Planning and International Cooperation, address the audit in Amman, Jordan.
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