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	� Overall spending increases announced in 
Budget 2022 were more moderate than federal 
spending increases during the pandemic years 
of 2019-2021.

	� Federal Indigenous spending, however, con-
tinues to grow faster than overall spending.

	� It is projected to rise from about $25 billion 
in fiscal 2021-22 to about $35.5 billion in 2026-
27, an increase of 42 percent in nominal dollars.

	� Indigenous spending continues to rise as a 
proportion of the federal budget, from 6.1 per-
cent in 2019-20 to 7.7 percent in 2026-27—an 
increase of 26 percent in seven years.

	� Indigenous spending is increasingly driven 
by the negotiated settlement of class actions, 
such as those for Indian residential schools, 

Indian day schools, Indian hospitals, and boil-
water advisories on Indian reserves.

	� The biggest of these settlements is the $40 
billion child welfare settlement announced in 
December 2021.

	� The impact of this settlement upon Indig-
enous spending is difficult to observe because, 
under the principles of accrual accounting, 
much of it is backdated to earlier years.

	� The Trudeau government has missed all 
its previous budgetary targets for Indigenous 
spending, so the increases announced in Bud-
get 2022 will probably prove to be underesti-
mates, especially if class actions continue to 
put unpredictable pressures on Indigenous 
funding commitments.

Summary

by Tom Flanagan
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Media coverage of Budget 2022 tended to em-
phasize the moderation of spending increases 
as compared to the pandemic spending of the 
previous two years.  A television interview with 
marquee columnist John Ivison of the Nation-
al Post was headlined, “Restraint Big Surprise 
in Federal Budget” (Harapyn, 2022). Indeed, 
Budget 2022 predicted that the federal defi-
cit would fall from $113.8 billion in the previous 
fiscal year, 2021-22, to $52.8 billion in 2022-23, 
and $29.9 billion in 2023-24 (Canada, Depart-
ment of Finance, 2022a: 226).

There was little coverage in the media of Indig-
enous spending, perhaps because, in spite of 
the de-escalation in increases in overall spend-
ing, the budget also contained other new initia-

tives, such as a national child care plan, dental 
care for children, and increased military spend-
ing, which seemed more worthy of reporting. 
Yet Indigenous spending is not only important 
in its own right; it continues to grow, both in 
absolute terms and in relation to the budget as 
a whole.  We must take a closer look to see if 
the general themes of restraint and moderation 
in spending apply to spending on Indigenous 
initiatives.

Previous Fraser Institute research has docu-
mented the growth of federal spending on 
Indigenous programs since the end of World 
War II.  Spending grew rapidly and steadily 
under both Liberal and Conservative gov-
ernments, although there were two periods 

Sources: Canada, Department of Finance, 2008, 2016; Library and Archives Canada, 2014.

Figure 1: Growth in INAC Spending Compared to Growth in Total Federal Program 
Spending, 1946/47–2015/16 (Index: 1946/47 = 100)
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Notes: This figure does not include $20 billion in proposed compensation to address harms caused by the First Nations 
Child and Family Services Program and for delays or denials in needed children’s services (as announced in the 2021 Eco-
nomic and Fiscal Update). The $20 billion previously announced to respond to orders from the Canadian Human Rights 
Tribunal and support long-term reforms to the First Nations Child and Family Services Program is over five years, starting 
in 2022-23 through to 2026-27.  

Source: Canada, Department of Finance (2022b), chart 7.2.  Some labels altered by the author.

Figure 2: Expenditures on Indigenous Peoples (Actual and Projected) 2015-16 to 2022-23

when it temporarily levelled off—during the 
fiscal crisis of the mid-1990s when Paul Mar-
tin was finance minister in Jean Chrétien’s 
Liberal government; and 2011-15 when Ste-
phen Harper’s Conservatives had a majority 
government, giving them greater control of 
the budget (Flanagan and Jackson, 2017: 1-5).  
Figure 1 shows the overall pattern from 1946 
to 2015.

After the Liberals led by Justin Trudeau re-
gained power in 2015, Indigenous spending re-
sumed growth in a way that can only be termed 
explosive. Figure 2, reproduced from Budget 
2022, shows the spending totals from 2015-16, 
the last fiscal year with a budget prepared by 

the Conservatives, through 2022-23, the fiscal 
year we have now entered.

Budget 2022 does not supply actual numbers, 
but approximate totals can be determined from 
the bar graph in figure 2. Spending rose from 
about $11.5 billion in fiscal 2015-16, the last 
Harper budget, to about $25 billion in 2021-22, 
the fiscal year we have just completed (we will 
leave 2022-23 aside for the moment because 
that total is for projected rather than actual 
spending). That is an increase of $13.5 billion, 
or 117 percent, in nominal dollars. Even in infla-
tion-adjusted dollars (Bank of Canada, Undat-
ed), it is still an increase of 105 percent, mean-
ing that it more than doubled in six years. Such 
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a rate of increase can hardly continue for any 
great length of time.

Budget 2022 contains a five-year plan, covering 
2022-23 through 2026-27 (Canada, Department 
of Finance, 2022a: 179-180). At the end of this 
five-year period, Indigenous spending is pro-
jected to be about $35.5 billion per fiscal year, 
an increase of $10.5 billion over 2021-22, or 42 
percent in nominal dollars. Precise inflation 
adjustment is not possible because the future 
hasn’t happened yet, but Budget 2022 forecasts 
an average inflation rate of 2 percent a year 
over the next five years (Canada, Department 
of Finance, 2022a: 13). That estimate seems low, 
given that inflation is running at 6.7 percent a 
year at the time of writing (Statistics Canada, 
2022), but let’s go with it for now. That yields 
cumulative growth of slightly over 10 percent 
for five years, which means the increase in in-
flation-adjusted dollars is 29 percent over five 
years—a substantial increment, but not nearly 
as great as the growth in Indigenous spending 
from 2015-16 through 2021-22. It may seem that 
the government has taken account of the Ameri-
can economist Herbert Stein’s aphorism, “what 
can’t go on, won’t” (Cox, 2013), and that the 
growth in Indigenous spending is moderating.

Another way of looking at Indigenous expendi-
ture is to track its percentage share of all feder-
al government program spending. This can’t be 
done meaningfully on a year-by-year basis for 
recent years because federal spending spiked in 
fiscal 2020-21 and remained abnormally high in 
2021-22 due to the COVID pandemic. However, 
we can compare expenditures in fiscal 2019-20, 
the last pre-COVID year, with projected expen-
ditures in fiscal 2026-27, by which time feder-
al spending is supposed to be back on a more 
usual growth trajectory. When we make that 
comparison, we find that Indigenous spending 
was $20.5 billion in the earlier year, out of to-

tal program spending of $338.5 billion (Canada, 
Department of Finance, 2021a: 245, 328), for a 
6.1 percent share. In the latter year, Indigenous 
spending is supposed to reach $35.7 billion 
(Canada, Department of Finance, 2022a: 166, 
180) out of total program spending of $463.3 
billion (Canada, Department of Finance, 2022a: 
226) for a 7.7 percent share. Thus, after factor-
ing out the exceptional COVID years, Indig-
enous spending will continue to rise as a pro-
portion of all federal government spending. An 
increase from 6.1 to 7.7 percent is 26 percent 
over seven years, quite a large growth in the 
proportion of the federal budget devoted to In-
digenous spending. This trend reflects Prime 
Minister Trudeau’s often-repeated sentiment 
that “there is no more important relationship 
to me and to Canada than the one with Indig-
enous peoples” (Barrera and Tasker, 2020).

However, the five-year forecast does not make 
it easy to see the full impact of the $40 billion 
child welfare settlement announced in January 
2022 (Indigenous Services Canada, 2022). The 
Economic and Fiscal Update the Department of 
Finance released on December 14, 2021 allocat-
ed $16 billion of that $40 billion to fiscal 2020-
21 (Canada, Department of Finance, 2021b: 48), 
which had been completed in March 2021, and 
$4 billion to fiscal 2021-22, which was still un-
derway at that time. Since $20 billion of the 
settlement was thus attributed to past years, 
only the other half of the $40 billion settlement 
shows up in the government’s five-year plan for 
the future. This was an application of accru-
al accounting, which records expenditures in 
the year when the obligation is incurred rather 
than in the year when the cash is actually paid 
out; but it also conveniently made it difficult for 
observers to track the true impact of the child 
welfare settlement. So far, the only observer to 
have seen through the fiscal legerdemain is the 
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Parliamentary Budget Officer (House of Com-
mons, 2022).

The large but not clearly delineated impact of 
the $40 billion child welfare settlement upon 
federal Indigenous spending is the culmina-
tion of a trend that began with the 2006 In-
dian Residential Schools Settlement Agree-
ment. That settlement gave rise to other major 
class actions to which the government offered 
at best token legal resistance before entering 
into a voluntary settlement. There were class 
actions for different categories of Indian stu-
dents— “day scholars,” who attended residential 
schools but did not stay overnight there; stu-
dents who attended day schools while living at 
home; and “boarding students,” who boarded in 
private homes while attending public schools 
in town (Flanagan, 2021: 6-11). Settlements of 
these and other class actions, such as the clean 
water lawsuit (Canada, Indigenous Services, 
2021), have led to multi-billion-dollar costs for 
Indigenous initiatives, both for compensation 
payments to individuals and bands, and for pro-
gram enhancements.

The residential schools class action and its 
progeny also cemented in public opinion the 
image of the Indian as victim, which in turn 
provided much of the emotional energy behind 
the “Sixties Scoop” class action (Canada, Indig-
enous and Northern Affairs, 2017) and the child 
welfare human rights grievance and related 
class actions. It is striking that the key Canadi-
an Human Rights Tribunal decision in the child 
welfare case began with a stirring reference to 
residential schools, even though that topic was 
legally unrelated to the matter at hand: “… the 
Panel Members… believe it important to ac-
knowledge the suffering of all residential school 
survivors, their families and communities” (Ca-
nadian Human Rights Tribunal, 2016: 1-2).

Even before the pandemic, the Trudeau gov-
ernment spending on Indigenous programs 
regularly exceeded Indigenous spending tar-
gets announced in its own budgets (Flanagan, 
2021: 1-2). For example, Budget 2016 claimed 
that spending on Indigenous priorities would 
be increased by $8.4 billion by 2021/22 (Canada, 
Department of Finance, 2016: 134) whereas the 
actual increase as shown in Figure 2 above was 
closer to $11 billion.

Thus the targets set out in Budget 2022 are 
somewhat misleading, as they do not include 
that half of the child welfare settlement that 
was backdated to previous fiscal years under 
the principle of accrual accounting. And giv-
en the Trudeau government’s record of over-
shooting targets in previous fiscal years, these 
targets may also prove elusive. It is question-
able, therefore, whether the deceleration in 
the rate of spending increases planned in Bud-
get 2022’s five-year forecast will be fully real-
ized in practice.
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