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A NEW APPROACH TO ANALYZE PUBLIC SECTOR
GRANTS: A CASE STUDY OF CANADA

by

P.S.K. Murty’

Jr Introduction

The purpose of this paper is to add a new perspective to the
analysis of public grants by examining the Canadian data on a net
outflows basis between the donor and donee sectors of the economy.

Gross public grant outflows to any sector of the ecdonomy should be

‘P.S.K. Murty is the Chief of Public Sector, Input-QOutput
Division, Statistics Canada. The views in this paper are those of
the author, not necessarily those of Statistics Canada. This paper
draws on the materials in the papers: (1) "Government Expenditures
on Goods and Services and Transfer Payments in Canada, 1961-1985"
by P.S.K. Murty and Yusuf Siddigi presented at the joint session of
the American Economic Association and the Association for the Study
of Grants Economy held in Atlanta on December 30, 1989; (2) "New
Paradigm to Analyze Government Transfer Payments with Special
Reference to Canada" by P.S.K. Murty presented at the Second Annual
Convention of International Congress of Political Economists held
in Boston, January 9-12, 1991; (3) "A New Paradigm to Analyze
Commodity Indirect Taxes and Subsidies, 1986-1989" by P.S.K. Murty
and Yusuf Siddiqi, an extract of which was published in the
Canadian Economic Observer, Statistics Canada, Catalogue 11-010,
Ottawa, May 1991; (4) "Scope of Public Grants Economy in Canada" by
P.S.K. Murty and Yusuf Siddiqi presented at the joint session of
the American Economic Association and the Association for the Study
of the Grants Economy held in New Orleans, January 3-5, 1992; and
(5) "Transfer Payments 1n National Accounts and Grants Economics"
by P.S.K. Murty and Yusuf Siddigi presented at the 22nd General
Conference of the International Association for Research in Income
and Wealth held in Flims, Switzerland, August 30 - September 5,
1%92.






netted against the grant inflows from the same donee sector before
evaluating and commenting on the gross public grant outflows. The
net grant outflow calculated in this manner for any sector of the
economy can also be called "Grant Originating" (GO) and it can be

expressed by the formula:

GO = GP less GR

where
GO = Grant Originating,
GP = Grant Payments, and
GR = Grant Receipts.

This GO concept would reveal the effect of counterflows and it
would be possible to evaluate the grant transactions on the basis
of inter-sectoral net contributions. In this context, the three
sector model of the System of National Accounts (SNA) 1is used
covering the government (or public) sector, the business sector and
the personal sector’. In this study, the government sector as
defined in the SNA is the public sector while the business and

personal sectors constitute the private sector.

It should be noted that these three SNA sectors are

essentially quite different groups of transactors, but are

IThere is also a fourth sector in the SNA, namely, the non-
resident sector which covers the transactions that take place
between the rest of the world and the other three sectors. The
non-resident sector 1s not examined here in this study as our
purpose is mainly to demonstrate the point of examining the net
outflows of public grants in the domestic economy.

6
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homogeneous within themselves in their motivation and behaviour.
For example, the government sector is focussed around the
transactions of the public authorities, while the business sector
covers transactions of transactors producing goods and services for
sale in the market. The personal sector 1is essentially concerned

with persons or households in their capacity as final consumers.

The GO concept has been applied here to the three sector model
of the Canadian System of National Accounts and it produces two
dimensions, namely, (1) Grants between the Public Sector and the
Business Sector; and (i1i) Grants between the Public Sector and the
Personal Sector. In essence, the transactions falling within these
two dimensions have been measured and net grant outflows derived in
a set of sectoral Grant Accounts at the macro-level and analyzed.
There are several advantages in analyzing the net grant outflows

based on the GO concept.

I Advantages of the New Approach

By looking at the levels of gross outflows or inflows, only
one side of the transaction would be seen, namely, how much is the
amount involved in the donor sector outflows. It would not tell us
how much is the amount involved in the grant inflow from the donee
sector, nor would it indicate the net outflows thereof to give a
total picture of public grants. To illustrate this point, let us
take a simple example. If the public grant to the personal sector

is 8100 and if the personal sector gives back $60 in the form of a
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grant to the public sector (i.e. income taxes), it 1s the net
outflow of $40 ($100 less $60) that reveals the scope of the public
grant to the personal sector. The public sector in this case got
back $60 in the form of a grant from the personal sector and
therefore, the scope of the public grant is not an outflow of $100;
by the same token, the scope of the perscnal grant 1is not an

outflow of $60 either. The net public grant outflow in this case is

only $40.

There is also another advantage of analyzing net outflows of
public grants. Such an analysis of net outflows would also capture
the changes in the grant giving technigues. For example, let us
suppose that the public sector, instead of increasing the grant
outflows, chooses to decrease the direct taxes (i.e. income taxes)
payable by the donee sector to $45 from $60. In such an event, to
take the first example, the net public sector grant outflow will
increase to $55 ($100 less $45) although the gross outflow of $§100
remains the same. This change in the net outflow will not be
captured in the time-series analysis of gross outflows which show

no change at all as they remained at $100 in both cases.

In some cases, there may not be a net public grant outflow at
all; there may in fact be a net public grant inflow. Let us take
another simple example in which the public grant to the personal
sector 1is $60 while the personal grant to the public sector is

$100. There is no net grant outflow from the public sector; but






there is a net inflow of $40 from the personal sector to the public
sector. Although there was a gross public grant outflow of $60,

there was also an inflow of $100 which more than offset the public

grant outflow.

Therefore, it 1is essential to study not only the gross
out flows of public grants to other sectors of the economy, but also
the inflows of grants from other sectors to the public sector in
order to obtain a more meaningful and realistic total picture of

the net outflow from each sector.

In the previous papers, only public grant gross outflows were
examined. This situation has now been rectified in this study
where the net flows between the public sector and the two other
sectors of the economy, namely, the business and personal sectors,
have been developed in the form of sectoral Grant Accounts and
analyzed. These Grant Accounts can be extended to sub-sectors and

categories of sub-sectors depending on the analytical requirements.

III Concepts and Database.
i Concepts

(1) Grants

*Grants", of course, have the same definition as the one
assigned in Grants Economics. In Grants Economics, Boulding
et al. define a grant as "a one-way transfer of exchangeables,

which in an accounting sense increases the net worth of the
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recipient and diminishes the net worth of the grantor". In
other words, if A gives something exchangeable to B and if B
gives nothing exchangeable to A, the transaction will fall in
the definition of a "one-way transfer" or a "grant', As
restated by Professor Janos Horvath in his paper on "Rural
America and the Grants Economy", the 'Grant is such, 6 a
transaction which involves no recompense". "A decrease of the
donor’s net worth and an increase of the donee’s net worth
signify the occurrence of granting"’. This is the concept of

grants which has been used in this study.

According to this grants concept, direct taxes such as
income taxes, succession duties, estate taxes, hospital and
medical insurance premiums, which are transfers for the SNA,
are regarded as grants which flow to the public sector from

other sectors.

It should be mentioned in this connection, that indirect
taxes have an element of quid pro gquo but they have no element
of grants. Let us examine further. There are two types of
indirect taxes: commodity type and non-commodity type. The

commodity type indirect taxes such as sales taxes are embodied

2kenneth E. Boulding, Martin Pfaff, Janos Horvath, "Grants

Economics: A Simple Introduction*, American Economist, Spring 1972

1.9=30%

3Janos Horvath, "Rural America and the Grants Economy",

Amerilican Journal of Agricultural Economics, December 1971, 53 (5),

740.
10
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in the market prices of commodities -- goods and services --
which have to be paid by consumers in exchange for the
specific goods and services. They are a part of the pricing
mechanism. As the consumer pays the commodity indirect tax
and receives back the goods and services, there is a clear
quid pro quo visible in the transactions concerned. However,
in the case of non-commodity type indirect taxes, such as
property taxes and business licences, there is an invisible
quid pro guo, since these taxes are paid in exchange for some
special privileges and benefits. For example, the property
tax payers get continuing title to their property which
entitles them to several municipal services, such as snow
removal, and to that extent their net worth lincreases;
similarly the payers of licence fees (e.g. business
establishments) obtain a right to carry on their business
activities and their net worth increases to that extent. 1In
this cq‘text, the indirect taxes have an element of gquid pro
quo but they have no element of grants. Also, in the macro-
economic analysis based on the System of National Accounts
(SNA), property owners who pay property taxes are treated as
business establishments = whether  Incorporated or
unincorporated -- because they generate rental income which is
routed to themselves. In the Input-Output Accounts of the
Canadian SNA, the industry concerned routes the imputed rent
as output while the property taxes are treated as an input 1in

their cost of operating a business. Thus, the indirect taxes

11
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get specifically incorporated in the input structure of the
output and also in the market prices of goods and services

produced in the economy.

Indirect taxes and subsidies are sometimes misunderstood
as offsetting transactions of the same category. This is not
so because they are different transactions of different
categories. While indirect taxes tend to get added to the
cost of goods and services, subsidies tend to get deducted
from the cost to arrive at lower market prices. The only
common characteristic 1in these two different types of
transactions is that they both affect the market prices but in
different directions -- the indirect taxes are an addition to
while the subsidies are a deduction from market prices.
Moreover, indirect taxes being a part of market prices have
the element of quid pro quo while the subsidies do not have
such quid pro quo as the grant element is inherent in them.
In view of these reasons, indirect taxes and subsidies should
be construed as distinct transactions of different categories

and they should not be mixed up as one and the same category.

(a2 Public Sector

The public sector as defined here is limited to the
"government sector" as measured 1in the Canadian System of
National Accounts (CSNA). It represents the three levels of

government -- federal, provincial, and local -- and includes

12






public hospitals, as most of these hospitals are under the
financial and operational control of government. It includes
government departments, agencies, commissions, and boards
which also operate essentially on a non-commercial basis and
which carry out various functions delegated to them by public
authorities. The government sector which represents the term
*public sector” used in this study does not include government
business enterprises which are included elsewhere in the
business sector since they operate on the same principles as

those of private enterprises.

eiam ) Personal Sector

The personal sector includes households, individuals,
non-profit institutions and also unincorporated business such
as self-employed persons (i.e. individual farmers, independent
retailers, professional practitioners, and other proprietors
who operate their own businesses). Due to the difficulty in
separating the data of the unincorporated business between the
business account and the personal account, the data of persons
and unincorporated business are combined together 1in the
Canadian System of National Accounts. These are the same data

that are used for this study.

(1v) Business Sector
The business sector includes incorporated business

establishments and government business enterprises. It 1S

13






realized that a complete business sector should cover both
incorporated and unincorporated business such as independent
proprietors and farmers. However, as separate data for such
unincorporated business enterprises are not available at the
present time, the farm and unincorporated business enterprises
are added to the personal sector as explained earlier.
Therefore, the business sector defined here covers only

incorporated business establishments.

(v) Public Grants to the Personal Sector

Public Grants to the personal sector include payments
such as family and youth allowances; old age security
payments; scholarships and fellowships; payments to disabled
persons, among others. The published official statistics on
transfer payments to the personal sector contain a mixture of
transactions which have been filtered through the grants
concept for this study. The transactions which do not conform
to the grants concept have been reclassified to the categories
such as "trust fund" type and "quid pro guo" type to which

they belong. (See Table 1 for details)

The public grants to the personal sector also include
subsidies and capital assistance to unincorporated business.
As a clear disaggregation of subsidy data between incorporated
and unincorporated business does not exist in the official

published data at the present time, estimates have been made

14
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for the purpose of this study for the required split between
incorporated and unincorporated business. According to these
estimates, federal subsidies for agriculture and housing
assistance constitute the subsidies to unincorporated
business. The data for capital assistance have the reqguired
disaggregation available in the published data and there is no

statistical problem in this regard.

(vi) Public Grants to the Incorporated Business Sector

Public Grants to the incorporated business sector contain
subsidies and capital assistance to incorporated business. In
the published database, the disaggregation between
incorporated and unincorporated business 1is available for
capital assistance, but such a split is not available for
subsidies. As such a split for subsidies 1is essential for
consistency in the data used in this study, it is assumed that
the items relating to the federal subsidy for agriculture and
housing assistance are entirely related to the unincorporated
business while the balance 1is related entirely to the

Iincorporated business. (Table 2)

By definition, subsidies are grants to business
establishments given by the government on “current account"!

and there is no direct exchange of goods or services between

‘United Nations, National Accounts Statistics: Main
Aggregates and detailed tables 1986, New York 1986, p. XVI.

1






business and government.

In addition to subsidies on current account transactions,
the government also gives capital assistance to business
establishments. Such capital assistance to business 18
intended to stimulate the purchase of new machinery, equipment
and new construction. The business sector receives the funds
and incurs a capital outlay for those purposes, and here again
goods or services are not exchanged between business and the
government . However, the net worth of the government decreases
with a corresponding increase in the net worth of the business
sector. The increase in the net worth of the business sector
is synonymous with a profit. In this context, the capital
assistance is also a form of subsidy aimed at capital account

transactions.

(vii) Personal Sector Grants to the Public Sector

The grants outflows from the personal sector to the
public sector cover income taxes, succession duties, estate
taxes, hospital and medical insurance premiums and the like.
(Table 3) The published official data of transfers from the
personal sector have been adjusted by reclassifying data on
"motor vehicle licences" to quid pro quo transactions, because
there is an element of quid pro quo in them. The government,
by granting the licence for a set fee is authorizing the

licence holder to utilize the vehicle on highways and roads.

16
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Such authorization in the form of a licence entitles the
licence holder to drive the vehicle on public highways and
roads. In this context, the licence should be treated as a
"sale of service" by the government and a corresponding
purchase of a service by the licensee.® The published data of
transfer receipts by the government from the personal sector
have been adjusted accordingly and used in this study to

conform to the grants concept.® (See Table 3 for details)

(viii) Business Sector Grants to the Public Sector

The Business Sector’s grants to the Public Sector contain
direct taxes on profits such as Federal Income taxes, the
Federal Petroleum and Gas Revenue tax, Provincial Income

taxes, and Provincial taxes on mining and logging profits.

5This is the treatment which is recommended for all sectors of
the economy.

¢In this study, the adjustment 1is limited to motor vehicle
licences paid by the personal sector. For lack of precise readily
available data, such adjustment 1is not possible at this time for
other licences. For example, hunting, fishing, and marriage
licences also have an element of quid pro quo as the licence
holders obtain, in exchange for the license fees, an additional
privilege which they did not possess before. To that extent, It
can be argued that their net worth increased to the extent of the
additional privilege they possessed after they were given the
licences. These too, should be removed from the official published
data of transfers as they do not conform to the concept of grants
defined here.

by 4






20 Database

The database used in this study 1is from the Canadian

National Income and Expenditure Accounts’. hn that

publication, data are available for Sector Accounts along with
government transfer payments to the Personal Sector and

transfers to the Business Sector in the form of subsidies and

capital assistance.

The publication also contains transfer receipts from
those sectors in the form of direct taxes and other current
transfers. Those are the published data that have been used
for this study. Before using them for the analysis, the
published detail of transfer payments and receipts have been
filtered through the "“grants" concept. As a result, several
items were disqualified from the category of "grants". The
presently published government "transfer payments” to persons
have "trust fund payments", "quid pro quo" payments, and
"grants". The data used for this analysis represents "grants"
only, after removing from the published data the divergences
by réclassifying them to the categories to which they properly

belong.? (See Tables 1 and 3 for details) By using this

’Statistics Canada, National Income and Expenditure Accounts,
Annual estimates, 1926-86 Catalogue 13-531, Ottawa, June 1988;
Catalogue no. 13-201 Annual, 1978-1989, Ottawa, December 1990,
pages 64-69; Annual estimates, Catalogue no. 13-201 Annual, 1980-
1991, Ottawa, August 1992.

8cee the previous study by Murty P.S.K. and Yusuf Siddiqi,
Scope of Public Grants Economy in Canada, Statistics Canada, Input-

Output Division Technical Series, presented at the joint session of

18






filtering process, a new data structure using grants economics
concepts has been developed and the new database on grants
which is called the "new paradigm" meets with the criteria of
grants as it contains only the legitimate grant outflows and
inflows. The net public grants have been calculated based on

the formula mentioned earlier and analyzed. (Tables 4 and 6)

The unincorporated business data contain two elements,
namely, that which 1is attributable to individuals in the
capacity of consumers and that which 1is attributable to
individuals in the capacity of business. These two elements
cannot be separated at this time unless considerable research
is undertaken. Therefore, the data of the unincorporated
business are combined with the personal sector in the Sector
Accounts of the Canadian National Income and Expenditure
Accounts. The same data are used in this study with some

adjustments for conceptual and statistical consistency.

As already mentioned earlier, subsidies have not been
split Into incorporated and unincorporated business in the
data of that publication and estimates based on the following
procedure have been made for this study. (See Table 2)

(i) The federal payments for agriculture and housing

assistance which are shown in the publication have

the American Economic Association and the Association for the Study
of the Grants Economy held in New Orleans, January 3-5, 1992.

19
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been assumed to be for unincorporated business.
(ii) The remainder of the subsidy payments by all levels
of government have been assumed to be for

incorporated business.

As the remainder may contain some 1items of the
unincorporated business, further research 1is necessary to
examine all the subsidy programs and classify the numerous
recipients between incorporated and unincorporated businesses.
In the meantime, however, the published data on subsidies have
been split on the above basis and used here for statistical

consistency between the sectors.

In summary, the published database as adjusted in this
study contained two dimensions:

(1) Grants between the Public Sector and the
Personal Sector 1including unincorporated
business; and

(i1) Grants between the Public Sector and the

Incorporated business sector.

The major trends in the data of 3 decades from 1961 to
1991 are highlighted in the next section. The identification
of reasons for the trends reguires further research and such
a task should be the subject of future papers in the area of

Grants Economics.

20
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TABLE 1. TRANSFERS FROM THE GOVERNMENT SECTOR TO THE PERSONAL SECTOR

AS PUBLISHED
A.Federal
1.Family & youth allowances
2.Pensions - World Wars | & Il
3.War veterans’ allowances
4 Re-astablishment credits
5.Rehabilitation benefits

6.Unemployment insurance
benefits

7.Pensions to government
employees

8.0ld age security payments
9.Grants from Canada Council

10.Scholarships and grants
- research

11.Adult occupational training
payments

12.Assistance to immigrants

13.Praine farm assistance act

14 Payments to western grain
producers

15.Grants to universities

16.Local initiatives program

17.Grants to native peoples

18.Grants to national
organizations

GRANTS

1.Family and youth allowances

8.0ld age security payments
9.Grants from Canada Council

10.Scholarships and grants
- research

11.Adult occupational training
payments

12.Assistance to immigrants

13.Prairie farm assistance act

14.Payments to western grain
producers

2l

TRUST FUND TYPE

2.Pensions - World Wars | & i
3.War veterans' allowances

4 Re-establishment credits
5.Rehabilitation benefits

6.Unemployment insurance
benefits

7.Pensions to government
employees

QUID PRO QUO

15.Grants to universities
16.Local intiatives program
17.Grants to native peoples

18.Grants to national
organizations






TABLE 1. TRANSFERS FROM THE GOVERNMENT SECTOR TO THE PERSONAL SECTOR

AS PUBLISHED

19.Grants - international
development assist programs

20 Miscellaneous

B.Provincial

1.Direct relief

2.0ld age and blind pensions
3.Mothers & disabled allowances

4 Workmen’s compensation
benefits

5.Pensions to government
employees

6.Grants to post-secondary
educational institutions

7.Grants to benevolent
associations

8 Miscellaneous
C.Local
1.Direct relief

2.Grants to charitable & other
organizations .

D.Canada Pension Plan

E.Quebec Pension Plan

GRANTS

19.Grants - international
development assist prgms

20.Miscellaneous

1.Direct relief

2.0Id age and blind pensions

3.Mothers & disabled allowances

8.Miscellaneous

1.Direct relief

22

TRUST FUND TYPE

4 Workmen's compensation
benefits

5.Pensions to government
employsees

D.Canada Pension Plan

E.Quebec Pension Plan

QUID PRO QUO

6.Grants to post-secondary
educational institutions

7.Grants to benevolent
associations

2.Grants to charitable & other
organizations
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TABLE 2. SUBSIDIES AS PUBLISHED IN OFFICIAL STATISTICS AND THEIR CLASSIFICATION FOR THIS STUDY

AS PUBLISHED
A.Federal
1.Canadian Wheat Board trading loss
2.Freight assistance on western feed grains
3.Assistance re storage costs on grain
4. Two-price wheat
5.Western grain stabilization plan payments
6.Fluid milk
7.Canadian Dairy Commission payments
8.Hog premiums
9.Agr stabilization board loss or payments
10.Miscellaneous
11.Emergency gold mines assistance
12.Movement of coal
13.Atlantic region freight assistance act
14.Maritime freight rates act
15.0ther payments to railways
16.Grants to Canadian Broadcasting Corporation
17.Training-on-the-job program
18.Payts to importers crude oil & petroleum
19.Petroleum compensation fund payments
20.Housing assistance

21.Assist to industry for applied research

CLASSIFIED TO INCORPORATED BUSINESS

CLASSIFIED TO UNINCORPORATED BUSINESS

11.Emergency gold mines assistance
12.Movement of coal

13.Atlantic region freight assistance act
14.Maritime freight rates act

16.0ther payments to railways

16.Grants to Canadian Broadcasting Corporation
17.Training-on-the-job program

18.Payts to importers crude oil & petroleum

19.Petroleum compensation fund payments

21.Assist to industry for applied research

23

1.Canadian Wheat Board trading loss
2.Freight assistance on western feed grains
3.Assistance re storage costs on grain

4. Two-price wheat

5.Western grain stabilization plan payments
6.Fluid milk

7.Canadian Dairy Commission payments
8.Hog premiums

9.Agr stabilization board loss or payments

10.Miscellaneous

20.Housing assistance
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TABLE 2. SUBSIDIES AS PUBLISHED IN OFFICIAL STATISTICS AND THEIR CLASSIFICATION FOR THIS STUDY

AS PUBLISHED
22.Grants to Canada Post
23.Miscellaneous
24 Adjustment to accrual basis
B.Provincial
25.Total provincial
26.(Of which: adjustment to accrual basis)
C.Local

CLASSIFIED TO INCORPORATED BUSINESS

22.Grants to Canada Post
23.Miscellaneous

24 Adjustment to accrual basis
B.Provincial

25.Total provincial

26.(Of which: adjustment to accrual basis)
C.Local

24

CLASSIFIED TO UNINCORPORATED BUSINESS
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TABLE 3. TRANSFERS FROM THE PERSONAL SECTOR TO THE GOVERNMENT SECTOR

AS PUBLISHED
A.Federal
1.Income taxes
2.Succession duty & estate tax

3.Employer & employee contribs
- ps pensions

4 Employer & employee contribs
- unemployment insurance

5.0ther

B.Provincial
1.Income taxes
2.Succession duties

3.Employer & employee contribs
- ps pensions

4. Employer contributions to
workmen's compensation

5.Employer & employee contribs
industrial employees vacation

6.Employer & employee contribs
to Canada Pension Plan

7.Employer & employee contribs
to Quebec Pension Plan

8.Motor veh licences & permits
9.Hospital & medical insurance
10.Miscellaneous

C.Local

D.Hospitals

GRANTS

1.Income taxes

2.Succession duty & estate tax

5.0ther

1.Income taxes

2.Succession duties

9.Hospital & medical insurance
10.Miscellaneous

C.Local

D.Hospitals

25

TRUST FUND TYPE

3.Employer & employee contributions
- ps pensions

4 Employer & employee contributions
- unemployment insurance

3.Employer & employee contributions
- ps pensions

4 _Employer contributions to
workmen's compensation

5.Employer & employee contributions
industrial employees vacation

6.Employer & employee contributions
to Canada Pension Plan

7.Employer & employese contributions
to Quebec Pension Plan

QUID PRO QUO

8.Motor vehicle licences &
permits
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IV

Analysis of Grant Flows

b . Public Sector Versus Personal Sector Including

Unincorporated Business

In 1961, the public sector which in this case 1is the
donor sector gave grants amounting to $1.6 billion to the
personal sector inclading unincorporated business i.e. the
donee sector; the public sector received back grant inflows of
$2.4 billion from the personal sector. (Tables 4 and 5) As
the inflow was larger than the outflow, there was a net
negative public grant outflow of $849 million (i.e. less than
a billion dollars) to the personal sector. In other words, the
personal sector gave back $849 million or 53% more than it

got from the public sector in 1961. (Table 5)

By 1991, the public grants to that donee sector rose from
SRRt SN2 billion 14 11961 to | sd2 Bhidlion -- af & 29
increase 1in 3 decades. In contrast, the public sector
received back grant inflows of about $104 billion in 1991 --
a 52-fold increase during the 3 decades. Here again, as the
inflow to the public sector was larger than the outflow, there
was still a negative grant outflow which rose from about $1
lial ' in 1961 to about) $62 'billapn in 1991 -~ a -62-fclkd
increase. In other words, 1in 1991 the personal sector gave
back about $62 billion or 147% more than it received from the
public sector. (Table 5) There was therefore a significant

upward trend in the level of Grant Originating from the

26
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personal sector (including unincorporated business) from about
53% of what it received as public grant in 1961 to about 147%

in 1991. (Tables 5 and 10; Charts 1 and 2)

Table 10: Grant Originating from Personal Sector for Selected Years

Year Grants from Public Grants Grant Originating
Personal Sector to Personal Amount % of Public
to Public Sector Sector Grants

$ Millions

1961 2,449 1 4600 849 59. 1%

1971 11%3816 4,943 6,393 129.3%

1981 41,182 17,086 24,096 141.0%

1990 102,149 36,393 65,756 180.7%

1991 103,648 41,987 61,661 146.9%

(See Table 5 for other years)

If we analyze only the gross outflows .of the public
sector, we would notice the 21-fold increase in the gross
outflows from 1961 to 1991, but we would miss the 52-fold
increase of inflows as well as the 62-fold increase in the

Grant Originating from the personal sector.
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Chart 1. Grants between Public Sector &
Personal Sector (including Unincorporated Business)

120,000
e B From Personal & Unincorporated
$ millions 100,000 = To Personal & Unincorporated
Net Grants

80,000

60,000 I
40,000 ! 5 g
20,000 § %

1961 1971 1981 1990 1991
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Chart 2. Grants between Public Sector &
Personal Sector (including Unincorporated Business)

120,000
Smlens ... L) From Personal Sector
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|
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2 | Public Sector Versus Incorporated Business Sector

In 1961, the public grants to the incorporated business
sector amounted to about one gquarter billion dollars (i.e.
$251 million) but the public sector received back $1.6 billion
as grants from the donee sector. (Tables 6 and 7) As the
amount received back 1s larger than that was given, the net
outflow from the public sector was a negative $1.4 billion in
1961. This means, in 1961 the incorporated business sector
gave back $1.4 billion or 557% more than it got from the

public sector. (Table 7)

By 1991, the public grants to the incorporated business
sector, rose from one quarter billion dollars in 1961 to $13.4
billion in 1991 -- a 53-fold increase in 3 decades. In
contrast, the grant outflow from the incorporated business
sector to the public sector rose from about $2 billion in 1961
to about $14 billion by 1991 with an 8-fold lincrease.
Therefore, the incorporated business sector gave back about
$300 million or 2% more than it got from the donor sector in
1991, The net outflow from the public sector was still a
negative one but it was much smaller than that of 1961. In
other words, what the public sector gave as grants to the
incorporated business rose substantially over the 3 decades
much higher than what it got back as grants from that sector.
This resulted in a sharp declining trend 1in the Grant

Originating from the incorporated business sector from about
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$ millions

Chart 4. Grants between Public Sector
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557% of what the public sector gave to that sector in 1961 to

about 2% by 1991. (Tables 7 and 11; Charts 3 and 4)

Table 11: Grant Originating from Incorporated Business Sector for
Selected Years

Year Grants from Public Grants Grant Originating
Incorporated to Incorporated Amount % of Public
Business Sector Business Sector Grants
to Public Sector

$ Millions

1961 1,649 25 iy, B8 557 .0%

1971 3,346 884 2,462 278.5%

1981 12,796 9,481 3,315 35.0%

1990 16,851 11,298 5 ASI5E , 49.2%

1991 13,649 13,358 296 2 3248

(See Table 7 for other years)

Here again, 1f we analyze only the gross outflows of
public grants, we would notice the 53-fold increase in the
gross outflows from 1961 to 1991, but we would miss the 8-fold
increase of inflows as well as the substantial drop of Grant

Originating in the incorporated business sector.

28 Grant Originating (GO)

Based on the Canadian experience, the net grant outflow
from the public sector to the private sector, consisting of
both the personal and business sectors, was negative from 1961
to 1991. In other words, the Grant Originating in the public
sector, as far as the private sector is concerned, 1is zero,
because the counterflows from the private sector to the public

sector were larger than the public grants for the 3 decades.
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Within the private sector, the Grant Originating in the
personal sector is significantly larger than that of the

incorporated business sector. (Charts 5 and 6; and Table 12A)

In terms of GDP (i.e. GDP at market prices), the
incorporated Business sector’s net outflow was 3.4% of the GDP
in 1961 and it declined steadily to almost nothing by 1991.
(Tables 8 and 12A) By 1990, it was only about 1%. In sharp
contrast, the net outflows of the personal sector (including
unincorporated business) which were only about 2% of GDP in
1961 rose steadily to about 9% by 1991. (Tables 8, 12A and

Chart 5)

Table 12A: GDP and Grant Originating in Private Sector for
Selected Years

Year GDP at Grant Originating in % of Grant Originating
market to GDP
prices Personal Incorporated Personal Incorporated
Sector Busginesgs Sector Buginess
Sector Sector
$ Millions
1961 40, 886 849 5. 898<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>