
Cor po rate wel fare breaks
the $200 bil lion mark:

An update on 13 years of
busi ness sub si dies in Canada

Main Conclusions

• Between 1994 and 2007, the last year for which statistics are available, Canada’s federal, provincial,
and local governments spent $202.7 billion on subsidies to business

• In 2007 alone, Canada’s federal, provincial, and local governments spent $19.4 billion on corporate
welfare, almost double the 1995 figure of $10.4 billion

• The cost for corporate welfare to each taxpayer in 2007 was $1,244, 28% higher than the 1995 figure
of $967

• Over 13 years, the total cost per tax filer who paid tax in every year amounted to $15,126 per person 
(in 2009 dollars)

• Between 1994 and 2007, provincial governments spent $110.3 billion on corporate welfare; the
federal government spent $66.6 billion, and municipal governments spent $25.8 billion

• In 2007, Quebec disbursed the most public money to corporations: over $6 billion. Ontario
followed at $2.1 billion, then Alberta at almost $1.2 billion, then British Columbia at just over 
$1 billion

• Between 2003 and 2009, the fed eral and Ontario gov ern ments autho rized $16.5 bil lion to Can ada’s
automakers—$15.3 bil lion in less than two months, between April 7 and June 1, 2009.

• If in 2009, 16 million Canadians pay income tax (the same number of people who paid income tax
in 2007, the last year for which statistics are available), the cost of the recent, two-month, $15.3
billion automotive bailout will be over $950 for each such taxpayer.
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December 2009
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An update on cor po rate
wel fare: A $203 bil lion
tab over 13 years
In late 2007, when the Fra ser Insti -
tute pub lished my first study on
cor po rate wel fare, the tally between
April 1, 1994 and March 31, 2004
amounted to $144 bil lion. Two
years later, we have sta tis tics up to
March 31, 2007; the total now
stands at $202.7 bil lion. Cana dian
gov ern ments dis trib uted sub si dies
worth $202.7 bil lion to busi nesses
(from fed eral, pro vin cial, and
munic i pal trea sur ies— i.e. tax pay -
ers) between April 1, 1994 and
March 31, 2007. 

Scope of this update 
Sta tis ti cal col lec tion lags actual gov -
ern ment announce ments by sev eral
years, to say noth ing of
after-the-fact bills that come due for 
busi ness sub si dies. This year’s
review of busi ness sub si dies cov ers

the period from April 1, 1994 to
March 31, 2007, or a total of 13 fis -
cal years. Sta tis tics Can ada, which
pro vided the data, has no infor ma -
tion more current than that.

It is nat u ral for read ers to ques tion
whether the Jan u ary 2006 fed eral
party change from Lib eral to Con -
ser va tive has also led to a change in
busi ness sub si dies. Because the data
only extend to March 2007, a full
answer is not yet avail able. In the
fis cal year end ing March 31, 2007— 
the first full fis cal year in which the
fed eral Con ser va tives held office—
there appeared to be a minor reduc -
tion in fed eral sub si dies to about
$5.6 bil lion, down from just over
$5.8 bil lion the previous year.

That said, cor po rate wel fare bills at
the fed eral level are cer tain to be
sig nif i cantly higher when Sta tis tics
Can ada tab u lates the data from
2008 and 2009. In Novem ber 2008,
in the Speech from the Throne, the
fed eral gov ern ment com mit ted

itself to sub si diz ing busi ness fur ther
when it first noted that the auto mo -
tive and aero space indus tries were
“under increas ing strain” and then
pledged to “pro vide fur ther sup port 
for these indus tries” (Canada 2008).

In Decem ber 2008, when the last
edi tion of this Alert was pub lished
and as it detailed at the time, gov -
ern ments had already begun to
accel er ate sub si dies to the auto mo -
tive indus try (among other sec tors). 
Dur ing 2009, the gov ern ment dra -
mat i cally increased its sub si dies to
help save two auto mo tive com pa -
nies (Gen eral Motors and Chrys ler)
at the expense of sales for their
com pet i tors. As this update will
show, through out the year, fed eral
and pro vin cial gov ern ments
announced all man ner of “stim u lus”
spend ing; from these announce -
ments read ers will begin to under -
stand how much more expen sive
busi ness sub si dies became over the
past year. (For those who want an
in-depth review of why cor po rate
wel fare is a fail ure, and why it will
fail again in any new bail outs or
sub sidy agree ments, see Milke 2007. 
The full report, com plete with a lit -
er a ture review, explains and
debunks almost every jus ti fi ca tion
for sub si dies and the osten si ble ben -
e fits of cor po rate wel fare.)

This year’s report updates the sum -
mary totals for cor po rate wel fare (in 
total and by level of gov ern ment),
the pro vin cial break down on cor po -
rate wel fare, and its cost per tax
filer. The report also lists key cor po -
rate wel fare announce ments since
last year’s Alert, explains why sub si -
dies con tinue, and sum ma rizes five
key argu ments against cor po rate
wel fare. It also revis its the “sub sti tu -
tion prob lem” in cor po rate wel fare,

Mark Milke wrote the 2007 Fra ser Insti tute report, Cor po -
rate Wel fare: A $144 Bil lion Addic tion and the 2008 update,
Cor po rate Wel fare: Now a $182 Bil lion Addic tion. Based in
Cal gary, he is the direc tor of research for the Fron tier Cen -
tre for Pub lic Pol icy. Mark also lec tures in polit i cal sci ence
at the Uni ver sity of Cal gary where he received his doc tor ate. 

He is the author of three books on Cana dian pol i tics, includ ing A
Nation of Serfs? How Can ada’s Polit i cal Cul ture Cor rupts Cana dian Val -
ues pub lished by John Wiley & Sons in 1996. He is a for mer direc tor
with the Cana dian Tax pay ers Fed er a tion and among other work has
writ ten pol icy papers on Brit ish Colum bia’s treaty pro cess, the Can ada
Pen sion Plan, Alberta’s Her i tage Fund, auto mo bile insur ance, and the
flat tax. His new est book, An Accept able Prej u dice: Anti-Amer i can ism in
Can ada, will be pub lished in 2010. Mark is a also a Sunday col um nist
for the Cal gary Her ald and his col umns on pol icy, pol i tics, hik ing,
nature, and archi tec ture have been pub lished across Can ada includ ing
in the National Post, Globe and Mail, Reader’s Digest, West ern Stan dard,
Van cou ver Sun, and Vic to ria Times Col o nist, and the Wash ing ton
DC-based mag a zine on pol i tics, the Weekly Stan dard.
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i.e., the fact that when gov ern ments

“res cue” one com pany, they do so

at a greater cost to that com pany’s

com pet i tors. One of the great illu -

sions about sub si dies to busi ness is

that polit i cal gen er os ity on behalf of 

tax pay ers cre ates new eco nomic

activ ity, new jobs, and new tax rev e -

nue. That belief is mis taken. The

empir i cal, peer-reviewed evi dence

shows oth er wise. Real-world exam -

ples also dem on strate the folly of

res cu ing one com pany (in this case

Gen eral Motors), only to harm

others (such as Ford, Toyota, or

other automotive man u fac tur ers).

Updated summary
of cor po rate wel fare:
$202.7 billion over 
13 years

• Between 1994 and 2007, the
last year for which statistics
are available, Canada’s federal, 
provincial, and local
governments spent $202.7
billion on subsidies to
business (see table 1).

• In 2007 alone, Canada’s
federal, provincial, and local
governments spent $19.4
billion on corporate welfare,
almost double the 1995 figure
of $10.3 billion (see table 1).

• The total corporate welfare
bill (federal, provincial, and
municipal) has ranged from a
low of $9.9 billion in 1996 to a 
high of over $20.2 billion in
each of 2005 and 2006 (see
table 1). In 2007, it was $19.4
billion.

• The cost for corporate welfare
to each taxpayer in 2007 was
$1,244, 28% higher than the
1995 figure of $967 (see table 2).

• Between 1995 and 2007, for
someone who filed taxes every 
year, the total cost per filer
who paid tax amounted to
$15,126 per person (all figures 
adjusted for inflation to 2009
dollars) (see table 2). 

Table 2: Business subsidies per tax filer who paid income tax, 
(fiscal years ending March 31)

Fis cal year Tax fil ers (tax able
returns mil lions

of per sons)

Busi ness
sub si dies

(mil lions of $)

Per tax filer
(nom i nal $)

Per tax filer 
(2009 $)

1995 14.027 10,374 740 967

1996 14.173 9,901 699 900

1997 14.069 10,673 759 961

1998 14.578 11,747 806 1,014

1999 14.925 13,721 919 1,126

2000 15.412 14,241 924 1,103

2001 15.602 17,925 1,149 1,337

2002 15.516 15,924 1,026 1,166

2003 15.836 19,296 1,218 1,355

2004 16.173 19,295 1,193 1,303

2005 16.298 20,106 1,234 1,306

2006 15.722 20,123 1,280 1,344

2007 16.006 19,423 1,214 1,244

Sources: Canada Revenue Agency 2009, Milke 2008, and Milke 2007. Conversion to 2009 dollars courtesy of Bank of Canada
Inflation Calculator. Business subsidies calculated according to government fiscal year-end April 1 to March 31; tax filers
calculated according to calendar year-end, December 31. Because of the difference between fiscal and calendar years, some
business subsidy costs in fiscal 2007, for example, would be expended in calendar 2006, i.e., between April 1 and Dec 31, 2006
in addition to between January 1 and March 31, 2007.



Which gov ern ments give
busi ness the most pub lic
money? 

Between 1994 and 2007, pro vin cial
gov ern ments have given more
money to busi ness than any other
level of gov ern ment. The break -
down is as fol lows:

• Between 1994 and 2007,
provincial governments spent
$110.3 billion on corporate
welfare, while the federal
government spent $66.6
billion and municipal
governments spent $25.8
billion (see table 1).

• In 2007 alone, out of a total
corporate welfare handout of
$19.4 billion nationwide,
provincial governments
accounted for $11.2 billion of
that, while the federal govern-
ment spent almost $5.6 billion,
and municipal governments
$2.6 billion (see table 1).

• Among provincial govern-
ments in 2007, Quebec
disbursed the most public
money to corporations at just
over $6 billion—over half of

all provincial spending on
corporate welfare. Ontario
followed at $2.1 billion, then
Alberta at almost $1.2 billion,
and British Columbia at just
over $1 billion (see table 3).

Cor po rate wel fare for car
com pa nies 2003-2009:
$16.5 bil lion to the
auto mo tive sec tors;
$15.3 bil lion dis bursed 
in just 2 months

In my 2008 update on cor po rate
wel fare (Milke 2008), I noted how
between Octo ber 2004 and Sep tem -
ber 2008, the fed eral and Ontario
gov ern ments had prom ised or
deliv ered $752 mil lion to the auto -
mo tive sec tor. Most of that money
was in the form of grants, and the
remain der in repay able con tri bu -
tions. (The lat ter are often the same
as grants because many repay able
loans are, in fact, never repaid.)

There is a delay from when sub si -
dies to busi ness are announced by
gov ern ments, to when they are
deliv ered, to when, much later, they 
are reported and show up in

sta tis ti cal data. This means that tax -
payer money granted, loaned, or
“invested” over the past year for an
“equity” stake in an auto mo tive
man u fac turer will not show up for
sev eral years in the 1994-2007
totals. To better under stand the
level of cur rent sub si dies, one can
glean infor ma tion from Access to
Infor ma tion requests (which also
lag announce ments), or go directly
to the pub lic announce ments them -
selves, both sources of infor ma tion
of which are illustrated in table 4.

In updat ing the cor po rate wel fare
list for auto mo tive com pa nies with
pub lic announce ments made in the
past year (2009) and with sev eral 
sub si dies added for pre vi ous years
cour tesy of past Access to Infor ma -
tion requests from the Cana dian
Tax pay ers Fed er a tion, this year’s
updated list of auto mo bile sub si dies 
shows that between 2003 and 2009,
the fed eral and Ontario gov ern -
ments com mit ted $16.5 bil lion to
the auto mo tive sec tor—$15.3 bil lion 
of which was announced in just the
two-month period between  April 7,
2009  and June 1, 2009. 

If, in 2009, 16 mil lion Cana di ans
pay income tax (the same num ber
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Table 3: Provincial subsidy amounts, 2007 (millions of dollars) 
(fiscal years ending March 31)

Prov ince NL PE NS NB QC ON MB SK AB BC YT NT NU All

Operating 69 48 72 180 5,694 1,705 193 273 1,169 991 16 4 4 10,418

Capital 2 11 0 0 323 440 0 19 0 34 0 0 0 829

Totals 71 59 72 180 6,017 2,145 193 292 1,169 1,025 16 4 4 11,247

Source: Statistics Canada 2006, CANSIM 384-0010. 
Note that some, but not all, government business enterprises are included in above figures. Statistics Canada includes only
those businesses which it considers independent of government, defined as those that receive less than 50 percent of their
operating budget from government (Dan Finnerty, Statistics Canada, personal communication, November 9, 2008. Updated
November 10, 2009).
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Table 4: Federal and Ontario automotive subsidies, 2003–2009
Specific funding announcements

Date Gov-
ern-
ment

Recip-
ient
comp-
any

Amount 
(mil -
lions of 
CA$)

Type of
assis tance

Source Link

Nov. 25,
2003

Ontario General
Motors

175.00 Repayable
contribution

Canadian Taxpayers
Federation 2008,
Access to
Information request

http://www.taxpayer.com/
federal/no-auto-bail-outs

Oct. 29,
2004

Federal Ford 100.00 Conditionally
repayable
contribution

Industry Canada,
2004

http://www.ic.gc.ca/epic/site/ic1.
nsf/en/02354e.html

Oct. 29,
2004

Ontario Ford 100.00 Conditionally
repayable
contribution

Industry Canada,
2004

http://www.ic.gc.ca/epic/site/ic1.
nsf/en/02354e.html

March 2,
2005

Federal General
Motors

200.00 Grant Industry Canada,
2005a

http://www.ic.gc.ca/epic/site/ic1.
nsf/en/02324e.html

June 30,
2005

Federal Toyota 55.00 Repayable
contribution

Industry Canada,
2005b

http://www.ic.gc.ca/epic/site/ic1.
nsf/en/02264e.html

June 30,
2005

Ontario Toyota 70.00 Grant Industry Canada,
2005b

http://www.ic.gc.ca/epic/site/ic1.
nsf/en/02264e.html

Nov. 21,
2005

Federal Daimler
Chrysler

46.00 Grant Industry Canada,
2005c

http://www.ic.gc.ca/eic/site/ic1.
nsf/eng/02216.html

Nov. 21,
2005

Ontario Daimler
Chrysler

76.80 Grant Industry Canada,
2005c

http://www.ic.gc.ca/epic/site/ic1.
nsf/en/02216e.html

March
30, 2006

Federal Ford 4.20 Conditionally
repayable
contribution

Canadian Taxpayers
Federation 2008,
Access to
Information request

http://www.taxpayer.com/
federal/no-auto-bail-outs

Dec. 21,
2006

Federal Valiant 6.10 Repayable
Investment

Industry Canada,
2006

http://strategis.ic.gc.ca/epic/site/
ito-oti.nsf/en/h_00509e.html

Feb. 16,
2007

Federal Linamar 8.97 Repayable
Investment

Industry Canada,
2007

http://strategis.ic.gc.ca/epic/site/
ito-oti.nsf/en/h_00523e.html

February
26, 2008

Federal N/A 250.00 Automotive
Innovation Fund

Office of the Prime
Minister, 2009

http://www.pm.gc.ca/includes/
send_friend_eMail_print.asp?
URL=/eng/media.asp&id=
2600&langFlg=e

June 3,
2008

Federal Various
comp-
anies—
54
projects

9.50 Grant Industry Canada,
2008a

http://www.ic.gc.ca/eic/
site/ic1.nsf/eng/04211.html

http://www.taxpayer.com/federal/no-auto-bail-outs
http://www.taxpayer.com/federal/no-auto-bail-outs
http://www.ic.gc.ca/epic/site/ic1.nsf/en/02354e.html
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http://www.ic.gc.ca/epic/site/ic1.nsf/en/02354e.html
http://www.ic.gc.ca/epic/site/ic1.nsf/en/02324e.html
http://www.ic.gc.ca/epic/site/ic1.nsf/en/02324e.html
http://www.ic.gc.ca/epic/site/ic1.nsf/en/02264e.html
http://www.ic.gc.ca/epic/site/ic1.nsf/en/02264e.html
http://www.ic.gc.ca/epic/site/ic1.nsf/en/02264e.html
http://www.ic.gc.ca/epic/site/ic1.nsf/en/02264e.html
http://www.ic.gc.ca/eic/site/ic1.nsf/eng/02216.html
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http://strategis.ic.gc.ca/epic/site/ito-oti.nsf/en/h_00523e.html
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Table 4: Federal and Ontario automotive subsidies, 2003–2009
Specific funding announcements

Date Gov-
ern-
ment

Recip-
ient
comp-
any

Amount 
(mil -
lions of 
CA$)

Type of
assis tance

Source Link

Sept. 3,
2008

Federal Ford 80.00 Repayable
contribution

Industry Canada,
2008b

http://www.ic.gc.ca/epic/site/
auto-auto.nsf/en/am02257e.html

April 7,
2009

Federal EDC
Accounts 
Receiv-
able
Insur-
ance

700.00 Insurance for auto
parts supplier
insurance program

Office of the Prime
Minister, 2009

http://www.pm.gc.ca/includes/se
nd_friend_eMail_print.asp?URL
=/eng/media.asp&id=2600&lang
Flg=e

April 16,
2009

Federal
and
Ontario

N/A 145.00 Grant for
Automotive
Partnership Canada

Office of the Prime
Minister, 2009

http://www.pm.gc.ca/includes/se
nd_friend_eMail_print.asp?URL
=/eng/media.asp&id=2600&lang
Flg=e

April 30,
2009

Federal
and
Ontario

Chrysler 3,605.00 Loan Office of the Prime
Minister, 2009

http://www.pm.gc.ca/includes/se
nd_friend_eMail_print.asp?URL
=/eng/media.asp&id=2600&lang
Flg=e

May 4,
2009

Federal
and
Ontario

GMCL 500.00 Loan Office of the Prime
Minister, 2009

http://www.pm.gc.ca/includes/se
nd_friend_eMail_print.asp?URL
=/eng/media.asp&id=2600&lang
Flg=e

June 1,
2009*

Federal
and
Ontario

General
Motors
and
GMCL

10,346.00 Loan/
ownership stake

Min is ter of Pub lic
Works and
Gov ern ment Ser vices 
Canada. Pub lic
Accounts of Can ada

http://www.tpsgc-pwgsc.gc.ca/re
cgen/pdf/49-eng.pdf 

Money committed by federal and Ontario governments, 2003-2009, 16,477.57

(April 7, 2009 to June 1, 2009) 15,296.00

Sources: Industry Canada 2008; Canadian Taxpayers Federation 2008; Office of the Prime Minister 2009; Can ada, Min is ter of
Pub lic Works and Gov ern ment Ser vices , Pub lic Accounts of Can ada, vol. 1:  2.33.
*June 1 Canadian dollar estimate of General Motors loan provided by Douglas Nevison, Department of Finance, November 26 
personal communication.
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of peo ple who paid income tax in
2007, the last year for which sta tis -
tics are avail able), the cost of the
recent, two-month, $15.3 bil lion
auto mo tive bail out will be over
$950 for each such tax payer.

What is cor po rate
wel fare? An over view

A gov ern ment sub sidy to busi ness
occurs when a gov ern ment trans fers 
tax dol lars to busi ness for rea sons
other than to buy goods and/or ser -
vices. In aca demic jar gon, such a
sub sidy is often referred to as
“targeting” because gov ern ment sup -
port is “tar geted” at a par tic u lar
busi ness or indus try. In com mon
par lance, busi ness sub si dies are
known as “cor po rate wel fare.” These
terms are largely inter change able.

This def i ni tion of cor po rate wel fare
does not include tax reduc tions, tax
deduc tions, or tax exemp tions for
indi vid ual busi nesses or for busi ness 
sec tors. Money that indi vid u als or
busi nesses earn belongs first to those
who earn or cre ate it. Thus, in most
cases, it is incor rect to label a tax
reduc tion, deduc tion, or exemp tion 
as a sub sidy.1 

Why do busi ness
sub si dies con tinue? A
pub lic choice answer

If the empir i cal evi dence for cor po -
rate wel fare’s eco nomic value is
lack ing, the ques tion arises: why
does it con tinue to per sist? Here,
pub lic choice the ory (see Milke
2007: 40-42 for a full dis cus sion of
pub lic choice the ory) is help ful in
explain ing less-than-opti mal pub lic
pol icy. The the ory explains that
gov ern ment sub si dies to busi ness
continue because:

• they are in the interest of
some special interests who
desire a specific lucrative
benefit; 

• they allow political actors to
appear to be “doing
something” (e.g., they are
“saving jobs”), which is in
their interest as
“vote-maximizers”;

• they are not likely to be
opposed by most civil servants 
as doing so would contradict
their own self-interest (e.g.,
for job security and/or a larger 
budget); 

• their cost per person is not
enough to arouse the general
public to active opposition;
and,

• their cancellation would
politically endanger some and
offend others in a small group
of politicians and bureaucrats, 
including the caucus and
other civil servants.

In short, and as is obvi ous in the
cur rent eco nomic envi ron ment,
busi ness sub si dies con tinue because
of the polit i cal ratio nale—polit i cal
play ers want votes—and not
because of the eco nomic ratio nale,
as there is none that pro vides a pos -
i tive social benefit. 

Five key prob lems with
cor po rate wel fare

Cor po rate wel fare is empir i cally
unsupportable and is prob lem atic
for a sig nif i cant num ber of rea sons.
Here are five key prob lems with
busi ness sub si dies.2 

1)  Cor po rate wel fare
dis crim i nates against other
busi nesses and other
indus tries: Con sider GM and
Chrys ler ver sus Ford,
Toy ota, etc.

Busi ness sub si dies cre ate an uneven
play ing field between busi ness and
indus tries that do not receive tax -
payer sup port, and those that do.
Sub si dized busi nesses receive an
arti fi cial, polit i cally-cre ated advan -
tage. This imbal ance could be called 
the “The Sub sti tu tion Effect: How
Help ing General Motors and Chrys -
ler Hurts Ford and Toy ota.” Over
the past year, this par tic u lar rea son
why busi ness sub si dies are poor
pol icy has been dem on strated in the 
US and Can ada with the bail outs of
two auto mo tive com pa nies. Their
res cue has come at the expense not
only of tax pay ers in both coun -
tries—rea son enough to have
avoided the bail outs—but also of
their competitors. 

To expand on this par tic u lar point,
con sider two spe cific exam ples
where the sub sti tu tion effect works
in prac tice: in vehi cle sales and in
plant clo sures. 

Con sider, first, the total light vehi cle 
mar ket sales in the United States
and Can ada from 1981 to the end of 
2008 (see fig ure 1). Dur ing the
1980s, more vehi cles were sold in
1986 than any other year in the
decade (17.6 mil lion light auto mo -
biles). In the 1990s, the peak year
for sales was 1999 (18.5 mil lion
auto mo biles). In the new mil len -
nium, the year 2000 had the most
sales (18.9 mil lion units). The sec -
ond and third high est years were
2001 (18.7 mil lion units) and 2005
(18.5 mil lion units). Since 2005,
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sales have declined. In 2006, 18.1
mil lion auto mo biles were sold; in
2007 17.7 mil lion vehi cles. In 2008
there were 14.8 mil lion units sold
(Desrosiers, undated), and just 12
mil lion fore cast to be sold in each of 
2009 and 2010 (Desrosiers and
Asso ci ates, Per sonal e-mail cor re -
spon dence, Feb ru ary 19, 2009).

Next, con sider total employ ment in
Can ada in the motor vehi cle man u -
fac tur ing and parts man u fac tur ing
sec tor: 154,443 in 2001; 135,583 in
2007; 127,255 in 2008; and 100,628
in March 2009 (Desrosiers 2009).

The two sets of sta tis tics are, obvi -
ously, inter re lated. As annual sales
of vehi cles in Can ada and the
United States plum meted, job losses 
were inev i ta ble, a fact that is
reflected in sta tis tics from both
2007 into 2008, and 2008 into early
2009. In the shrink ing mar ket of
2009, where sales were sure to
decline by a few mil lions from the
pre vi ous year, and could poten tially 

decline by per haps as much as seven 
mil lion auto mo biles from the mar -
ket peak in 2000, it was never a
ques tion of if auto mo bile com pa -
nies would be forced to lay off
employ ees; it was only a ques tion of
which com pa nies would have to
reduce their workforce. 

Had gov ern ments in Can ada and
the United States not inter vened,
auto mo tive com pa nies would have
laid off employ ees and restruc tured
them selves, tak ing into account
shrink ing mar ket demand and the
pop u lar ity (or lack thereof) of their
vehi cles with con sum ers. Thus,
while an auto mo tive com pany may
be kept alive with pub lic sub si dies,
the vehi cles it pro duces are flooding
an already shrink ing mar ket, mak -
ing it even more dif fi cult for oth er -
wise rel a tively healthy com pet i tors
to sur vive. 

Only so many vehi cles were going to 
be sold in North Amer i can in
2009—an esti mated 12 to 13

mil lion accord ing to auto mo tive
ana lyst Den nis Desrosiers
(Desrosiers and Asso ci ates, Per sonal 
e-mail cor re spon dence, Feb ru ary
19, 2009) and only so many
employ ees of var i ous com pa nies
were nec es sary to pro duce that
num ber of cars and light trucks.
Indeed, the US “cash-for-clunkers”
pro gram may have arti fi cially
boosted short-term demand (likely
at the cost of future sales which
were instead pur chased ear lier). But 
what ever the final sales tally for
2009 turns out to be, the prop ping
up of cer tain auto mo tive com pa nies 
meant there were more com pet i tors 
in the mar ket place than would have
oth er wise existed for the demand,
real or artificially boosted, that
existed in 2009. 

Thus, when gov ern ments picked
“win ners,” they also made los -
ers—out of the share hold ers and
employ ees of Ford, Toy ota, Honda,
Hyundai, Volks wagen, and oth ers
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Fig ure 1: Light Vehi cle Mar ket in the United States and Can ada
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who also man u fac ture and sell cars
and trucks in North Amer ica. The
illu sion of cor po rate wel fare
directed to the auto mo tive indus try
in 2009 was the illu sion that jobs
were “saved”: they were not. Instead 
of employ ees being cut from Gen -
eral Motors or Chrys ler plants, they
were sim ply laid off else where (or
the jobs were not cre ated at other
auto mo tive com pa nies that would
have increased pro duc tion to meet
mar ket demand in the absence of
GM or Chrys ler in the mar ket place).

2)  There is no guar an tee
that the “saved” busi ness
will remain in the
juris dic tion where fund ing
for the com pany orig i nated

When gov ern ments give tax payer
dol lars to busi nesses in a par tic u lar
region, there is gen er ally no mech a -
nism that can pre vent those com pa -
nies from later trans fer ring all or
part of their oper a tions out of that
juris dic tion. Even if loca tion restric -
tions were writ ten into a con tract, a
com pany could later make the case
that with out a change in locale, the
com pany’s exis tence itself would be
endan gered, as would be repay ment 
of the original loan.

3)  Cor po rate wel fare is
poten tially harm ful to
trade-depend ent coun tries

Coun tries that offer sub si dies jeop -
ar dize the over all growth of world -
wide free trade. Such pol i cies are
risky for trade depend ent coun tries
such as Can ada, and where the
annual trade bal ance is tilted in
Can ada’s favour. Can ada is highly
depend ent on a rules-based trad ing
sys tem. It is to Can ada’s advan tage

to pro mote fewer sub si dies at home
and abroad so as to avoid mak ing
Cana dian firms and jobs tar gets of
pro tec tion ist-minded gov ern ments
and anti-trade coalitions elsewhere.

4)  Cor po rate wel fare
under mines con fi dence in
dem o cratic insti tu tions

Firms that obtain sub si dies risk
being per ceived by the pub lic as
recip i ents of gov ern ment lar gesse
solely because of close asso ci a tions
with a par tic u lar pol i ti cian or
political party.

5)  Cor po rate wel fare
pro motes rent-seek ing and
dis torts eco nomic growth

As gov ern ments grant sub si dies to
one busi ness or indus try, pres sure
grows for those same gov ern ments
to grant addi tional sub si dies to other
cor po ra tions or sec tors. This cre ates
tar geted pro grams for more state “cli -
ents” at the expense of a more effi -
cient tax sys tem with fewer sub si dies
and lower over all tax rates. Cor po rate
wel fare pro motes rent-seek ing by
creat ing com pe ti tion for pub lic
money. The end effect is cap i tal
directed towards tar geted busi nesses 
and sec tors which may not be driv -
ers of future eco nomic growth.

Con clu sion

In gen eral, and to sum ma rize past
research, gov ern ment sub si dies to
busi ness are an empir i cally inde fen -
si ble prac tice. Such cor po rate wel -
fare ham pers over all growth,
trans fers money from some busi -
nesses to their com pet i tors through
the tax sys tem, acts as a damp en ing
effect on free trade, is an unfair

trade prac tice vis-à-vis poorer
coun tries which can not fund such
sub si dies to the same degree, and
introduces the power of gov ern ment
into the mar ket place in a man ner that 
ham pers some busi nesses and their
employ ees and share hold ers to the
ben e fits of oth ers.

The use of cor po rate wel fare by
gov ern ments invol un tarily enlists
tax pay ers in com pe ti tion between
cor po ra tions in a vari ety of juris dic -
tions. That harms the use ful neu tral
role of gov ern ment and instead
turns pub lic insti tu tions into advo -
cates for spe cific busi nesses or sec -
tors to the det ri ment of oth ers and
to the nega tion of supe rior uses for
such cap i tal. The data con sis tently
show that com pe ti tion is supe rior
and preferable to corporatism. 

Notes
1  An argu able excep tion to this is

where one busi ness or sec tor is given
pref er en tial treat ment on its own tax
bur den vis-à-vis other busi nesses
who must pay reg u lar tax rates. The
Sta tis tics Can ada and Indus try Can -
ada data used in this study con cerns
direct gov ern ment pay ments to indi -
vid ual busi nesses.

2  See Milke 2007 for a more detailed
dis cus sion of the prob lems with cor -
po rate wel fare, along with exam ples.
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