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Abstract

Investing in disadvantaged young people is one of the rare public policies with no
equity-efficiency tradeoffBased on the methodology developed in Sharpe, Arsenault and
Lapointe (2007), westimate the effect of increasing the educational attainment level of
Aboriginal Canadians on labour markettcome anautput up to 2026. We build on
these projection to estimate the potential effect of eliminating educational and social gaps
between Abdginal and norAboriginal people omovernment spending and government
revenuesisingpopulation and economic projections to 2026.

Résumé
|l nvestir pour assurer un meill eur avenir
rares pol i ti gunmpligue pas delcomgpraongissentrg aquité et éficacité.

Avec comme fondement la méthodologie développé&parpe, Arsenauét Lapointe

(2007) ce rapport estime les bénéfices potentietnpnt la forme de meilleurs résultats

sur le marché du travail et miveau de production accrue. Ces projections servent alors

de base pour une estimationdes effiets | 6 ® i mi nati on des ®carts @
sociauxéconomique sur les dépenses et revenues gouvernementaux. Des projections de
population et de variableséo nomi ques jusqubd”™ 2026 sont mi se
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The Effect of Increasing Aboriginal
Educational Attainment on the Labour Force,
Output and the Fiscal Balance

Executive Summary

Canadads Abor i gi nalh20@7ghe Ndtianal Coontilof s i n cri s
Welfare concludéthat fiTo date, no government al respon:
thei ssueso f aced blmprogitgadhe sogal ancddcongméc ovipking of
the Aboriginal population is not only a momaiperative;it is a sound investment which
will pay subsantial dvidends in the coming decadésboriginal education must be a key
component in any such effort.

In 2007, the CSLS published a first report setting out the potential contribution of
the Aboriginal population to Canadian labour force, outputpraductivity using 2001
Census data. This repaodpresents not only an update to this earlier report, but it also
seeks to provide policy makers with additional incentive to prioritize Aboriginal
education byhoroughlyquantifying the fiscal benefits asgated with improved
Aboriginal social and economic wedking.

The report is divided inteevenmain sections. After a brief discussion of the
motivation for and the methodology of the report, the second section draws a portrait of
the Aboriginal popudtionin 2006 with particular emphasis on recent developments and
the issues of data comparabilifjhethird section discusses the population projection
scenariogo 2026, both for the Aboriginal and overall populatiofi$ie fourth section
examinestheBor i gi nal popul ationds potential cont:r
The fifth sectiorprovides projetions of income for Aboriginal Canadiaims2026 and its
implications for Canadian output and productivity given different levels of increase in
Aboriginal educational attainmenfhe sixth sectiondilds on themethodology
developed for the Royal Commission on Aboriginal People to estimate the ringzaiti
of increased social and economiboriginal well-being. The seventhsection concludes.

Key Highlights

Exhibit A succinctlysummarizes key resultk shows the gains to the Canadian
economy and Canadian economy of improved educational and labokgtroutcomes in
terms of income and tax revenues. It also provides an estimate of the magnitude of the
costs in terms of government expenditures associated to the existence of a variety of
social gaps between Aboriginal and pdboriginal Canadians.



Exhbit A: The Effects ofmproving Aboriginal Educational and Labour Market Outcomes
and Aboriginal Social WeBeing in Canada

wEducational and Labour Market Outcomes of Aboriginal
Canadians reached nefboriginal 2001 Level in 2026.

Aboriginal
Education

higherin 2026 Cumulatively output gains are estimated a
Incomes $401 billion

wCompared to the status quannual output is$36.5 billion }
t
Increase

s the increase in tax revenues is estimatedag billion

wTax revenues ar$3.5 billions higher in 2028Cumulatively J
Revenues

expenditures are14.2 billion lower in 2026Cumulatively
e ™ savings in the form of government expenditures are estim

Expenditure at $77 billion
Decline

wlf key social welbeing gaps are also eliminated, government
ed

Additional key highlightsfrom the reportsre:

e In 2006, the CSLS estimates that the Aboriginal identity population made up
4.0 per cent of the Canadian population, with 1,311,200 persons.

e In 2006, 26.3 of the Aboriginal population lived on reserves. Of that number,
97.5 per cent were North Americardlans.

e The Aboriginal population is much younger than the average Canadian, with a
median age in 2006 of only 26.5 years, compared to 39.5 yeat$ for
Canadians.

e Aboriginal Canadians aged 15 and over have a much lower educational
attainment than theiram-Aboriginal counterparts with 43.7 per cent not
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holding any certificate, diploma or degree in 2006, compared to 23.1 per cent
for other Canadians.

Between 2001 and 2006, the proportion of Aboriginal holding a university
degree increased 1.4 percentagm{s. This increase held for both the North
American Indian population as a whole (1.1 percentage points) and-the on
reserve population in particular (0.7 percentage points). These improvements
are far from negligible.

The labour market outcomes for Abginal Canadians are significantly inferior
to the Canadian average. In 2006, Aboriginal Canadians had a higher
unemployment rate, a lower participation rate, and a lower employment rate.

In 2006, the latest year for which Aboriginal employment incomeidata
available, Aboriginal Canadians had much lower incomes thaf\boriginal
Canadians.

Aboriginal peoplewith a high school diploma or higher had significantly better
labour market outcomes, both in absolute terms and relative tAlmanginal
Canadias than those who did not.

In 2026, using the medium growth projection for Aboriginal and the General
population, the Aboriginal population is projectedrtake up 4.6 per cent of
the Canadian population.

Assuming no improvements in labour mar&atcomes, the Aboriginal
populationis expected to account for 7.4 per cent of working age population
growth, 12.7 per cent of labour force growtnd 11.3 per cent of employment
growthbetweer2006and2026in CanadaThis high contribution is

attributalbe to high population growth relative to the r&horiginal

population- especially in younger age groups which tend to have high
participation and employment rates.

I f the Aboriginal popul ationds empl oymer
nortAborigind levels by 2026, it is projected that the Aboriginal population

will account for 19.9 per cent of labour force growth and 22.1 per cent of

employment growth between 2006 and 2026.

If Aboriginal Canadians were, by 2026, able to increase their level of
edua@tional attainment to the level of nédoriginal Canadians in 2001, the
average annual GDP growth rate in Canada would be up to 0.030 percentage
points higher, or an additional cumulative $179 billion (2006 dollars) over the
2001-2026 period.

If, in addiion, the Aboriginal/norAboriginal employment rate gape
employment income gap at edefrel of educational attainment were
eliminated, the potential contribution of Aboriginal Canadians to Canadian
GDP over the 2062026periodwould increase to $4011kon, or up to a

0.068 percentage points increase in annual average output growth rate. This
potential, however, is unlikely to be fully realized in such a short period of
time since older Aboriginal Canadians are not likely to go back to school and
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reachthe 2001 level of noboriginal Canadians by 2026. Still, these
estimates show the potential gain that could be realized.

e The potential contribution of Aboriginal Canadians to labour productivity
growth in Canada is up to 0.027 percentage pmentyeaif all the education,

employment and earnings gaps with #dvoriginal Canadians are eliminated
by 2026. The potential contribution attributable only to the elimination of the

educational attainment gap is up to 0.011 percentage point per year.

e Thefiscalcost of the Aboriginal popul ationods

government services related to subpar levels of socialbgeily was an

estimatedb6.2 billion in fiscal year 200@ssuming the fiscal cost grows at the
same rate as the Aboriginal populationsiekpected to increase to $8.4 billion

(2006 dollars) in 2026

¢ Should the Aboriginal popul ationods

market outcomes reach naéoriginal 2006 levelsiederal and provincial
governmerg would benefit from an a total of3#6 billion (2006 dollars) in

additional tax revenue in the year 2026.

e Considering botliiscal savingsandincreased tax revensiethe government
balance would improved 11.9 billion (2006 dollarsjn Canadan 2026.1t
is edimated that the cumulative benefit for the consolidated Canadian
government ofncreased Aboriginal educati@mdsocial weltbeing is up to

$115 billion overthe 20062026 period.

A Portrait of the Aboriginal Population

In 2006,the Aboriginal populaibn of Canadaeached 1.3 million peopl&lorth-
American I ndianbds represent the | argest

cent) and the Il nuit population (4

per

important characteristicslegive to the norAboriginal populationparticularlylow levels

of educationa much younger demographic structure, poor labour outcomes.

Compared to nowboriginal CanadiansAboriginal Canadiasare significantly
less likely to hold a jobn 2005, the Aboriginal employment rate was 53.7 per ,a@ne
percentage points lower than the simoriginal populationThe onreserve Aboriginal
population fared particularly poorly with an employment rate of 39.3 per loeother

words, less thatwo infive of theAboriginal Canadianw/ho lived on reserve and

were

older than fourteen had a job. Nonetheless, sagr@ss has been maoeerthe past
ten yearsSince 1996, the Aboriginal employment rate has gréys percentage points
compared to noboriginal employment rate growth of only 6 percentage points.

An important portion of the employment rate gam be attributed tower

educational attainment among the Aboriginal population than among th&hooiginal
population. Aboriginal Canadiansire less mucless likely than no\boriginal peopleo
either earn a high school diploma or a post secondary certificé2806, 23 per cent of
non-Aboriginal Canadian®ver the age of 14 had not yet completaghlschool Among

c

|l evel
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Aboriginal peoplethehigh schoohon-completion rate was 44 per ceAimong North
American Indiansit stoodat 48 per centorover twice the nomboriginal level.
University completion rates are similarly ble&k.2006, 8.6 per ceraf Aboriginal
peopleand 8.0 per cent of North American Indian over the age of 14 held a university
degreeThe nonAboriginal rate wasiearly three times higher at 24 per céiite the
employment rate, however, progress has been nra@601, thehigh shoolnon
completion rate was 48er cent for AboriginaCanadiangfour percentage pointsgher
thanin 2006)and the nofrcompletion ratdor North American Indiang/as 51per cent
(three percentage poirttggherthanin 2006)

Finally, on averagé\boriginal peoplesan much less than nefboriginal
people In 2005Aboriginal Canadians who worked full time, fyléar earned on average
$37,416 per yeaBy comparison, nowboriginal Canadianevho workedfull-time, full-
year in 2005 earned $51,508on-Aboriginal workers who were employggharttime or
partyear earned oaverage $20,978, compared to an average of®iy438for their
Aboriginal counterpartsMuch of thisearningsggapi roughly thirty per cent according to
this reporfs econometric dmmpositiori can besolelyattributed to differences in the
level of educational attainmer@ther factors include region of work, marital status and
an unexplained factor whidias sometime biaterpreted apotentialdiscriminationin
the literature buis more aptly defined as the portion of the gagi explained by the
variables included in the analysihis unexplained variance could be the result of factors
not capture in the analysis (e.g. differences in the quality of education, emphasisgn livin
off the land beyond the region of work variable included, etc.)

Whil e the Aboriginal popul ationds bel ow a
outcomedead to lowelCanadian output and productivityday, they also highlight the
fact that the Aborigingbopulation of Canada possesses substantial untapped potential
Indeed, lecause the Aboriginal population lags so far behind theAtamiginal
population interms ofeconomicand socialndicators the marginal returon an
investment in Aboriginal educiain is potentiallyhigher than the marginal return
associated with investment in more privileged gsoup

Potential Contribution of the Aboriginal population

Between2006and2026, the Aboriginal population is expected to grow more than
twice as fast theaonAboriginal populatiorafter accounting for compounding (1.43 per
cent per year compared to 0.73 per cent per y€hae) NorthRAmerican Indian population
is expected to growvenfaster at 1.55 per cent per yelaapid Aboriginal population
growth undescores the need to target Aboriginal educat@early,with the Aboriginal
populationsharegrowing rapidly, thempactof this populatioron the Canadian economy
will grow accordingly Policy makers will have keyrole in determining whether
Aborigind labour market and educational outcomes will staghagsulting in an
increasingdrag on Canadian output, pradiwity and labour force growth or whether
Canada can capitalize on t hgesd#tibgirgregtern a l popu
output,greater productivitygnd, as a result, improved weking for all Canadians.



Contribution to labour force growth

To estimate the potential contributiohthe Aboriginal populatioto labour force
and employment growtlagespecific employment and participation raile2006are
applied to the projectedorking-age population 2026.At the national levelthe
projection is divided into eight age groups:11% 2024, 2534, 3544, 4554, 5564 and
65 and overlt is further subdivided usingour Aboriginal identitycategories: North
American Indians living on reserves, North American Indians living off reserves, the
Métis population and the Inuit populatidProjections are made assuming Aboriginal
agespecific employmeet and participation rates remain constant (Scenario A), reach the
midpoint between 2006 Aboriginal and 2006 #&lmoriginal participation and
employment rates (Scenario B) or reach 2006 Abariginal levels (Scenario CThe
provincial projections are lsgletailed as they do not account for projected changes in
Aboriginal age structure and projected changdkemelative weights of the various
Aboriginal subgroups.

Even i theagespecific employment and participation ratéshe Aboriginal
populatian do not changbetweer2006and2026, the Aboriginal populatiostill
accounts foa disproportionally largehare oemployment and labour force growth.
Indeed, asuming agepecificAboriginal participation and employment ratesnain
unchangedqScenam A), the Aborighal population labour force is projectedgimw by
187,196 persons (12.96 per cent of total labour force growthlbodginal employment
would growby 155,857 (11.29 per cent of total employment growthjs large
contribution is explmed by two key factors. Firdsthe Aboriginal workingage
population is growing fasteéhan the normAboriginal workingage population (1.81 per
cent per year from 2006 to 2026 compared to 0.90 per cent perSeeohd, relative to
the nonAboriginal polation,growth in the Aboriginal workingage population is
concentrated in younger age groups which tend to have higher particigadion
employmentates.

If the 2006 agespecific employment and participation rate gagyeclosed by
2026(Scenario C)the Aboriginal contribution to emplayent and labour force growth
would be considerabliyigher Should this scenarimaterializethe contributiorof the
Aboriginal populatiorto labour force and employment growtlowd be roughly 320,000
and 347,000 respteely, accounting fo20.0 percent of labour force growth and 22.1
per cent of employment growth.

North American Indians in general and North American Indians living on reserves
in particular are the largest potential contributors to labour force aptbgment growth
in both absolute and relative terri$ie onreserve Aboriginal population is expected to
contribute up to 156,008ersongo labour force growth and 170,0p@rsons to
employment growthor nearlyhalf of the total Aboriginal contributiordigh onreserve
North American labour force and employment growth is driven by rapid population
growth anda high potentialfor catchup.



This report also found that Aboriginal labour force and employment growth is
most important for Western Canaidespeially for Manitoba and Saskatchewam all
three scenarios, over seventy per cent of both Aboriginal employment and labour force
growth is concentrated in the four Western provintredlanitoba, the Aboriginal
population is expected to contribute roughétweerforty and sixtyper cent of both
labour force and employment growth.Saskatchewan, because sfsimoriginal labour
force and employment growthsojected to be negativgrowthcan be entirely
attributed to theé\boriginal population Given theimportance of Aboriginal Canadiats
labour force and employment growth in these two provinces, it is imperative that their
level of education increase elseManitoba and Saskatchewan could be left \aitarge
wave of new entrants to the labour martkett do not possess the necessary skills or
education to thrive in the new economy.

Contribution to output and productivity growth

To estimate the Aboriginal popul ati onds
productivity growth, this report draws omeethodology used in a previous CSLS report.
The methodlogy used to estimatel#original GDP and productivity te026is
summarized in Bx 1.

Box 1: Summary of the Methodology

In order to make projections of Aboriginal income and productivity to 282@neral methodology was
developed and is outlined below.

¢ The Aboriginal and neAboriginal populations in 200dre divided into educational attainment
categories based on the highest level of schooling they achieved, and shares of the population f
these two populations in each educational categosrevcalculated

e The shares of the Aboriginal population in each edional categorychosen according to the
scenariojyarethen applied to the total working ag&boriginalpopulation in 2001 and ZBto find the
absolute number oAboriginalpersons of working age in each educational categoi300L and 2@6.

¢ The working agéboriginalpopulation in each educational category is then multiplied by the
OFGS3a2NREQa O2NNBalLRyRAYy3a SYLX 28YSyid NFXrasS 6(
Aboriginal employed in each category.

e The number of Aboriginalneployed is then multiplied by the average employment income in each
educational category (once again, chosen according to the scenario) to obtain the aggregate ing
for that category.

e Total income of the Aboriginal populatiaém 2026is calculated by suming up the incomes of each
educational categorylotal Canadian GDP is calculated from this information.

Ten scenarios were consideré&tie first (Scenario 1) is a base scenario which
assunesno improvement in Aboriginal educational attainmert improvement in
educatiorspecificAboriginal employment ratesandonly average increases in
employment incoméor Aboriginal Canadiand he results from other scenarios are
compared to the baseenario to determine the increase in GDP and productivity
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attributable solely to assumed increases in education and edusaicific labour
market outcomesScenario 10 the best case scenariassumes the level of educational
attainment and employmeaot the Aboriginal populatiorwill reach 2001 nomboriginal
levels by 2026andassumes thakboriginal average earningd each educational level
will reachparity withthat ofnon-Aboriginal Canadiand®y 2026.

Chartl: TheCumulative Effect orOutput of IncreasedAboriginalEducational
Attainment and EducatiorSpecific aRbour MarketOutcomes Millions of 2006 dollars,
2001-2026

40

25 $179.3 billion. It is represented

35 /

Thetotal cumulative effect is $400.5
30 billion (2006 dollars). It is represented

graphically as the area under the
curvemost curve. The total cumulative
effect attributable only to education is

graphically as the area under the lower /

curve. / Cumulative effect of
20 improved education
specific labour market
outcomes- $221.2 billion
) / /
10
5 / / Cumulative effecbf —

improved education

$179.3 billion
0 i T T T T T T T T T T T T T T T T T T T T T T T T 1
2001 2006 2011 2016 2021 2026
The resultareunambiguousl f t he Abori ginal popul ati ong

and educatiorspecific labour market outcomes increase, both Canadian output and

productivity will increase substantially.f al | of scenari o 1060s

Canadian annual productivity growth would irese by 0.033 percentage points dber
2001-2026 periodThis would translate intan increase in productivity of $922 ($2006)
in 2026 Output growth would increase by 0.068 percentage ppertgear, equivant to
an absolute increase in GDP in 2026 of $36.5 bil{2006) Over the entire 2001 to
2026 period, the cumulative effemt GDPof increasd Aboriginal education antabour
market outcomes @nestimated $401 billion.

While reaching the most optistic projection may be difficult, it should niog
seen as an unreachable targett, this methodology does not account for increased
educational attainment among ti@n-aboriginalCanadian populationt the level of

assu
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educational attainmeiwof the Aboriginal populatiorreaclesparity with nonrAboriginal
peopleby 2026(instead of merely reaching the 2001 level as was assumed in the most
optimistic scenarig)the economic impactould be even greater thastimated in this
report sincenon-Aboriginal educational attainment wilindoubtedlyincrease over the
next twenty yearsSecond, this methodology ignortee dynamic effect increased
educational attainment will have on Aboriginal leadersAiptronger Aboriginal
leadership will be better equippedpmvide both social and economic guidance to the
Aboriginal communityFinally, while job opportunities amurrentlyscace on

Aboriginal reserves, increased educational attainment will provide thesenve
Aboriginal population with skills needed tgmoit the many economic opganities
available on reserveBlany First Nations reserves, for example, are located in or near
major urban centres and many others are rich in natural resources.

Potential Effect of Increased Aboriginal Economic and SocidlVell-Being on Public
Sector Balance Sheets

In its 2007 report, the CSLS reviewed the strong relationship between education
and indicators of social welleing. It found that educational attainment wasonly a
key driver of the labour market participat rate, the employment rate and incoing,
wasalso a key dterminanbf social weltbeing. Therefore, an increase in the educational
attainment of Canadab6s Aboriginal people wil
and productivity, bushould #&o increasegovernment tax revensandreduce
government expendituséor programsaimed at improvingtandads of living, providing
adequate health care and preventing crime

This reportapplies a thorough methodolotyyestimate thempact of increaed
Aboriginal economic and social welleingopnc ons ol i dat ed governmentos
in CanadaBoth government expenditusdargeted at the general population and
expenditures specifically targeted towards Aboriginal peaglie examinedlhe
Aboriginal share ofieneral gvernment expendituragas calculatedsing three
variables: total expenditur@s program areaghe Aboriginal population share (ARS)
andthe Aboriginal level of use (LOUYhe APS measures the sharelaf Aboriginal
populationamong the leent populationof a particular program (e.g. the share of
Aboriginal in the population aged 18 and over for expenditures on adult prisbes)

LOU measures the ratéwahich the Aboriginal client population uses a service relative to
the nonAboriginal client population (e.dhe LOU would be two if Aboriginal people are
twice as likely to be incarcerate@®xpendituresor programspecifically targeting
Aboriginal groupsweresimply added to the totdllost of these programs are federal
programs for First Nation reserve@ur final estimates ofxeess expenditureeve
adjusedfor differences in age structure between the Aboriginal andAfmmiginal
populationsusinga methodology developed by Bert Waslander

Five program areas were conseld and eachnderlinedthe dismal conditions
facingmany Aboiginal communitiesHigh expenditureon family and child services
indicatal a high level ofdmily breakdown among the Aboriginal populatiés.a result
a disproportionate number of Aboriglrahildren are taken from their families and put in
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state careHigh expenditureon healthcare resultere the result dfigh rates of injury
and illness among Aborigin@lanadiansHigh expenditurson crime prevention and
rehabilitationfollowed from high crime and incarceration rates among Aborigoealple
Finally, igh expenditureon both transfer payments and social housiagthe direct
result of ekvated poverty among Aboriginal people

In 2006,excess expendituley all levels ofthe Canadian government on the five
program aremunder analysigvas $6.2 billionOf this sum, $1 billiorwas attributable to
transfer payments, $2 billidio persons and property, $1.2 billion to child and family
services and $300 million to social housitighese expenditure growat the same rate
as the Aboriginal population, excess expenditure on Abori@aakdiansvill be $8.4
billion in 2026.Furthermore, if the Aboriginal/neAboriginal program expenditure gap
is closed at a constant rate, the clative savings to all levels of Canadian government
will be $77 billion from 2006 to 2026.

In addition to a decrease in program expenditure, Canadian goveswilealtso
benefit from an increase in tax revenue should the economic and social corafitions
Aboriginal populatiorimprove.Building onour estimate of potenti®DP increaseit is
possible teestimate the potential increase in government tax revenue attributable to
improved Aboriginal educational attainment and educatfmecific labour rarket
outcomesin a nutshell, e overall tax rate is applied to potential increases in Aboriginal
earnings, andan adjustmenis made for the tax status of Registered Indians living on
reserves.

It is estimated that if Aboriginal education and educasipecific labour market
outcomes reach 2001 n@boriginal levels by 2026, all levels tie Canadian
government will incur aincrease itotal tax revenue of35 billion in 2026($2006) If
this figure grows aa constant ratbetween 2001 and 202#he cumulative increase in tax
revenueover the periods an estimated3p billion ($2006)

Adding the effect of decreased program expenditure and increased tax revenue
generates the total pact on public sector balance shebt2026, the effect of improved
Aboriginal social and economwell-beingon government balance sheets is estimated
$11.9 billion ($2006) The cumulative effecton government balance shemtestimated
at roughly 315 billion for the 20062026 periodlt should be emphasized, however, that
these fiscal savings cannot be realized omgubghmore andetter education. In
particular, if expenditures on health services, family and child services, housing, crime
and tansfers to persons are to be reduced, significant investment in these areas may be
needed in the transition period.

Conclusions and Avenues of Future Research

I n addition to updating the potential con
population to outpand productivity, this report includeslataileddecomposition of the
potential Aboriginal contribution to labour force growthalso confirms the particular
role of education in improving Aboriginal incomes through an econometric analysis.
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Moreover it significantly strengthens the case for additional investment in Aboriginal
education byestimaing the effect of substandard Aboriginal social and economic well
being on public sector balance sheets.

The key message, however, remains the seme tle earlier CSLS study:
investing in Aboriginal education will not only benefit the Aboriginal population itself,
but will also benefit Canadian governmgrand, by extension, the entire Canadian
population.Increased output will drive up productivity whichthe key driver of our
standard of livingFurthermore, decreased government cost and increased government
revenue will provide Canadian governmaiith thefiscal flexibility neededo cut taxes,
increase services or redutebt

It should be notethat the laclof a more frequent survey tracking education
trendsof the Aboriginal population at a detailed level make it difficult to conduct timely
analysis of the situation. The development of specific survey or ofsavepling
Aboriginal people in eisting survey could help enhance the quality and timeliness of
Aboriginal education analysis and provide véligainput to the policy development
process.

This report opens a number of apfunities for future research.

e Most obvious is the continuous mitoring and updating of the potential
contribution of Aboriginal Canadians to the national economy. The new
2006 census micro data files should be availablate?009 and will
provide an opportunity to assess the progress of Aboriginal Canadians
since2001 at a more detailed level and adjust projections of their future
potential contribution.

e Another possible research direction is the development of forecasts for
nontAboriginal educational attainment so that the potential contribution of
Aboriginal Canadians in the case where they actually bridge the gap and
reach educational parity with négboriginal Canadians can be assessed.
This analysis has the potential to significantly increase the projected
contribution of Aboriginal Canadians to Canadian @coit growth.

e Provincial labour market projections adjusting for age and Aboriginal
identity could be developed to shed light on the importance of relative
importance of Aboriginal to different parts of the country.

e Genderbased labour market and outpubjections could be developed,
including an econometric analysppviding new insighten the gender
gaps existing among the Aboriginal population.

e Anotheravenue would be to adjustitputprojections to account for
differences in current and futuagie structures between Aboriginal and
non-Aboriginal populationas was done for labour market projections
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Exploring the potential interaction between education and fertiityd
provide interesting insights into the very letegm effects of education

An in-depth analysis of the implications of our findings in terms of the
flow of new Aboriginal graduates needed by age group would help bring
this analysis one steposer to policy development.

Another interesting opportunity lies in the new LabbBarce Survey

which now includes a question about Aboriginal identity. LFS estimates
could be uses to update and monitor the progress of Aboriginal Canadians
in-between censuseBhe relatively small sample size, however, may

make it inadequate foridepth analysis.
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The Effect of Increasing Aboriginal
Educational Attainment on the Labour Force,
Output and the Fiscal Balance 1

l. Introduction

A. Motivation

Canada faces twmajor longtermeconomic challenges: reviving our lackluster
rate of labour productivity growth and dealing with slower labour force growth arising
from the retirement of the baby boom generatMareover,Canada hakistaically
struggled to maintain a balanced buddéte closing of the education gap between
Aboriginal peoples and the overall Canadian population can contribute significantly to
meeting theseconomic and fiscalhallenges.

Productivity growth is importaras it is the most important driver of increases in
our standard of livingSharpe, 2008). The higher the productivity growth, the greater
are the potential for real income gains.
pace with that of otherountries will see a relative decline in our standard of living.

Two stylized facts stand out from labour productivity development in the
Canadian and US business sectors up t8.28i@st, output per hour growth in Canada, at
less than 1.@er cent sine 2000 has beesignificantly lower tharthe pace experienced
in the second half of the 1990&rsenault and Sharpe, 2008econd, since the year
2000, productivity growth in Canada has beaer quartethe rate experienced in the
United State¢Chart 1 Panel A) Post2000 trends have thus lead to a large increase in
the CanaddJS labour productivity gap, and have contributed to a significant loss of
competitiveness for Canadian industykey driver of productivity growth is human
capital. Increasinthe average educational attainment of Aboriginal peoples, especially
youth, would therefore boost aggregate productivity growth in this country.

Economic growth, or real output growth, is determined by productivity growth
and labour force growth. Slowkabour force growth therefore reduces potential output
growth, with important implications for society. Indeed, as David Dodge (2007),
Governor of the Bank of Canada, recently noted in a speech:

AThe projected decline in the growth of trend labour input has real
consequences for the conduct of monetary policy. Declining growth in
trend labour input implies lower growth of potential output. And if the

! The authors would like to thank Kathleen Keenan, Director General of the Education Branch at Indian and Northern
Affairs Canada, for the support of this project. We would also like to thank Lars Osberg and Neil Yates for useful
comments and suggestion$ig paper is based on a earlier version presented at the 2008 Annual CEA Meeting in
Vancouver



trend rate of productivity growth remains uncbed, this means that
inflationary pressures can begin to build at a lower rate of economic
growtho

In addition to the inflationary implications, falling labour force growth will mean
that a smaller share of the population will be employed and henceahipport the
nonemployed through taxes. The rising dependency ratio, particularly in relation to
health spending, has important implications for the fiscal position of governments.

Chart2: Productivity and Labour Force Growth in Canada

Panel A: Business Sector Output per Hour Growth in Canadi
per cer and the United States (average annual rates)
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In the short to medium term, labour force growth varies with the business cycle,
falling in recession and rising in expansions. From a longer term perspective, labour force
growth is determined by the demographic dtites of the population and net international
migration. The imminent retirement of the baby boom calwilt see labour force
growth fall from its current level of around 200,000 per year to zero over the next 15
years(Chart 2: Panel B)

The labourforce participation rate is directly rédal to the level of educational
attainment of the population. The more education one has the more one patrticipates in the
labour market as one has more employment opportunities and greater earnings potential.
Increasing the education attainment of the Aboriginal populadib@anada will therefore
increase the participation rate of Aboriginal peoples and offset some, but certainly not all,
of the projected decline in labour force growth. This is particularly triiéestern
Canada, especially Saskatchewan and Manitoba, where the share of Aboriginal peoples in
the population is well above the national average.

Raising the educational attainment of Aboriginal people in Canada is not a novel
policy objective. In fact,tihas already been the center of much discussion, debate and
research. Yet, the fundamental problem remains and the topic continues to raise serious
guestions. In the008Speech From the Throne, the Government of Canada confirmed
that Aboriginal educatiowas still the key to improving the economic condition of
Aboriginal Canadians:

AOur mining and resource sectors present extraordinary opportunities
across Canada, and our Government will help move forward by providing
a single window for major projecpprovals. With these increased
opportunities for employment, our Government will continue to foster
partnerships that help Aboriginal people get the skills and training to take
advantage of these job prospects in the North and across Ganada.

Inthespirt of the governmentds emphasis on skil/
significant potential benefits for Canada of improving the overall level of education of its
Aboriginal peoplelt builds on a previous report from the CSLS (Sharpe, Arsenault and

Lapointe, 2007). It is also similar in nature to a report by Clatworthy (2009) which

focused primarily on the Registered Indian population.

B. Structure of the Report

This report assess the potential of the Aboriginal populatiormeeting the two
major challenges facing the Canadian econontyined aboveThe report focuses on the
potential impact on income and productivelyd the fiscal balanaggvenincreased
educational attainnme and increased levels of sociaell beingamong the Aoriginal
population.

The current section established the motivation for this repbetnextsection
draws a portrait of the Aboriginal population2006 with particular emphasis on recent



devebpments and the issues of data comparabhilitly earlier censuseBhethird section

discusses the population projection scenarios fa62toth for the Aboriginal and

overall populatonsThe f ourth section examines the Abor
contribution to the Canadian labour for@e fifth sectiorprovides projections of

income for AboriginalCanadiansn 2026 and its implications for Canadian output and

productivity given different levels of increase in Aboriginal educational attainmbat.

sixth section borrows from methodology developed for the Royal Commission on

Aboriginal People to estimate thatal fiscal impact of increased Aborigiredcial and

economic welbeing The seventrsectionoffers directions for future research and

concludes.



I1. A Portrait of Aboriginal Canadians in 2006

In this section, the report uses data from the 2006 Census of Canada to draw a
recentportrait of the major characteristics of Aboriginal Canadi#tredso tracks the
progress mae by Aboriginal on some key metrics by comparing recent data to that of
previous censuses. Despite some progAdssriginal Canadians arill much less
educated than the Canadian averégeyare lessnuchlikely to find employment, and
theyare muckmore concentrated in rural ardascluding orreserves). This section first
examines Aboriginal population growth and area of residence. It then turns to trends in
educational attainment and labour market outcomes for Aboriginal Canadians relative to
Non-Aboriginal Canadians.

A.Aboriginal Population in Canada

The Census is the most important sourcedatéiledinformationon Aboriginal
Canadias Labour market data and unadjusted population counts for the reference week
of 2006 have already beesleased. Complete employment income data for 2005 and
adjusted population counts, which are of particular importance for aboriginal populations
for which incomplete enumeration is a sizeable problem, are yet to be published. The data
used in this sectioare largely drawn from the 2006 Census tabulations available as of
December 2008. The release of employment income data and ofdateréiles
expected in late 2009 will allow for a more detailed portrait of Aboriginal Canadians.

As noted above, one issuelated to Census dasgpopulation underestimation
particular toAboriginal populationsin addition togeneral undercountirigsues’,
Statistics Canadafficials often run into additional problems when tryingettumerate
reserveskFor example, in 208 they were unable to completely enumerate 22 reserves.
This was down from 30 reserves in 2001 and 77 reserves in T8 @fficial Census
data are not adsted for this collection issubdonetheless,djusted estimateshich take
into account norenumeated reserve®r the 1996 and 2001 censuses wavided in
St ati st i rgectiOres ofdhd Aborginal Populations

The difference between adjusted and unadjusted counts is much large for North
American Indians, with an estimated undercountb per cent in 1996 compared to
only 3.8 per cent for the total populatiddufnmary Tabld). In the same year, the
difference between adjusted and unadjusted cavesmuch smaller for Métis (4.9 per
cent) and the Inuit population (4.7 per ceft)e same pattern emerged in 2001, with
undercounting primarily affecting the North American Indian population.

In this section, we first provide a picture of the aboagpopulation in relation
with the overall population in Canada using adjusted estimates as a basis for our

21n 1996, the Census estimate of total population was about 3 per cent lower than the adjusted population estimate that
takes account of undercounting. The unatid 20 per cent sample used to derive detailed-decmgraphic data

provided a total population estimate about 4 per cent lower than adjusted counts as it also excludes individuals in
institutions.



analysis® We then follow up with a detailed breakdown of the Aboriginal population in
Canada using unadjusted census counts.

Summary Tabld.: Unadjusted and Adjusted Population Counts in Canada, 1996, 2001
and 2006

1996 2001 2006
Unadjusted 28,528.1 29,639.0 31,241.0
Total Population Adjusted 29,610.8 31,021.3 32,447.5
Difference (per cent) 3.8 4.7 3.9
Unadjusted 799.0 976.3 1,172.8
Aboriginal Adjusted 904.3 1,066.5 1,311.2
Difference (per cent) 13.2 9.2 11.8
Unadjusted 529.0 608.9 698.0
North American Indian Adjusted 648.0 713.1 835.9
Difference (per cent) 225 171 19.8
Unadjusted 204.1 292.3 389.8
Métis Adjusted 214.2 305.8 409.1
Difference (per cent) 4.9 4.6 5.0
Unadjusted 40.2 451 50.5
Inuit Adjusted 42.1 47.6 53.0
Difference (per cent) 4.7 5.6 5.0

Source:Unadjusted counts for 1996 Product No. 93F0025XDB96002Unadjusted counts fo2001 and 2006: Census
Aboriginal profile for CanadaAdjusted counts for 1996 and 2001: Statistics Canada (2005a). Adjusted counts for 2006 wert
obtained by multiplying the adjusted counts in 1996 bygrowth rates which appeared in he Daily of January 15 200&nd
which reflect adjustments made for incomplete enumeration. The 2006 estimate for total population rely on official 2006
census growth rates published in Martel and Malenfant (2008).

Notes: Data for all three censuses are bad on a 20 per cent sample as to obtain Aboriginal identity data. This sample
excludes institutional residents, which explains about a quarter of the undercount at the national level. Unadjusted courds f

I AT OEGET Al #A1T AAEAT O EHOAMOBPOAROAG- GNTGE B! AT AOXEICEE GET DAODPT T ¢
includes individuals who identified themselves as Registered Indians and/or Band members without Aboriginal identity
response (the number of individuals in these two categories was about Z8)0 in 1996, 30,000 in 2001 and 34,000 in 2006).
In the adjusted counts, these individuals are allocated to one of the three Aboriginal groups.

I. The Aboriginal population in Canada

In 2006, the Census indicatedat 1,172,79ndividuals identifiedhemselvess
Aboriginal Canadians, up from 976,305 in 2001 and 799,010 in 1996 (Statistics Canada,
2008) The adjusted counts, however, suggest that in 1996 more than 185&0final
Canadiansvere not includedue togeneralundercount and incongtdy enumerated
reserves. For 2006, using the growth rates of Aboriginal populations in reserves that were
enumerated in both 1996 and 2006, the CSLS estimates that more than 138,000
Aboriginal Canadians were not included in the 2006 Census count. Thizsaes@s
primarily due to an increase in the Aboriginal population, rather than to narrower Census
coverage in 2006ntluding these individual# is estimated that,311,200Aboriginal
Canadians lived in Canada in 20@(mmary Table).

3 We estimate 2006 adjusted counts by applying ti#6-PB06 population growth rates from the 2006 Census (which
exclude individuals on reserves that were not enumerated in either 1996 and 2006) to 1996 adjusted counts.



The Aboriginal population is classified into three groups: North American
Indians,Métis and Inuits In the Census, these are referred to as Aboriginal Identity
grows. Individuals are asked to salentify when completing the questionnaire. Two
problems arise: some choose to identify as belonging to thaneone group, and some
individuals stating that they have registehadian status do not identigny groupThe
adjusted counts deal with these issues. Using the 1996 adjusted estimates as a basis, it is
estimated thahi 200 there were335,900 North American Indians (8%er cent of total
Aboriginal populatioi, 409,100 Métis (31.per cent)and 53000 Inuits (40 per cent).

Summary Table: Population Growth by Identity Group, per cent unless otherwise
noted, 19962006

Total Non- - Nor.th - .
Population | Aboriginal Aboriginal Amerlcan Métis Inuit
Indian
Population (in thousands)

1996 29,610.8 28,706.7 904.3 648.0 214.2 42.1

2001 31,021.3 29,954.5 1,066.5 713.1 305.8 47.6

2006 32,447.5 31,136.3 1,311.2 835.9 409.1 53.0

Population Growth (per cent)

1996-2001 4.8 4.3 17.9 10.0 42.8 13.1

2001-2006 4.6 3.9 22.9 17.2 33.8 11.3

1996-2006 9.6 8.5 45.0 29.0 91.0 26.0

Share of Total Population (points)

1996 100.0 96.9 3.1 2.2 0.7 0.1

2001 100.0 96.6 3.4 2.3 1.0 0.2

2006 100.0 96.0 4.0 2.6 1.3 0.2

Share of Aboriginal Population (points)

1996 = - 100.0 1.7 23.7 4.7

2001 - - 100.0 66.9 28.7 45

2006 - - 100.0 63.8 31.2 4.0

Contribution to Total Pop . Growth (points)

1996-2001 100 88.5 11.5 4.6 6.5 0.4

2001-2006 100 82.9 17.2 8.6 7.2 0.4

1996-2006 100.0 85.6 14.3 6.6 6.9 0.4

Contribution to Abor. Pop. Growth (points)

1996-2001 - - 100.0 40.1 56.5 34

2001-2006 - - 100.0 50.2 42.2 2.2

1996-2006 - - 100.0 46.2 47.9 2.7

Source: Statistics Canada (2005a), 1996 and 2001 Census of Population Adjusted Counts (July 1stedtionates of Aboriginal population in
2006, growth rates which appeared in The Daily of January 15 2008 were used as they reflect adjustments made for incompetameration.
The 2006 estimatefor total population rely on official 2006 censusgrowth rates published in Martel and Malenfant(2008). The nonAboriginal
population in 2006 is calculated as a residual, and its growth rate is consistent with that published in the Daily of Januaby2008.

In 1996, the total Aboriginal population stbat 904,300which represented 3.1
per cent of the total populatioBy 2006, it had grown 458er cent to reach,311.2




thousands personGonsidering that the total Canadian population grew 8ridyper cent
over the same period, Aboriginal Canadiaosoainted for 14.3 per cent of total Canadian
population growthan astonishing proportion given their low relative weight in the
overall populationConsequently, the share of the total population accounted by the
Aboriginal population increased from 3.&rcent in 1996 to 4.0 in 2006mmary
Table2).

The North American Indian population was 648,00Q0996andexperienced
29.0per cent growth over thE9962006periodto reach 835,900 in 200&6heMétis
community was estimated to have a population of 214,200 inri€8§ to 409,100 in
2006, 91.(per cent growth ovehe decadeThe Inuitpopulationgrewto 53,000 in 2006
from 42,100 in 1996, a total growth 26.0 per cenbver the 199€006 period.

At first glance, the 91 per cent growth in the Métis population between 1996 and
2006 may seem odd. Even though the Aboriginal population is in general younger and
more fertile than the neAboriginal population, tese facts alone cannot fully account
for the faster growth in the Métis population. Indeed, the growth in Métis population was
more than ten times that of néboriginal Canadians and three times that of the North
American Indian and Inuit populations. Timain driver of population growth among
Métis people appears to be the large increase mdsgifification(Sharpe, Arsenault and
Lapointe, 2007)Historic rights of Métis have been increasingly recognized, which has
contributed to this massive increasehe number of persons sédfentifying as Métis.
Even though such a development is encouraging in that it means that Métis people feel
increasingly secure and justified in identifying themselves as Métis, it does introduce
important distortions when eris trying to capture trends in the Aboriginal population
over time. This is not a significant problem for the North American Indian population.

ii. Urban and rural population

The geographic distributionf the Aboriginal populatiordoes not corresportd
the distribution of the general population, either on a rural/urban basis or on a provincial
basis. The Aboriginal populationiisuch more concerated in rural and remote
locations, in the Western provinces andhe Canadian nortln this section weise
unadjusted estimates from the 2006 Census to provide-tmdgte portrait of the
geographic distribution of Aboriginal Canadians.

Of the 1,172,790 enumerated Aboriginal Canadians in 20065@0i8/ed on
reservesor 26.3 per cent of the toté&dmmary Tabl&). The vast majorityf those
living on reserve, 97.5 per cent, were North American Indians (300,800 individoals)
other words, slightly less thanlh@3.1 per cent) the North American Indians population

“In fact, as recently as January 2009, a Métis man from Manitoba, Will Goodon, wgai bdtle which resulted in a
landmark ruling on Métis hunting rights. The ruling followed in the step of the Paulieg in which the Supreme

Court recognizethe right of Métis to hunt without a licenceder certain circumstanceEhe recent Manitobauling

has important implications going forward because it covers a large area of southwestern Manitoba that includes the
City of Winnipeg south to the U.S. border and west to the Saskatchewan border. Govenmalyegtentually need to
consult Métis peogl before development goes aheattaditional Métisarea if suchdevelopment has the potential to
interfere with their hunting rights.



lived on reserves in 2006, a proportion which should be viewed as abowed
estimate as the census particularly undercounteserve individuals.

Summary Table: Urban and Rural Population Distribution in Canada, 2006

On reserve
Rural (excluding reserves)
Total urban (excluding reserves)
Urban non-census metropolitan area
Urban census metropolitan area
Source: 2006 Census Tabulations

Total
Population
11
19.0
79.9
16.1
63.8

Non-

Aboriginal
population

0.1
18.9
81.0
15.9
65.1

Total

Aboriginal
Population

26.3
20.5
53.2
21.9
31.2

North
American
Indian

43.1

12.2
44.7
17.7
27.0

An urban area has a minimum population concentration of 1,000 persorad a population density of at least @0
persons per square kilometre All territory outside urban areas is classified as rural.

A census metropolitan area (CMA) is a large urban area and has a population of at least 100,000.

Urban noncensusmetropolitan areas are smaller urban areas with a population of less than 100,000.
Rural areas include remote and wilderness areas and agricultural lands, as well as small towns, villages and othe
populated places with a population of less than 1,000.

There is no breakdown of the Aboriginal population between rural and urban
reserves, and it is thus fairly hard to estimate the proportion of Aboriginal Canadians
living in rural areas accurately. Urban reserves, some of which are long standing and
other rewly created,do exist and some of them are doing very well economically. Yet, it

is also known that a large proportion of reserves are located in remote and/or rural areas.

Because reserves are not classified into either rural or urban areas, itts d@rpare

the distribution of the Aboriginal and n@xboriginal population in these terms.
Nonetheless, keeping in mind that a large portion of reserves are in rural areas, it clearly
transpires that the Aboriginal population is not as urbanized as th&bariginal

population.

|l ndeed, t he

proport.i

on

of

Aboriginal

Metropolitan Area (CMA) in 2006 was 31.2 per cent, less than half the proportion for
other Canadians. The proportion was even lower for the North Amdridaan

population, of which only 27.0 per cent lived in a CMA. Somewhat paradoxically, the
proportion of Aboriginal Canadians living in rural areas (excluding reserves), was
sensibly the same for both the nrahoriginal population (18.5 per cent) and the
Aboriginal population (20.5 per cent), and was even slightly lower for the North
American Indian population (12.2 per cent). As noted above, however, if rural reserves
were included in the proportion of Aboriginal Canadians living in rural areas, the

proportion would be much larger.

5 Examples of longestablished urban reserves inclighnawakenear Montreal and Musqueam in Vancouver.
Examples of newly established urban reserves indiliaikeg Lake Cree First Nation urbaaserven Saskatoon and
the Opawakoscikan Reserite Prince Albert. Se®Vestern Economic Diversification Cana@®05) for nore

information on urban reserves.

Cana
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iii. Population by province and territory

The provincial distribution of the Aboriginal population also differs significantly
from that of the overall population in 200But of thel,172,790Aboriginal people
enumerated i2006 about60 per cent live in the four Western province€lfart3 and
Summary Tabld). These four provinces accounted for only 30.1 per cent of the total
population. In other words, the relative weight of Western Canada in term of the
Aboriginal population is double that of the overall population.

Chart3: Provincial and Territorial Distribution of the Aboriginal Population in Canada,
in Percentage of Total Aboriginal Population, 2006
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Source: 2006 Census Tabulations, Unadjusted Counts

A total of 45 per cenbf the Aboriginal population in 2006 residiedone ofthe
three territoles, compared to only 0.3 per cent of the total popula@my 92 per cent
of the Aboriginal populatiotived in Quebec and 2Dper cent in Ontario, a much lower
proportion than could be expecteden the large proportion of the Canadian population
in these provinces (23.8 and 38.5 per cent respectively).

In term of individual provinces and territories, Aborigi@Enadiansveremost highly
concentrated in Nunavuwvhere they represented 8p€r cent of the populatian 2006 (
Chart4). The Aboriginal share wd.3 per cent in the Northwest Territories &2l 1

per cent in Yukon. The two provinces thatlllae greagst concentration of Aboriginal
peoplewereManitoba and Saskatchewan, each with arolnpet cent of their

population. Alberth s popul ati on was composed of
and British Columbia.8 per cent. Atlantic provinces 48.0 per cent otheir population

as Aboriginal Canadianwith Newfoundland and Labrador at 4.7 per cent, Nova Scotia

5.

8

pe
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at 2.7 per cent, New Brunswick at 2.5 per cent and Prince Edward Island at 1.3 per cent.
Ontario and Quebestood at 2.@nd 15 per cent, respectively.

Summary Tablé: Geographic Distribution of Aboriginal Population in Canada, 2006

Proportion of the  Proportion of the Share ofthe Aboriginal
Canadian Aboriginal Populationin Total
Population Population Population
Canada 100.0 100.0 3.8
Atlantic Canada 7.2 5.7 3.0
Quebec 23.8 9.2 15
Ontario 38.5 20.7 2.0
Western Canada 30.1 59.8 7.5
Manitoba 3.6 15.0 15,3
Saskatchewan 3.1 12.1 14.9
Alberta 10.4 16.1 5.8
British Columbia 13.0 16.7 4.8
Territories 0.3 4.5 52.8
Yukon Territory 0.1 0.6 25.1
Northwest Territories 0.1 1.8 50.3
Nunavut 0.1 2.1 85.0

Source: Census 2006 Tabulations

Chart4: Aboriginal Population as a Proportion of Total Population, by Province and

Territory, 2006
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Source: 2006 Census Tabulations, UnadjuStednts

In all provinces and territoriesxcept Nunavytthe Aboriginal population is
composedgrimarily of North American Indians andétis. On the other hangbractically
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al | of Nunavut 0s ofher pva pravincesonith aisignifidamapartion T h e

of their Aboriginal population ofnuit identity are Quebec and Newfoundlandth a
small number also livingh the Northwest Territories.

lii. Age structure of the population

Another interesting aspect in which the Aboriginal population differs sharply
from the norAboriginal population is in their age structure. The Aboriginal population is
much younger, with almost 40 per cent of its population under the age $a20mary
Tableb). This trend is even more pronounced for the North American Indian population,
who has 42.4 per cent of its population under the age of 20 and more than 10 per cent
under the age of 5. Among the nAboriginal population, less than a quaréthe
population is under 20 years old and only 5.3 per cent is under 5 years old.

Summary Tabl&: Age Distribution of the Population, per cent, 2006

Total Non- Total North » .
Population Aborlglr_lal Aborlglr_lal Amerlcan Metis Inuit
Population  Population Indian

O to 19 years 24.7 24.1 39.8 42.4 35.1 47.0
Under 5 years 5.4 5.3 9.3 10.3 7.4 11.6
Sto 9years 5.8 5.6 9.8 10.6 8.3 11.5
10 to 14 years 6.7 6.5 10.7 11.3 9.5 11.9
15 to 19 years 6.8 6.7 10.1 10.1 9.9 11.9
20 to 44 years 34.7 34.7 36.2 35.6 375 36.2
20 to 24 years 6.6 6.6 8.0 7.7 8.4 9.0
25to 34 years 12.8 12.7 13.8 13.6 14.0 14.1
35 to 44 years 15.3 15.4 14.4 14.2 15.1 13.1
Above 45 years 40.6 41.2 23.9 22.1 27.4 16.8
45 to 54 years 15.8 16.0 12.2 11.2 14.2 8.4
55 to 64 years 11.7 11.9 6.9 6.3 8.0 4.7
65 to 74 years 7.2 7.4 3.3 3.1 3.6 2.6
75 years and over 5.8 6.0 15 15 15 1.1

Source: Census 2006 Tabulations

The differences in the age pyramid of Aboriginal and-Aboriginal Canadians
is most pronounced at the upper and lower tail of the distribution. Indeed, both groups
have a similar proportion of their population in the 20 to 44 years category, at 34.7 per
cent for norAboriginal Canadians and 36.2 per cent for Aboriginal Canadians. The large
difference noted above in terms of young people is reflected in the respective proportions
of the population aged above 45 years old. That proportion is about tWwastgag the
nonAboriginal population (41.2 per cent) than in the Aboriginal population (23.9 per
cent) or the North American Indian population (22.1 per cent).
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B. Educational Attainment of Aboriginal Canadians

It was showrnn Sharpe, Arsenault arichpointe (2007and Hull (2009}that

education was an important determinant of income, labour maukstmesand other
indicators of wellbeing. In particular, higher educational attainment was associated with
higher income, lower unemployment, higheiour marketarticipation, lower chances

of being involved in crimgandbetteroverall healthThis section examines the level of
educational attainment of Aboriginal Canadians in relation to the leveledthinnon

Aboriginal Canadians.

I. Situation i n 2006

Aboriginal Canadians on averagad a lower educational attainment in 2@i@an
their nonrAboriginal counterpartslust under half (43.@er centof Aboriginal

Canadian®iadnot evencompletel high school nor obtained another diploma or
certificates, compared to only 23gkr cent of nofAboriginal CanadiangSummary

Table6).

Summary Tabl&: Highest Level of Educational Attanent®, Population 15+ 2006

No certificate, diploma or degree
Certificate, diploma or degree
High school certificate or

equivalent

Apprenticeship or trades
certificate or diploma

College, CEGEP or other nen
university certificate or diploma

University certificate, diploma or
degree

Source: 2006 Census Tabulations

Non- Total
Aboriginal Aboriginal
population (%) population (%)
23.1 43.7
76.9 56.3
25.7 21.8
10.8 114
17.4 14.5
23.0 8.6

North American
Indian
population (%)

48.4

51.6

19.9

10.4

13.2

8.1

Aboriginal/Non -
Aboriginal Gap
(percentage point)

20.6

-20.6

-3.9

0.6

-2.8

-14.4

The North American Indian population fared even worse, with 48.4 per cent of its

population not having a certificate, diploma or degree of any sort. In terms of
apprenticeship, trade, college and other-noiversity certificate or diploma, the

Aboriginaland norAboriginal populations had similar levels of educational attainment,
with about 25 per cent of their respective population obtaining such degrees. The largest

difference was in terms of universiligvel attainment, with 23.0 per cent of Ron

Aboriginal obtaining a university certificate, diploma or degree compared to only 8.6 per

% The educational categories included in the 2006 Census are not comparable to previous censuses. Unlike previous

censuses, t he

2006

Census does not

Auniversity: without

certificate,

di pl oma

include artdh e

and

categories
degreeo.
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cent of Aboriginal CanadiankEven worse results obtain for the Registered Indian
population on reserve (White and Beavon, 2009).

Theproportionof individuals aged @to 24 years oldbtaining no certificates a
good indicator of future completion rates as it reflects the educational attainment of the
youngest 5year cohort that can be expected to have completed high sth8601%5, 40.3
per cent of the Aboriginal population in this age grbagd notcomplete high school
compared to 75.8 per cent for the 75 and over age g€hgrts). While at fird glance
this suggests higherdh school completionates for younger age cohorts, a slightly more
detailed analysis reveals that progress has been uneven.

Chart5: Proportion without Diploma, Certificate or Degree, by Age and Algmal
Identity, 2006
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Source: 2006 Census Tabulations

Using a crossection decomposed by age, we can roughly observe the evolution
in educational attainment through time. For example, 40 years ago, in 1966, the current
65 to 74 group was aged between 25 and 34 years. Thus, wentaarediow
educational attainment evolved since 1966 using the groups aged(6€966), 5564
(1976), 4554 (1986), 3544 (1996) and the 2006 group aged325As Charts
illustrates, the trend in the proportion of Aboriginal Canadians who have no certificate is
trending downwards through time. Yet, this indicator clearly shows a slower progression
for later cohorts than for earlier cohorts. For example, the 1986 gibakicohort had on
average 9.2 percentage point less individuals with no certificate than the 1976 Aboriginal
cohort, whereas the 2006 Aboriginal cohort experienced no improvement over the 1996
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cohort. In fact, the 20 to 24 age groups have a larger gropaf individuals with no
certificate, but they may catalp to previous cohort in coming years.

Both Aboriginal and noiboriginal population experienced significant increases
in their level of educational attainment since 1966. The Aboriginal paomuo)dtowever,
has been unable to close the gap with theAlooriginal population. In fact, in relative
terms, its performance has worsened in recent years. The relative gap gradually decreased
between the 1966 and 1986 cohort, falling from 24.9 perceptagts for the 1966
cohort (6574) to only 18.1 percentage points for the 1986 cohorb)5Yet, since
then, the gap has progressively worsened, and stood at 21.9 percentage points for the
2006 cohortChart6). In 2006, the proportion of neAboriginal aged 284 without
certificate was only about a third that of Aboriginal Canadians of the same age. Clearly,
the level of educational attainment of Aboriginal Canadians has not been growing fast
enough to closthe gap with norAboriginal Canadians.

Chart6: Percentage Point Gap Betwedhe Proportion of Aboriginal and Non
AboriginalWithout a Diploma Certificate or Degree
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Source: 2006 Census Tabulations

ii. On-reserve/ off-reserve Aboriginal educational attainment

Not all subsets of the aboriginal population face the same realities. In fact, major
differences exist between those living in rural areas and those living in more urban
settingslin effect, one of the variables most strongly related to educational attatifion
Aboriginal Canadians is their reserve status.
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Off-reserveNorth-American Indiansiave consistently higher educational
outcomes thanrereserve residentSgmmary Tablg). Off -reserve residents aadmost
40 per cent more likely to obtain a certificate, diploma or degree thegserve
residents. Moreover, in 2006 there was a larger proportion-oéséfrve Aboriginal in
every category of educational attai@nt at or above high school graduation. The
difference is not attributable only to the growing proportion of Métigegerve, who
tends to perform better than other groups, as similar trends can be observed among the
off-reserve North American Indian paption. Indeed, 59.9 per cent of -@éfserve North
American Indians obtain at least a high school certificate, a much higher proportion than
onreserve Aboriginapeopleat 45.1 per cent.

Summary Tablg: On and Off-Reserve Aboriginal Educational Attainment, 2006

Off-reserve Off-reserve On-reserve On-reserve/Off -
Aboriginal NAI Aboriginal reserve gap
A B C GA=D
No certificate, diploma or degree 38.5 40.1 54.9 16.4
Certificate, diploma or degree 61.5 59.9 45.1 -16.4
ngh'school certificate or 241 237 16.4 77
equivalent
Appr_e.nnceshlp.or trades 12.0 11.0 10.3 17
certificate or diploma
College, CEGEP or other nen 15.9 15.4 11.2 48
university certificate or diploma
University certificate, diploma or 96 98 73 23
degree

Source:2006 Census Tabulations

iii. Inter -census comparability

It would be instructive to compare educational outcomes of Aboriginal Canadians
not only at a given point in time, but also across censuses. In 2006, however, the
definition used to classify educational attainment was changed significantly, and
straightfoward comparisons are impossible. For most educational categories, no
meaningful comparison can be made. The main reason behind this lack-cEmtas
comparison is the eliminaecomdarfytwiet t@utegoe
and Aswenesiutny wit hout <certificatedo which wer
example, in 2001, if an individual had no high school diploma, but had spent one
semester at a community coll ege, the person
postseconday wi t hout <certi ficateo. I n the 2006 ce
classified as having no certificate.

One of the few category for which educational attainment comparisons are
possible is that for wuniveralnthigcatgoyr ee, i . e.
both Aboriginal and no#boriginal Canadians made progress between 2001 and 2006,
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but this progress was uneven. The proportion of the population aged 15 and over with a
university degree increased 2.8 percentage points for thAlmarginal population, from
15.7 per cent in 2001 to 18.5 per cent in 20R@ngmary Tabld). In relative terms, this

was a 17.5 per cent increase. Aboriginal Canadiapsreenced a much smaller increase

of 1.4 percentage points, from 4.4 per cent in 2001 to 5.8 per cent in 2006. Yet, the low
base meant it represented a 31.8 per cent increase.

Summary Tablé: Proportion of University Gradates, Population Aged 15+, 2001 and
2006

2001 -2006 2001 -2006
2001 2006 percentage percentage
point change change

Total 15.4 18.1 2.7 17.5
Non-Aboriginal population 15.7 18.5 2.8 17.8
Aboriginal population 4.4 5.8 14 31.8
North American Indian population 4.1 5.2 1.1 26.8
On Reserve Aboriginal 2.3 3.0 0.7 304

Source: 2001 Census and 2006 Census Tabulations

The relative increases were similar for North American Indian$ (@& cent)
and for Aboriginal peopléving on-reserve (30.4 per cent). Yet, because both these
groups had lower proportion of their population with university degree in 2001, the
absolute increase were much smaller, 1.1 percentage points for North American Indians
and 0.7 percentage poirits onreserve Aboriginal Canadians. In other words, even
though the absolute educational gap between Aboriginal ardipomnginal populations
is increasing, the strong rate of growth in the proportion of Aboriginal holding a
university degree remains engaging for the future.

Regardless of the short term trend, it is clear that the Aboriginal population still
lags far behind the neAboriginal population in terms university completion and, as a
result, has more potential for growth. As noted in Shafpsenault and Lapointe (2007)
the outcomes at the university level seems to be more the result of an inability to
complete the required high school graduation, rather than a lack of readiness to continue
beyond that level of educational attainment. €fane, if Aboriginal rates of university
completion are to eventually approach #dworiginal levels, Aboriginal high school
completion must be prioritized.

C. Labour Market Outcomes of Aboriginal Canadians

Lower educational attainment translates mtaker labour market outcoméisis
important to recognize that differences in labour market outcomes are not solely the
result of educatiowlifferential. Indeed, Appendix 1decomposes the 2001wage
differential between Aboriginal and ngxboriginal Canadias and finds that a portion
was also explained by differences in employment opportunities (expressed by the number
of weeks and the number of hours worked per week) and by the geographical distribution
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of the two populations (including rural/urban and pneial distributions). Yet, a

sizeable portion was directly related to educational outcomes. In this section, we review
and compare labour market outcomes of both Aboriginal andAbonginal Canadians

for 1996, 2001 and 2006. We then briefly reviewritlationship between labour market
outcomes and educational attainment by presenting labour market variables broken down
by educational category.

i. Labour market outcomes in Canada

There are four major indicators of labour market outcomes: partmipette,
employment rate, unemployment rate and employment income. The first three indicators
are intertwined. Thearticipation rateaptureghe percentage of the working age
population whaare inthe labour forcei.e. employed or searching for woirkhe
unemployment rate determines what share of the labour forog ¢simently employed.

The enployment rats is in turn defined as the proportion of the working age population
employed in the reference weelnd isa function of the two former rates.

Sunmmary Table9: Aboriginal and NorAboriginal Labour Market Outcomes 199806

Percentage Per cent Change in the Gap
1996 2001 2006 point growth growth (Percentage Points)
(19962006) (19962006) (19962006)
ParticipationRate
NonAboriginal 65.6 65.7 66.9 1.3 1.98
Aboriginal 58.5 59.3 63 4.5 7.69 3.2
Unemployment Rate
Non-Aboriginal 9.8 5.9 6.3 -3.5 -35.71
Aboriginal 24.4 16.5 14.8 -9.6 -39.34 6.1
Employment Rate
Non-Aboriginal 59.2 61.8 62.7 3.5 5.91
Aboriginal 44.2 49.2 53.7 9.5 21.49 .0

Source: Census 1996, 2001 and 2006 Tabulations

Bet ween 1996 and 2006, Canadads Aborigina
progress in all three labour market indicators in both absolute terms and relative to the
non-Aboriginal population. Over that ten year period, the Aboriginal Adioriginal
participation rate gap closed by 3.2 percentage points, the unemployment rate gap closed
by 6.1 percentage points and the employment rate gap closed by 6.0 percentage poin
(Summary Table9). While the Aboriginal population labour market outcomes still fall
short of their norAboriginal counterparts, the progress is encouragingukt be noted,
however, that part of the progress made by the Aboriginal population is attributable to a
compositional shift towards a greater numbers of Métis, a group who tends to have better
labour market outcomes than other Aboriginal groups.

" Updated Aboriginal employment income data decomposed by educational attainment will be available when the 2006
Census microdata files are released in late 2009.
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Summary Tabld.0: Aboriginal and norAboriginal Labour Market Outcomes, 2006

Participation Employment Unemployment
rate rate rate
Non-Aboriginal population 66.9 62.7 6.3
Aboriginal population 63.0 53.7 14.8
Onreserve 52.2 39.3 24.7
Off-reserve 66.6 58.4 12.2
North American Indian population 58.8 48.2 18.0

Source:2006 Census Tabulations

Summary Tabld.0 provides a brief overview of these three indicators for
Aboriginal and norAboriginal Canadians in 2006. Unsurprisingly, we can see that the
Aboriginal population has a lower participationer§63.0 versus 66.9 per cent), a lower
employment rate (53.7 versus 62.7 per cent) and a higher unemployment rate (14.8 versus
6.3 per cent) than nefAboriginal Canadians. For all three indicators, the North American
Indian population underperforms ésvis the Aboriginal population as a whole, and the
onreserve Aboriginal population does even worse than North American Indians. Indeed,
only 52.2 per cent of the eeserve Aboriginal population of working age is either
employed or searching for employméh4.4 percentage points lower than thereferve
Aboriginal population). Only 39.3 per cent of the working age population is employed
(19.9 percentage points lower than thereferve Aboriginal population), and of those
participating in the labour foe, 24.7 per cent cannot find employment and remain
unemployed (12.4 percentage points more than theeséfrve Aboriginal population).

ii. Employment Income

According to the 2006 Census, Aboriginal Canadians were not only less likely to
be employed than neAboriginal Canadians, they alsarned less than ngxboriginal
people In 2005, the average na@boriginal with employment income earned 41 per cent
morethan the average Aboriginal with employment income and 54 per cent more than
the average Nortlhmerican Indian with employment income (Cha@hart8). Part of
this gap is due to the relatively smalleoportion of employed Aboriginal Canadians
who work fulktime full-year. In 2005, only 42.3 per cent of all Aboriginal Canadians
with employment income and 42.0 per cent of North American Indians wittogment
income worked fultime full-year compared to%7 per cent for neboriginal people

Even when differences in work patterns are controlled for, however, significant
differences remain. The average fiioriginal who worked fulitime full-year erned
$51,505 in 2005, about 29 per cent higher than their Aboriginal counterparts ($39,980)
and 38 per cent higher than North American Indians ($37,418). A practically identical
pattern was observed across groups forfrae and/or paryyear workers.
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Chart7: Average Employment Income of Aboriginal and nétoriginal Populations,
by Work Activity, 2000 to 2005, Constant 2005 Dollars
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Although the Aboriginal population in general, and the North American Indian
population in peticular, earn significantly lessn average than nefsboriginal people
comparing data from the 2001 and 2006 Census reveals that the employment income gap
is shrinking. Between 2000 and 2005, the ratio of Aboriginal average employment
income to averageomAboriginal income increased 4.0 percentage pdqidtart8). The
average employment income gap also closed 3.5 percentage points amdaingepairt
partyear workers and 0.7 percentage points amongifuo# full-year workers.

Smaller improvementst the more disaggregated level indicate thatrelative
level of Aboriginal peoplevho worked fulttime full-year increased between the two
census periods. In fact, between 2000 and 2005, the proportion-gtooiginal
Canadians who worked fuime full-year fell 2.0 percentage points (from 53.3 per cent
to 51.3 per cent) while the proportion for Aboriginal Canadians increased 2.3 percentage
points (from 38.0 per cent to 40.3 per cent).

As was the case for other variables, the improvement betvessnises was in
part related to an increase in Métis sd#ntification. Nonetheless, even when we focus
on the North American Indian population in particular, improvement in the employment
income gap is evident. Between 2000 and 2005, the ratio of Norérican Indian and
nortAboriginal average earnings increased by 3.3 percentage points. A large portion of
this increase was due to a two percentage points increase in the proportion of North
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American Indians working fultime full-year. Indeed, while theatio for those who
worked partime or partyear rose 2.3 percentage points the ratio for those workinrg full
time and fullyear actually fell 1.4 percentage points. Although the narrowing of the
employment income gap between 2000 and 2005 was modest moidguaranteed to
persist, it is an encouraging sign.

Chart8: Total Aboriginal and NorttAmerican Indian Average Employment Income as

Share of NorAboriginal Average Employment Income, 2000 to 2005
90.0
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76.0 77.6

80.0
74.0 m 2005 74.9
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Full Time, Full Part Time or Total Full Time, Full Part Time or Total
Year Part Year Year Part Year

North American Indian Total Aboriginal

Source: 2006 Cens@sistom Tabulations

ili. Labour market outcome s by educational attainment

If we contrast labour market outcomes for the portion of the population without
any certificate, diploma or degree with that of the rest of the population, we can clearly
see how education affects labour market outcomes.Q,2ly slightly more than 40
per cent of the population without certificates, both Aboriginal andAtmriginal,
participated in the labour force, compared to about 75 per cent for those with at least one
certificate or diplomaummary Tabld.1). The difference was even sharper for
employment and unemployment rates. Having a certificate or diploma roughly doubled
the average employment rate and halved the aversgeployment raté.

8 We considered examining the emymnent income gap between North American Indians who livewa offreserve

to enrich our analysis, but the necessary data will not be available until public use micro data files are released in late
2009.

® Unfortunately, 2006 Census employment incoratads current unavailable at a sufficiently detailed level of

di saggregation (in terms of educational attainment) t

[o]

be
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Summary Tabld 1. Labour Market Outcomes by Educational Attainment, 2006

Total

No certificate, diploma or degree

Certificate, diploma or degree

High school certificate or equivalent
Apprenticeship or trades certificate
or diploma

College, CEGEP or other nen
university cert. or diploma

University certificate, diploma or
degree

University certificate or diploma
below bachelor level

University certificate or degree

Source:2006 Census Tabulations

The more detailed data on educational attainment and labour market outcomes
confirm that there is a hierarchy in terms of education. Indeed, for all three groups

Participation rate

Non-
Aborig A.bo

. nal
inal

66.9 63.0
42.8 44 .4
74.2 77.4
68.7 73.0
72.5 76.8
78.0 81.1
78.3 83.4
70.6 78.6
80.2 85.7

rig

North Non-
Amer.  Aborig
Indian inal
58.8 62.7
41.0 38.3
75.6 70.0
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discussed here, as one goes up the educational ladder, participation rates and employment

rates increase and unemployment rates decrease. The marginal improvement in labour

market outcomes, however, decreases as educational attainment increases. For example,

Aboriginal Canadians whose highest level of educational attainment is high school
graduatbn had in 2006 an employment rate 29.2 percentage points above that of the
group with no certificate. The employment rate premium for Aboriginal Canadians falls

to 4.0 percentage points between college and university education. With the proportion of

Aboriginal Canadians without certificate well above the-aboriginal share, the

potential for an increase in the proportion of high school graduates, and thus a sizeable
improvement in labour market outcomes for Aboriginal Canadians, is exceptionally large.

Chart9illustrates labour market outcomes by educational attainment for the non

Aboriginal, Aboriginal and NorttAmerican Indian populations. As expected, when
educational attainment rises, participation and employment rates increase while

unemployment rates dexases. Both Aboriginal and North American Indian participation
rates tend to be higher than rahoriginal participation rates (Panel A). As previously
mentioned, this is likely due to the younger age structure of the Aboriginal and North

American Indiampopulations relative to the ngkboriginal population. For all
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educational categories expect universitytiieate or diploma, Aboriginal peopleave
lower employnent levels than neAboriginal peopleand North American Indian
employment levels are eveower (Panel B). This pattern is repeated in the
unemployment statistics (Panel C). North American Indians have the highest rate of
unemployment for each educatiboategory while nofAboriginal people
unemployment rates are by far the lowest for eachagdunal category. Clearly, while
differences in educational attainment do have a significant impact on labour market
outcomes, they can not explain the entire gap between Aboriginal arbooiginal
participation, employment and unemployment rates. dtmelusion is confirmed by the
econometric analysis in Appendix 1, which nonetheless highlight the key role of
education for labour market performance.

Chart9: Labour Market Outcomes, by Aboriginal Identity, 2006
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Panel B: Employment Rates by Educational Attainment, 2006
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Panel C: Unemployment Rates by Educational Attainment, 2006
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lIl . An Overview of Population and Economic Projections

In order to project the potential contribution of the Aboriginal population to
output and productivity growth, one needs base case projections for the Canadian
economy as well as for tlewerall andAboriginal populatios. This section provides a
brief summary of these projections.

Three main sources are used for projections in this répopulation Projections
for Canada, Provinces and Territorig§tatistics Canada 2005b) provides projectiams f
the overall Canadian population from 2005 to 2031.tR@Aboriginal population,
projectionsfor the 2001 to 2026 pericate based on a repamtitledAboriginal
Demography: Population, Household and Family Projections, ZliP6released jointly
by Indian and Northern Affairs Canada and the Canadian Housing and Mortgage
Corporation in 2007 (INAC and CMHC, 200HRinally, in a report titled.ong Term
Outlook for the Canadian Economyational Projection Through 204@ungan and
Murphy (2008) from the hstitute for Policy Analysis of the University of Toronto
provide longterm forecasts for many economic indicators of the Canadian economy
based on an econometric model. This source is used as a benchmark for output,
productivity, wages, labour force paipation and employment 2026

A. Canadian Population

In the publicatiorPopulations Projectionsf Statistics Canad@005b), the
Canadian population is projected using six projection scenarios based on different
assumptions about fertility, mortality (life expectancy) and migration. For the purposes of
this report the third scenansused. Scenario 3 is a medium growtenario with
medium fertility rates, medium life expectancy projections and medium migration trends.
Fertility rate assumptions are based on detalealysis of the trends fartility rates
specific to each province and territory. Under Scenario flljitierates for Canada are set
at the 2002 level of 1.51 children per woman and remain at that level WBi{Z2002
was the most recent year for which vital statistics data were available). The mean age of
childbearing is also set at its 2002 level 8f2yearsLife expectancy is expected to be
81.1years for males an8b.3years for females in 2. Finally migration trends, both
international and inteprovincial, are projected using a number of underlying
assumptions, including immigration and enaitpn rates, returning emigrants rates and
recent data on intggrovincial movements.

The Canadian population is projected to reatB&2 700people by 2026, an
increase of 26.per cent over 2001SUmmary Tabld 2). The population aged 15 and
older is anticipated to reacl2,202100,an increase d32.7 per cent over 2001.

B. Aboriginal Population

INAC publisredtwo sets of projections for the Abomgl population in Canada:
one for the Aboriginal population as defined in the Cefisusollaboration with CMHC)
and another for Registered Indiaiibese projectionwere summarized in a report
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published jointly by INAC and the Canadian Housing and e Corporation in 2007,
entitled AAboriginal Demogr aphy: Popul ati on,
2026. 0

Thebase year for theggojectionswas2001 The population was divided into
four subgroups: Registered Indians, N&tatus Indians, Mé&t and Inuit.Individuals
reporting as beingegistered were assigned to the Registerd@impopulation. Persons
that dentified as Aboriginal with only one origin (for example, North American Indian),
but were not registered were assigned to eitheNdreStatus Indian, Inuit or Métis
population. Those that identified with more than one group (for example, North
American Indian and Inuit) were assignre@ one of the groups based
relative size As suchthe base population in 2001 for bagroup was: 633,600
Registered Indians, 110,300 N&tatus Indians, 274,200 Métis and 46,200 Inuit
(Summary Tabld 2). For our analysis, weombhedRegistered Indians with NeBtatus
Indians and nantkthat category North American Indians.

Summary Tabld.2: Aboriginal and norAboriginal Population Projections, 2062026

Growth
2001 2006 2011 2016 2021 2026 Rate(01-26)
Total Population 31,021,251 32,649,482 33,909,700 35,266,800 36,608,500 37,882,700 0.80
Share of population aged 15+ 80.9 82.7 84.0 84.5 84.8 85.0 0.20
Population aged 15+ 25,166,713 26,997,972 28,488,000 29,816,000 31,027,900 32,202,100 0.99
Total Aboriginal Population 1,064,300 1,166,000 1,270,000 1,375,000 1,475,000 1,566,900 1.56
Share of population aged 15+ 66.6 69.4 71.6 72.3 73.2 74.5 0.45
Population aged 15+ 708,824 809,137 909,307 993,618 1,080,111 1,166,868 2.01
North American IndiarPopulation 743,900 820,400 896,900 1,274,300 1,048,100 1,115,700 1.63
Share of population aged 15+ 65.4 68.2 70.7 54.8 72.8 74.2 0.51
Population aged 15+ 486,208 559,329 634,332 697,840 762,984 827,319 2.15
Métis Population 274,200 294,300 316,100 338,000 358,100 376,500 1.28
Share of population aged 15+ 711 73.8 75.2 75.2 75.7 76.7 0.30
Population aged 15+ 194,956 217,183 237,638 254,035 270,974 288,715 1.58
Inuit Population 46,200 51400 57000 63100 69000 74,800 1.95
Share of population agetb+ 60.4 63.5 65.5 66.2 66.9 68 0.48
Population aged 15+ 27,905 32,625 37,338 41,743 46,153 50,834 2.43
Aboriginal peopleas % of Canada 3.43 3.57 3.75 3.90 4.03 4.14 0.84

Source: Statistics Canada (2005b) and INACHMC (2007)

Note: Because theNAGCHMC projections are based on data from the 2001 census, the projections they obtain for 2006 are not consistent with
data from the 2006 Census, primarily because no increase in the level of Métis self identificatisrassumed

The population growth assumptions described in the report and used in our
anal ysis is based on tThiescendvieatsumanthd&beoveenh Sc en
2001 and 2026 there will be a moderate decline in fertility as well as a gradual
improvement ifife expectancy in all Aboriginal groups to the exception of the Inuit
population which will maintain a higher fertility ratéurthermoreit assumethat the
distribution of transfer of identity to children will remain at its current level and that
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reingatement of status under the revision of the Indian Act in 198graitiually
decline.

The total Aboriginal population is expected to grow by 47 per cent between 2001
and 2026, reaching366,900 individuals. Due to thencreasingexpectedife
expectancy and declining fertility, Aboriginal Canadians will be older on average in 2026
than in 2006 However, when compared to the overall population, they will contmue
be much younger, with about a quarter ofrtpepulationstill under 15 yearsld (400
thousands Around two out of three Aboriginal people lived-offserve in 2001, and this
proportion is not expected to change much by 2026.

As a share of the Canadian populatidhoriginal Canadians are expected to
become increasingly importarih 2001, their share of the populatimas3.43 per cent
(1.1 million persons)and after 25 gars at a higher fertility ratbeyshouldrepresent
414 per ceni(1.6 million personsdf the Canadian populatidfi.

The North American Indian populationlixgontinue to be the largest group of
Aboriginal people in Canada. In 2026, there will be 1,115,700 Registered ar@tatos
Indians, representingtal growthof 50 per cent over the 25 yegrsriod About a quarter
of the population wilktill be undeil5 years oldn 2026 translating into a working age
population of around 826 thousands. The Inuit population is expected tdogy800
by 2026 (62 per cent growth), while the Métis should grow by 37 per cent to redah a to
of 359,500.

Projectionthe Métis population imorechallenging In fact,the 2006 Census
indicates a number of Métis that is actually higher than the projdoti@®26.While
CMHC and | NAC6s projections indicate a M®ti s
376,500 in 2026, the®6 Census suggests that the Métis population was already
389,704 in 2006. As previously mentioned, this extremely rapid increase is attributable to
increased Métis seltlentification.We deal with this problem in part by also providing
estimategor North American Indians in particulaEstimates based on the North
American population are more relialale selidentification for this group is more stable.

C. Projections for the Canadian Economy

Now that we have established base case scenarios for projections of both
Aboriginal and norAboriginal populations, we need to establish base case economic
projections in line with these population estimates. These projections will provide a
benchmark agast which to measure the potential contribution of Aboriginal Canadians
to the overall economypummary Tabld 3 contains therojections for key labour
market outcora indicators as well as for GDP, employment, and labour productivity.

The population projection in Dungan and Murphy is somewhat higher than
Statistic Canadads, at 39.4 millions in 2026

19 The 2026 figures are higher when adjustments are mad&e account afewdataavailablefrom the 2006 census.
Summary HRble 15 providesadjusted projections.
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per cent over the 25wr period, which is about six percentage points higher than the
growth rate projected by Statistics Canada. The working age population growth is also
somewhat higher in this set of projections, at 31.8 per cent between 2001 and 2026,
reaching 32,209 thoasads in 2026.

Projections were also provided for the unemployment and participation rates up to
2026. In 2026, the Canadian employment rate is projected to be 59.6 per cent, down 1.6
percentage points from 2001. The participation rate is projectedd®.b@er cent, down
2.5 percentage points from 2001. These employment and participation levels and
population projections translate into a 26.8 per cent increase in the labour force and a

28.2 per cent increase in employment.

Summary Tabld.3: Economic and Labour Market Projections, 262026

Percentage Average
2001 2026 change, Annual Growth

2001-2026 Rate
Nominal GDP (Billions of Dollars) 1,108.0 3,236.2 192.1 4.38
Real GDP (Billions of Constant 2006 dollars 1,265.6 2,187.0 72.8 2.21
Total Population (Thousands) 30,974 39,675 28.1 1.00
Working Age Population (Thousands) 24,444 32,209 31.8 1.11
Labour Force (Thousands) 16,111 20,423 26.8 0.95
Employment (Thousands) 14,951 19,198 28.4 1.01
Employment Rate 61.2 59.6 -2.6 -0.10
Unemployment Rate 7.2 6.0 -16.7 -0.73
Participation Rate 65.9 63.4 -3.8 -0.15
Average Real Wages per Worker n.a. n.a. 43.9 1.41

Source: Dungan and Murphy (2008)

Note: For real wages, only growth rates are projectednotabsolute values.

Real wages are expected to grow at an average of 1.41 per cent per year, or a total

of 43.9 per cent over the 20@D26 period. This is in line with expected productivity
growth over the period, which stands at 1.50 per cent peryease projections, with
real wages and productivity growing at roughly the same rate, thus imply virtually no

change in the labour share.
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I\V. Aboriginal Labour Force Projections

Canadads Aboriginal popul ation imgoul d pl ay
l ong term | abour shortage caused byhsCanadabs
report aims to provide insight into the extent and composition of the Aboriginal
popul ationds potential contribution to Canad
from 2006 to 2026Although Indian and Northern Affairs Canada (INAC) expects the
Aboriginal population to experience demographic trends similar tgagheral Canadian
population (declining birth rates and an aging population), the Aboriginal population w
remain significantly younger and maintain its high growth rate relative to the non
Aboriginal population for at least the next twenty years (INAC and CMHC, 2007).
Indeed, the Aboriginal population is expected to grow at an annual rate of 1.47 per cent
between 2006 and 2026mpared to the neAboriginal rate of 0.73 per cent per year.
Driven by its high growth rate arfdvourableage structure, the Aboriginal population is
expected to account for 12.7 per cent of labour force growth and 11.3 pef cent
employment growth from 2006 2026.

The potential contributionf the Aboriginal populatioto Canadian labour force
and employmengrowth coold be even larger than predicted by simple demographic
forecastshowever, because thearticipation and employment ratesrrentlylag far
behind the Canadian averagedeed, i Aboriginal participation and employment rates
reach2006 norAboriginal levelsby 2026 it is projected that the Aboriginal population
will account for 19.9 per c# of labour force growth and 22per cent of employment
growthover the2006-2026period In other words, ifn 2026Aboriginal people
experienced the same labourrket outcomes as nefsboriginal peopledid in 2006, the
Aboriginal share of the Aborigih@opulationto the Canadian labour force would nearly
double by 2026This equates to nearly 200,000 additional productive Canadian workers.
Given that educational attainment is the key driver of participation and employment rates,
(Sharpe, Arsenault arldapointe, 2006) there is clear incentive for the Canadian
government to make Aboriginal education a priofityn fact Aboriginal educationwere
not prioritized, the drag on Canadian productivity caused by below average Aboriginal
educationwillgrowas he Abori gi nal popul ationds share
increase®ver time

A. Detailed Population Projections

As mentioned earlieno singlestudy includegpopulation projections for botihe
Aboriginal and nomAboriginal populationsTherefore separate studies were used.
Population projections for neAboriginal Canadiansvere calculated as the difference
between the Aboriginal and total populasoRopulation projections for all Canadians
were taken using a St aulation Projecttons@aCanadaa r ep or t
Provi nces a Albrigiha populatiom projeetisnsé were taken from a CMHC

1 Although the recent economic slowdown is causing a short term fall in labouradn d , when Canadads econ
returns to its trend | evel demographic trends Chart,e still e X
PanelBforagyr aphi cal il lustration of Canadab6s declining | abour f
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and | NAC coll aborative pr o-jPepalationt Hotséheld A Abor i
and Family Projections, 206 0 2 b an effort to maimize consistency between the

two reportsthemedium growth scenari was used in both cases. CNM
medium Aboriginal growth scenario projects moderate declines in fertility, increases in

life expectancyor all Aboriginal groups with the exceph of the Inuit and constant

transferateo f Abor i gi nal identity from parent to c
population projections assume medium trends in both population growth andanigrat

The average age of nearly all groups is expected tdyiseughly 5 years from 2006 to

2026 Summary Tabld 4). In 2026, the average Aborigin@anadians expected to be

32.8 years of ageoughlytenyears youngethanthe average Canadiafhe Inuit

population will have the lowestverageageof all Aboriginal groufs (27.8 years)

followed by NorthRAmerican Indians living on reservesl(3), North American Indians

living off reserves (32.4 years ) atite Métis population (36 years)

Summary Tabld4: Average Age of Aboriginal and nefboriginal Population

2006 2026

Total Population 38.0 43.1
Aboriginal 28.2 32.8
North American Indian 27.7 32.4
On Reserve 27.1 31.3

Off Reserve 28.3 33.6
Métis 30.1 35.0
Inuit 24.4 27.8

Note 1: These figures were calculated as the weighted average of each age
group from zero to eighty years of adénfortunately, age gupsabove 80
yearswere unavailable resulting in a sligimiderestimation

Source: CMHONAC (2007), Cansim Table 804 and10-0001

TheseAboriginal population projectionare based on the 2001 census, which is
now relatively outdated given the new estimates available from the 2006 .census
Fortunately, the 200projectionsfor theNorth-American Indiarand Inuit populations
are very similar to the006 censuadjustedccounts, with a difference of only 1.9 and 3.1
per cent respectiveBummary Eble15).12 On the other hangopulationprojections
for theMétis populatiorare significantly lower (39.per centthan 2006 census adjusted
counts duein large parto a surge in Métis selfientification.Giventhes discrepancies,
the CSLS adjustd Aboriginal population projectionsThe CSLSused2006 census
adjusted counts as a base and pregeédrward using growth rates contained in the
INAC-CMHC study. It should be noted that thestimatesassume that changesMeétis
self-identification do not continuebeyond2006.The number of onreserves Aboriginal
was estimated bgpplying the proportion of NorttAmerican Indians living on reserves
projected byCMCH and INACto these new estiates Although the proportion of North
Americans living on reserves in 208&sf our per cent higher i n CMF
publication than in the 2006 censusadjusted counigl7 per cent compared to 43
percent)this differencemainly reflectshe incomplée enumeration of reservesthe
Census

2 For an explanation of CSLS estimation methods, refer to Summary Table 1.



31

Summary able 15: Aboriginal Population Projections

CMHC & INAC

CHMC & INAC CSLS Adjustec Population Average CSLS 2026

2006 2006 Census Percentage Annual Growth Population

Projections Data Difference Rate, 20062026 (%) Projections

A B C= (BA)/B D A*(1+D'100)*=E

Aboriginal people 1,166,164 1,311,200 12.44 1.47 1,754,724
North American Indians 820,461 835,900 1.88 1.55 1,136,643
On Reserve 389,201 396,524 1.88 1.96 584,859
Off Reserve 431,261 439,376 1.88 1.15 551,783
Métis 294,318 409,100 39.00 1.24 523,284

Inuit 51,386 53,000 3.14 1.89 77,132

Note: Toestimate the proportion of Boriginal peopldiving on reserve, the CSLS applied@éHC and INAC estimate
of the proportion of NorthAmerican Indians living on reserve in 2006 to the 2006 Ceadjusted count fothe North

American Indiapopulation

Source: Summary Table CMHC andNAC (2007)

The Aboriginal and no#\boriginal working agepopulation are expected to
experience similaageingtrendsbetweer2006and2026.The ron-Aboriginal, orrreserve
and offreserve North American IndiamMétis and Inuit populations are all expected to
experienca declire inpopulation growthrom 2006 to 2026ven thougtthe total
Aboriginal population is expected to maintain a higher population growth rate than the
nontAboriginal populatiorover the20062026period its rate of growth is expected to
decrease slightly faster tharattof thenon-Aboriginal population A decompositiorof
the working age populatiogrowth by age and Aboriginal identisyiggest thatrends for
the Aboriginal and norAboriginal populationgrrowthwill be very similar(Summary
Table16). In both cases, the oldest age group (those aged 65 and over) are expected to
grow the fastesturthermore, in both cases, the youngest age g(thupse aged 1t
19 and 200 24) areexpected to experience the slowest growth for most of the time
period.This reinforces the earlier finding thadth populations will age significantly over
the next twenty years.

Summary Tabld 6. Average AnnuaPopulation Growth Rates by Age Group and Aboriginal Identity,
Working Age Population, 2068026 (%)

15+ 1519 20-24 2534 3544 4554 55-64 6574 75+

NontAboriginal 0.86 -0.47 -0.43 0.30 0.19 -0.09 1.52 3.45 2.76
Total Aboriginal 1.85 0.38 0.88 1.70 1.29 1.12 3.67 5.25 5.72
North American Indiang 1.98 0.47 1.15 2.01 1.32 1.22 3.90 5.18 5.41
OnReserve 2.39 0.66 1.35 2.77 2.13 1.84 4.14 4.78 4.97

Off Reserve 1.59 0.26 0.96 1.32 0.58 0.71 3.70 5.57 5.88
Métis 1.43 -0.01 -0.07 0.71 1.10 0.60 2.95 5.49 6.67
Inuit 2.24 0.81 1.52 2.05 1.86 3.12 4.85 4.22 3.51

SourceCMHGINAC (2007)
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This trendhasimportant ramificatios for the Canadian econonagindividuals
aged 65 and oveéend to have low participation and employment rafbgrefore, ifage
specificparticipation and employment rates reneginonstantat 2006 levelsan aging
population means thabth the Aboriginal and neAboriginal aggregate participation
rateswill fall over the next twenty year€hart10). Under that scenariohé Aboriginal
participation rate wouldall from 62.4per cento 58.0per centandthe non-Aboriginal
participation ratevould declinefrom 66.9 per cent t60.5 per cenbetween 2006 and
2026 Similarly, the Aboriginal employment ratgould fall from 52.8 per cent to 48.9
per cent and the neAboriginal employment raterould fall from 62.7 per cent to&7
per centThesetrends underscore thpotentialimportance of rise in theAboriginal
labour force and employmerdtes for the Canadian econarifithere is no change in the
Aboriginal participation and employment rates, the Aboriginal population will contribute
to the overall trend towardsgher depndency rateConversey, if Aboriginal
participation and employment ratesnverge toward2006 norAboriginal levels
dependency rates should decline and Canadads

Chart10: Participation ad Employment Rate Projectionsassumingconstant 2006
agespecific employmentand participation rateg2006:2026)
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Source: INAC & CMHC (2007), Statistics Canada (2005) and 2006 Census Custom Tabulations

B. Labour Force Projections

I. Methodology

In thissection we obtain &bour forceandemployment projectionisi 2026by
applying 2006 participatioand employmentates to the projected 2026 population
working age populatiorAt the national level, participation and employment rates are
held constntat 2006 level$or each of eight age groupSummary Tabld.6).
Additionally, the Aboriginal population is divided into four categories: Nd@wmherican
Indiansliving on reserves, North American Indians living offserves, the Métis
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population and the Inuit populatioBArojections are made for each age and identity group
combination. National estimates reflect the aggregation of all these estimates, and thus
capure the effects of projected changes in the composition of the Canadian population
(i.e. changes in the relative size of tit@taboriginal and aborigingdopulation as well as
changes in the relative size of each of the &horigind sub-group) and ofts age

structure.

In addition to labour force and employment projections based on constant
participation and employment rates€nario A that were outlined in the introductory
section this report includes projections using two otkey scenariosScenaridB
assumes that half of tiparticipation and employment ratgapin 2006between the
Aboriginaland the nofAboriginal populatiosis closed by 2026. ScenarioaSsumes
that theparticipation and employment ratelsthe Aboriginal populatiowil | reach2006
nontAboriginal levelsby 2026.In the rare instances whettee Aboriginal participation
rate or employment rate exceeds the-Abworiginal rate for a given age group, it is held
constant> While an increase in Aboriginal education would suietyease Aboriginal
participation and employment rates, it is important to keep in mind that other factors
such as the prevalence of job opportunities in Aboriginal commuratesplay alarge
role. In other words, one should not conclude thahada canecessarilyealizethe
benefits ofAboriginal labour force and employmegrowth found in scenario By
focusing on education alone.

ii. Nation al Projections z All Aboriginal People

This reportestimats that the Aboriginal labour foraeill increase from 564,515
in 2006 toa range of 751,711 ¢enario A to 885,283 (senarioC) in 2026 Summary
Table17).* Likewise, the total numbef employedAboriginal peoplés projectedto
increase from 477,77 a range 0633,629 (scenario Ap 824,978 (scenario)CUnder
all threescenariosthe Aboriginal share of labour force amghployment growth far
surpasses their share of the working age populafithile the Aboriginakhare of
working age population growthetween 2006 and 2026only 7.4 per centhe
Aboriginal share of labour force gromtiver the same periad projected to be between
12.7 and 19.9 per ceanhdthe Aboriginal share of emplayent growth is projected to be
between 11.3 and 22.1 per cdntother wordseven if there is no fundamental
improvement in labour market outcomes for Amriginal populationthey demography
means thathey will account forma disproportionately largghareo f C a futuréd a 6 s
employment and labour forceayrth. Yet, it also suggest that if actions are taken to raise
their participation and employment rates, the benefits to the Canadian economy could be

131n general, the Aboriginal participation and employment rates of the oldest age group (75+) are higher than non
Aboriginal rates. This is caused in part by high rates of poverty among elderly Aboriginal people which forces them to
continue working past #ir desired retirement age. High participation rates among elderly Aboriginal people may also
reflect a dedication to traditional Aboriginal activities such as hunting and fishing.

14 The Aboriginal employment and labour force estimates for 2006 wereaigididy applying the 2006 Aboriginal
employment and participation rates (from the 2006 census) to adjusted Aboriginal populationSwunmsiy Table

1) for each identity group. Using adjusted counts instead of unadjusted counts increases the weight of the North
American Indian population which has lower participation and employment rates than the aggregate Aboriginal
population. Thus, the Aboriginal gaiipation and employment rates found in this report are respectively 0.9 and 0.6
percentage points lower than those found in the 2006 Census tabulations based on unadjusted counts.






