Cce The Centre for
Civic Engagement

V

Canada, It's Time to Reiln
In the "“Red Tape State”

Charles Lammam



This study was commissioned by the Centre for Civic
Engagement. The CCE is a non-partisan Canadian
charity dedicated to conducting original research on
public policy issues related to Canadian prosperity,
productivity, and national flourishing. The CCE'’s
research informs an active program of policy seminars,
events, conferences, and lectures all aimed at
providing the policy making community with actionable
insights that encourage informed decision making on
issues that matter to Canadians.

Cce The Centre for
Civic Engagement




Introduction

Pierre Poilievre's recent Toronto speech' revealed a surprising area of common ground with PM Mark Carney
on responding to Trump tariffs and geopolitical uncertainty: Canada must focus on what it can control.?

The same day Poilievre delivered his speech, Dominic LeBlanc, the federal Liberal minister responsible
for freeing internal trade, was across town making a similar point, where he bemoaned? “the bureaucratic
system that gets heavier and heavier” and stands in the way of economic growth.

Regulatory reform is one area of domestic control where both parties acknowledge there’s a problem.
Canada’s regulatory burden hurts productivity, deters investment, inflates prices, and protects
incumbents—and it does all of this independently of anything Donald Trump does. We have built

a "red tape state” that compounds costs and drives capital away.

This burden has accumulated over decades, across governments of all stripes, and now touches nearly
every corner of the economy. The scale of the problem is best illustrated by the Carney government’s
own actions. In a remarkable break from its predecessor, it has reversed several* Trudeau-era regulatory
policies, scrapping mandates, repealing environmental rules, and cancelling levies. When a Liberal
government governs on deregulation, the diagnosis writes itself.

Red tape reform is an underused antidote to Canada's sputtering economy. It's a low-cost, high-impact
policy tool. This study examines how Canada built a red tape state that inhibits its own growth and what
it would take to change it.
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Not All Regulations Are Equal

Some regulation serves legitimate purposes like protecting consumers from fraud, setting environmental
standards that the market wouldn't voluntarily adopt, ensuring food and drug safety, and maintaining
financial system stability. The problem isn't this regulation; it's the accumulation of unnecessary,
duplicative, and disproportionate rules. It's the regulations that impose costs exceeding any plausible
benefit, that exist primarily to protect incumbents from competition, or that have outlived whatever
purpose they once served, causing immense compliance burdens and economic dislocation. These are
the “silent killers”® of competitiveness.

That distinction matters because critics often blur the two, claiming that any effort to streamline rules will
undermine public safety. Experience in reformed jurisdictions—British Columbia,® the UK,” Australia,® and
New Zealand®—shows otherwise. When governments pare back unnecessary requirements and focus on
what truly matters, both businesses and the public benefit. And regulators can devote more attention to
the rules that genuinely protect people.

Another important distinction: a count of regulatory requirements can be a useful proxy, but it can
mislead when the burden is disproportionate to the number. Regulations are not equal in their reach

or their cost. A single rule requiring that front-of-package nutrition symbols appear on food products
imposes one-time compliance costs on a defined group of manufacturers—costs that multiply every
time the requirement is revised, exempted, or reversed. A rule determining who may enter the wireless
telecommunications market shapes the monthly bills of millions of Canadians, indefinitely. Both count as
one regulation. The policy consequences are incomparable.

This is why volume tallies, while important, need to be read alongside whether regulations carry outsized
economic weight, and are those the ones drawing the most scrutiny? The regulations that levy the largest
costs—supply management tariffs that inflate every grocery bill, foreign ownership restrictions that keep
wireless prices high, zoning rules and permitting regimes that prevent supply and inflate development
costs and home prices—are far more durable. The beneficiaries tend to be concentrated and organized
while the costs are dispersed across millions of households.
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October 27, 2025, https://feconomics.td.com/ca-tax-and-regulation-silent-killer-of-competitiveness.

6 Laura Jones, “Cutting Red Tape in Canada: A Regulatory Reform Model for the United States?” Mercatus Research (2015).
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The Accumulation of Rules

The sheer volume of regulation has nonetheless become a problem. Statistics Canada documented

a 37 percent rise™ in federal regulatory restrictions between 2006 and 2021. This surge was directly
associated with a 1.7 percentage point decline in GDP growth, alongside drops in business investment,
productivity, employment, and the rate of new business formation.

Figure 1: Canada: Industrial Federal Regulations
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Source: Statistics Canada; Charles Lammam

And that's just federal. Ontario alone, according to a CFIB analysis," carries approximately 140,000
regulatory requirements, using a different methodology. Quebec is the province with the highest at
nearly 146,000.

9 Wulong Gu, Government of Canada, Regulatory Accumulation, Business Dynamism and Economic Growth in Canada, Analytical Studies
Branch Research Paper Series 1IFO019M, Ottawa, 2025, https://www150.statcan.gc.ca/n1/pub/11f0019m/11f0019mM2025002-eng.htm.
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Edition%29.pdf.
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Figure 2: Canada: Total Regulatory Requirements by Jurisdiction, 2025
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The cumulative burden is significant. The CFIB's latest estimate™ puts the total regulatory cost for small
business across all government levels at $51.5 billion in 2024—a 13.5 percent jump from 2020. Of that total,
$17.9 billion represents pure “red tape” attributable to unnecessary or duplicative compliance.

Businesses are burning through 768 million hours annually on regulatory paperwork, the equivalent of
roughly 394,000 full-time jobs. For the average business owner, that means losing 32 working days a year
to red tape alone. Small firms with fewer than five employees are hit hardest, paying over $10,200 per
employee in annual compliance costs, a burden that large corporations with dedicated legal departments
absorb far more easily. This disparity is precisely why large incumbents are often indifferent to a heavy
regulatory environment.

2 Laure-Anna Bomal and Marvin Cruz, Canada’s red tape report, (CFIB, 2025),
https://www.cfib-fcei.ca/hubfs/research/reports/2025/Canadas-Red-Tape-Report-2025.pdf.
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Paying Twice and the Hidden Tax
of Tax Compliance

And then there's the cost of simply figuring out what you owe. Canada’s tax system is complicated
by any standard.

The Income Tax Act has grown almost beyond comprehension. What occupied less than 10 pages®

when Parliament first enacted it in 1917 now runs to nearly 3,200% in its current consolidated form, and
that is without adjusting for font, page, and margin size. The regulatory footprint has expanded in step:

the Department of Finance®™® administers 2,054 tax-related regulatory requirements; the CRA administers'™®
a further 1,824.

The accumulating complexity diverts billions from productive activity while discouraging investment
and risk-taking. Personal income tax compliance alone is estimated at $4.2 billion” in 2022, a cost
separate from the taxes themselves. These are not productive expenditures. They require time and
energy navigating the system rather than creating value within it. These costs hurt lower income
Canadians and small businesses disproportionately, as they often don't have the resources or
knowledge to navigate the system. Ottawa’s move toward auto-filing for simple returns is a
welcome step, but it leaves the larger compliance burden entirely untouched.

Add to this a CRA that has grown® in size and assertiveness while becoming less reliable™ to deal with.
Frequent changes to tax rules, inconsistent interpretations, and a growing volume of audit activity have
created an environment where the rules of the game feel unclear, even to those trying to follow them.
For business owners and investors, this changes behaviour, delaying decisions and pushing capital to
jurisdictions where the rules are stable and the tax authority is not a source of operational risk.

B R.Easton Burns, “The Income War Tax Act 1917, Oscar Hudson & Company (1917).
% Income Tax Act 1985, c.], https://laws-lois.justice.gc.ca/PDF/I-3.3.pdf.
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6 Canada, Government of Canada, Administrative Burden Baseline, Canada Revenue Agency (CRA), Ottawa, 2025, https://www.canada.ca/en/
revenue-agency/programs/about-canada-revenue-agency-cra/acts-regulations/administrative-burden-baseline-update.html.

7 Frangois Vaillancourt and Nathaniel Li, “Personal Income Tax Compliance for Canadians,” Fraser Institute (2024).

8 Kim Moody, “CRA keeps messing up despite an increased headcount and bigger budget,” Financial Post, July 15, 2025,
https://financialpost.com/personal-finance/taxes/cra-keeps-messing-up-despite-increased-budget-headcount.
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An Oligopolistic Economy by Design

Canada’s concentrated industries—telecom, banking, air travel, dairy, eggs, and poultry—share a common
feature: their market structure is engineered through government regulatory policy. According to one
estimate, over 20 percent® of Canadian economic activity is shielded from competition as a matter

of deliberate policy choice. The OECD has repeatedly noted? that restrictions on services trade remain
high in network sectors, hindering dynamism and innovation.

Foreign ownership restrictions written into the Telecommunications Act?*? and Broadcasting Act have
blocked the entry of foreign capital that might challenge Bell, Rogers, and Telus—a trio that controls

87 percent? of wireless subscribers. The average Canadian telecom bill is nearly $70 per month?* as of
2023, compared to roughly $44 in Australia—a country of comparable geography and population density.

Banking's Big Five, protected by the Bank Act’s ownership caps and the high capital requirements of entry,
impose an estimated $8.5 billion? in excess annual fees (roughly $250 per adult) compared to more
competitive markets like the United Kingdom.

Air travel follows the same pattern. The Canada Transportation Act restricts domestic routes to Canadian-
majority-owned carriers and prohibits foreign airlines from competing on flights between Canadian cities,

a practice known as cabotage. Foreign ownership was capped at 25 percent until 2018; it now sits at

49 percent, but cabotage remains untouched. The Competition Bureau has called? for reform, finding

the status quo results in fewer choices and higher prices for Canadians. Air Canada and WestJet dominate
a market that policy built for them.

Supply management in dairy, eggs, and poultry enforces over-quota tariffs of 200 to 300 percent,? costing
Canadian households an estimated $500 per year in dairy prices.?® This burden falls hardest on low-income
families. As one professor put it?®: “On one hand, [elected officials] talk about food affordability, and on the
other hand, they have a government-sanctioned cartel in staple foods.” In early 2025, Canada imposed a
245 percent tariff*° on British cheese, a move that helped derail trade talks with the UK. These are taxes
governments impose on Canadians to protect a domestic industry at the expense of domestic consumers.

20 Vincent Geloso, “Canada still needs to open up to competition,” Fraser Institute, 2024,
https://www.fraserinstitute.org/sites/default/files/canada-still-needs-to-open-up-to-competition.pdf

2 OECD, OECD Economic Surveys: Canada 2025 (OECD Publishing), 2025, https://www.oecd.org/content/dam/oecd/en/publications/
reports/2025/05/oecd-economic-surveys-canada-2025_eel8a269/28f9e02c-en.pdf.

22 Calvin Goldman, Larry Schwartz and Richard Taylor, “How Outdated Foreign Ownership Rules Hurt Competition in Telecom and Other
Sectors,” C.D. Howe Institute, March 10, 2023,
https://cdhowe.org/publication/goldman-schwartz-taylor-how-outdated-foreign-ownership-rules-hurt-competition/.

2 David Berman, “Consumers may grumble, but these oligopolies are great for investors,” The Globe and Mail, March 29, 2024,
https://www.theglobeandmail.com/investing/markets/inside-the-market/article-canadas-best-oligopolies-the-top-stocks/.

24 Keldon Bester, “The other sovereignty threat,” Corporate Knights, June 18, 2025,
https://corporateknights.com/leadership/monopolies-oligopolies-canada-sovereignty-threat/.
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2 Canada, Government of Canada, Cleared for take-off: Elevating airline competition, Competition Bureau of Canada, Ottawa, 2025, https://competition-
bureau.canada.ca/en/how-we-foster-competition/education-and-outreach/publications/cleared-take-elevating-airline-competition.

27 Leonard Polzin, “U.S.-Canada Dairy Trade Dispute: Quotas, Trade Flows, and Economic Impacts,” University of Wisconsin-Madison,
https://farms.extension.wisc.edu/articles/u-s-canada-dairy-trade-dispute-quotas-trade-flows-and-economic-impacts/.
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2 Nojoud Al Mallees, “Supply management a ‘sacred cow,” but politicians want more competition,” Global News, March 13, 2024,
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30 Trevor Tombe, “Is Canada betting too much on the U.S.?” The Hub Canada, February 8, 2024,
https://thehub.ca/2024/02/08/trevor-tombe-canada-is-betting-big-on-america-will-it-come-back-to-bite-us/.
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Regulations Impacting Everyday Life

Canadians encounter the cost of bad regulation at the grocery store, on their utility bills, and most acutely
when they buy a home.

Canada’s own import barriers impose a tax on everyday essentials. Agricultural imports face an
average tariff of nearly 15 percent, dairy imports over 243 percent, and imported clothing 16.5 percent.
Trevor Tombe has calculated® that these self-imposed levies cost the average Canadian family around
$230 annually, and for one in ten families, more than $500.

Canada is now the food inflation capital®? of the G7. Grocery prices rose 6.2 percent last year—double the
US rate, triple that of France and Germany. This is despite the US pursuing far more aggressive tariffs on
imported goods. Sylvain Charlebois, a food policy expert, identifies®® one of the causes as a complex and
costly regulatory environment: labelling requirements, administrative compliance burdens, interprovincial
trade barriers, and layers of taxation embedded throughout the supply chain. Each factor, taken alone,
might appear marginal. Collectively, they “systematically increase the cost of doing business in Canada—
and those costs inevitably flow through to consumers.”

Canada'’s bilingual labelling rules demonstrate how regulatory compliance costs accumulate invisibly.
Under the Consumer Packaging and Labelling Act, virtually every consumer prepackaged product sold

in Canada must display®* mandatory information—product name, net quantity, nutritional information,
ingredients—in both English and French, with equal prominence. Quebec adds more layers® of French
priority. For a domestic small business expanding within Canada, or for a foreign producer entering
Canada, this means Canada-specific packaging: separate print runs, translation costs, and label redesigns,
requiring layout changes across entire product lines. If international producers don't bother, that means
fewer products on Canadian shelves, less competition, and higher prices.

Then there is housing, one of Canada’s most visible affordability challenges and one where government-
imposed costs are enormous, setting aside the demand-side pressures from immigration entirely. In
Ontario, government charges account for 31 percent®® of new home prices. Development charges—fees
municipalities levy on new construction, ostensibly to pay for infrastructure—have become a vehicle for
cost-shifting on a remarkable scale. In Toronto, development charges on a single-detached home rose
993 percent®” from $12,910 in 2010 to $141,139 in 2024. Development charges now add more than

3 lbid.

32 Sylvain Charlebois, “How Canada Became the Food Inflation Capital of the G7,” Agri-Food Analytics Lab, Dalhousie University Substack,
January 19, 2026, https://agrifoodanalyticslab.substack.com/p/how-canada-became-the-food-inflation.

3% Sylvain Charlebois, “The high cost of doing food business in Canada,” castanet.ca, February 22, 2026,
https://www.castanet.net/news/Writer-s-Bloc/600065/Charlebois-The-high-cost-of-doing-food-business-in-Canada.

34 “Canadian language laws: Understanding bilingual regulations,” BLG, September 2, 2025,
https://www.blg.com/en/insights/perspectives/doing-business-in-canada/canadian-language-laws.

3 Lorraine Pinsent, “Quebec’s new legal requirements relating to packaging and signage,” MLT Aikins, May 2, 2025,
https://www.mltaikins.com/insights/quebecs-new-legal-requirements-relating-to-packaging-and-signage/.

36 Richard Lyall, “Residential Report: Development charges are out of control as housing crisis teeters on the edge of a cliff,”

Daily Commercial News, October 18, 2024, https://canada.constructconnect.com/dcn/news/government/2024/10/residential-report-
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$195,000% to the average new home price in Toronto. These costs do not appear on the purchase
agreement but are buried in the price, invisible to the buyer. One study found that government fees,
taxes, and charges on new GTA housing are three times higher® than in San Francisco, Miami, Boston,
New York City, Chicago, and Houston.

The hidden charges on new homes are only part of the story. Canada’s zoning regime actively prevents
homes from being built at all. In Toronto, developers face an average 25-month wait*® for municipal
planning approval, compared to 3.4 months in Edmonton and 4.2 months in Calgary. Much of the
country’s urban residential land remains exclusively zoned for single-detached homes, making the
“missing middle”—fourplexes, triplexes, townhomes—illegal across huge swaths of the cities where
housing demand is greatest. When residents can trigger public hearings and appeal zoning amendments,
adding months or years to approval timelines, the regulatory system is biased toward existing
homeowners and inaction. Canada is in a housing crisis partly of its own regulatory making.

Single-use plastic regulation for checkout bags, cutlery, and straws illustrates how regulatory proliferation
creates compliance challenges. Federal, provincial, and municipal governments have each enacted their
own plastic bans and restrictions, often with overlapping scope and inconsistent rules. A grocery chain
operating across Alberta was permitted* to provide plastic checkout bags in most of the province but
not in the municipalities of Fort McMurray, Devon, or Wetaskiwin. A business operating nationally must
navigate the federal Single-use Plastics Prohibition Regulations, plus each province’s own regime, plus
any local by-laws that go further still. British Columbia bans compostable plastic bags as of July 2024.
Vancouver has a separate fee structure for paper bags. Montreal bans eight specific items. Although the
federal regulations were struck down by a Federal Court in 2023, the Federal Court of Appeal overturned*?
that decision in early 2026, reinstating the federal regulatory framework. Despite this legal clarity,
businesses must still navigate conflicting provincial and local rules.

There may be a legitimate case for reducing plastic waste. But the regulatory logic is questionable:
lifecycle research” finds that plastic alternatives such as paper bags typically generate higher
greenhouse gas emissions than the products they replace, and research from comparable
jurisdictions finds that roughly 30 percent** of plastic reduction was offset by consumers
switching to heavier unregulated alternatives.

38 CHBA, “Development charges: What they are and why Canada needs alternatives,” Canadian Home Builders’ Association, April 4, 2025,
https://affordability.ca/development-charges-what-they-are-and-why-canada-needs-alternatives/.
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https://building.ca/feature/cash-cow-government-taxes-and-fees-on-new-housing/.

40 Altus Group, Municipal Benchmarking 2024 Study (Canadian Home Builders Association, 2025),
https://www.chba.ca/wp-content/uploads/2025/03/chba-municipal-benchmarking-study-3rd-edition-2024.pdf.

4 "Closing the gaps: Single-use plastic regulations, recycling and labelling rules in Canada,” BLG, February 7, 2023,
https://www.blg.com/en/insights/2023/02/closing-the-gaps-single-use-plastic-regulations-recycling-and-labelling-rules-in-canada.

42 Julie Dabrusin, “Statement by the Honourable Julie Dabrusin, Minister of the Environment, Climate Change and Nature, on the Federal Court
of Appeal’s decision regarding the listing of plastic manufactured items under the Canadian Environmental Protection Act,” Statement,
January 30, 2026, https://www.canada.ca/en/environment-climate-change/news/2026/01/statement-by-the-honourable-julie-dabrusin-
minister-of-the-environment-climate-change-and-nature-on-the-federal-court-of-appeals-decision-regarding.html.

4 Fanran Meng, Miguel Brandao and Jonathan M. Cullen, “Replacing Plastics with Alternatives Is Worse for Greenhouse Gas Emissions in Most
Cases,” Environ Sci Technol. 58, no. 6 (2024): 2716—2727.

4 Rebecca L.C. Taylor, “Bag leakage: The effect of disposable carryout bag regulations on unregulated bags,” Journal of Environmental
Economics and Management 93 (2019): 254-271.
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Other everyday examples accumulate quickly. Provincial liquor boards mark up alcohol by 50 to

100 percent* through monopoly retail before the product reaches a consumer. Interprovincial alcohol
shipment restrictions long made it illegal to carry a case of wine across a provincial border, and

while bilateral deals are now emerging,* liberalization remains piecemeal. Vehicle safety inspection
requirements vary by province and in some jurisdictions impose significant costs on car owners with

no clear evidence of improved road safety outcomes. CRTC CanCon levies are embedded in every cable
and streaming bill. In each case, the regulation has defenders and a rationale.

This is what a comprehensively regulated economy looks like. A surcharge here, a compliance requirement
there, a fee that gets buried in the price of a home, grocery bill, or phone plan. Collectively, they amount
to a system that extracts steadily from every Canadian household, yet the question of whether the cost

is proportionate to the benefit rarely gets asked.

4 MarkH, “Liquor Markups are the Shackles that are Impeding Canadian Wine Businesses,” WineLaw.ca, July 5, 2025,
https://www.winelaw.ca/2025/07/07/liquor-markups-are-the-shackles-that-are-impeding-canadian-wine-businesses/.

46 Office of the Premier, “Ontario and Nova Scotia Sign Historic Direct-to-Consumer Alcohol Agreement,” News release, March 2, 2026,
https://news.ontario.ca/en/release/1007105/ontario-and-nova-scotia-sign-historic-direct-to-consumer-alcohol-agreement.
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Projects Blocked by
Development Regulations

Regulatory uncertainty slows and sometimes kills investment entirely. The Impact Assessment Act—derided
by critics as the ‘No More Pipelines Act’'—was partly struck down?*” by the Supreme Court of Canada in
October 2023 as an unconstitutional intrusion into provincial jurisdiction. The uncertainty shelved projects
for years while the constitutional question wound through the courts. Capital is mobile; investors who
cannot get a clear answer simply go elsewhere.

The average lead time for mining projects has nearly tripled* over the past three decades. Projects that
became operational between 2020 and 2024 took an average of 17.8 years from discovery to production,
compared to roughly six years for mines that opened in the 1990s. This compares to seven years in
Australia.*® General construction permits took nearly 250 days® in Canada (as of 2020)—approximately
three times longer than in the United States and among the longest in the developed world. Every project
that never gets built is a prosperity boost that never materializes.

The Carney government’s Major Projects Office® promises to reduce federal timelines to two years for
projects of “national interest” through a “one project, one process, one decision”? model. Ontario has
moved in the same direction.5® But federally, designation requires Cabinet referral® through an opaque
process®® without published criteria. Carney himself cautioned®® that referral “does not mean the project
is approved.” Smaller projects, independent operators, and anything outside the political spotlight get no
such guarantee. Selective acceleration is Cabinet discretion dressed up as reform.

The same logic applies to the government’s proposed regulatory sandbox®’ provisions in Bill C-15, which would
give ministers the power to exempt specific companies from non-criminal federal laws in the name of innovation
and competitiveness. The idea has merit in principle; testing regulatory alternatives before committing to them
is sensible. But selective exemptions for named parties, chosen by Cabinet without structural reform to the
underlying rules, is a pattern Canada should be moving away from, not enshrining in legislation.

47 Reference re Impact Assessment Act [2023] 40195, 2023 SCC 23, https://www.scc-csc.ca/judgments-jugements/cb/2023/40195/.

48 Paul Manalo, “From 6 years to 18 years: The increasing trend of mine lead times,” S&P Global, April 11, 2025,
https://www.spglobal.com/market-intelligence/en/news-insights/research/from-6years-to-18years-the-increasing-trend-of-mine-lead-times.

49 RBC Economics, “$600 Billion in Planned Resource Projects is Riding on Canada’s Project-Review Overhaul,” RBC, June 5, 2019,
https://www.rbc.com/en/economics/canadian-analysis/featured-analysis/insights/600-billion-in-planned-resource-projects-is-riding-on-
canadas-project-review-overhaul/.

50 Carl Farah, “Supercharging Canada’s Construction Permitting Woes,” Global Regulation Tomorrow, November 8, 2022,
https://www.regulationtomorrow.com/2022/11/supercharging-canadas-construction-permitting-woes/# _ftn2.

5 Canada, Government of Canada, Major Projects Office, Ottawa, 2026, https://www.canada.ca/en/privy-council/major-projects-office.ntml.

52 The Canadian Press, “Ontario, Ottawa agree to speed up project approvals, including Ring of Fire mining,” Daily Commerical News,
December 18, 2025, https://canada.constructconnect.com/dcn/news/projects/2025/12/ontario-ottawa-agree-to-speed-up-project-
approvals-including-ring-of-fire-mining.

58 “Ontario Implements “One Project, One Process” to Build Mines Faster,” News release, October 17, 2025,
https://news.ontario.ca/en/release/1006621/ontario-implements-one-project-one-process-to-build-mines-faster.

5 “Prime Minister Carney announces first projects to be reviewed by the new Major Projects Office,” Press release, September 11, 2025,
https://www.pm.gc.ca/en/news/news-releases/2025/09/11/prime-minister-carney-announces-first-projects-be-reviewed-new.
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a

Robert B. Gibson, “Decision-making on national interest projects demands openness and rigour,” The Conversation, September 10, 2025,
https://theconversation.com/decision-making-on-national-interest-projects-demands-openness-and-rigour-264755.

56 Catharine Tunney, “What will the federal government’s Major Projects Office do — and will it succeed?” CBC News, November 14, 2025,
https://www.cbc.ca/news/politics/major-projects-office-carney-9.6979717.

57 Craig Lord, “Liberals accept Conservative budget amendments on ‘regulatory sandboxes,” National Newswatch, February 23, 2026,
https://nationalnewswatch.com/2026/02/23/liberals-accept-conservative-budget-amendments-on-regulatory-sandboxes.
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A Patchwork of Professional Licensing

Less visible than grocery prices are Canada’s provincial professional licensing regimes. Each province
maintains its own regulatory bodies. Ontario alone has roughly 40, covering more than 100 professions
and trades.®® The result is several hundred self-regulatory organizations nationwide, each holding

a state-conferred monopoly over who may practice and on what terms.

While often well-intentioned, the economic cost can be significant. Qualified professionals licensed in one
province routinely face months of additional requirements before they can work in another. Internationally
trained professionals can encounter duplicative testing, Canadian experience requirements (although this
is changing)®, and re-qualification processes that sideline skills Canada urgently needs. Progress toward
mutual recognition is underway®® but remains incomplete. The system fragments® the labour market,
leaving qualified people idle and employers underserved.

% Government of Ontario, “Work in your profession or trade,” https://www.ontario.ca/page/work-your-profession-or-trade.

% “Ontario To Ban Requirements for Canadian Work Experience in Job Postings,” News release, November 9, 2023, h
ttps://news.ontario.ca/en/release/1003798/ontario-to-ban-requirements-for-canadian-work-experience-in-job-postings.

50 Trevor Tombe, “One Canadian economy? Not quite yet,” The Hub Canada, November 27, 2025,
https://thehub.ca/2025/11/27/one-canadian-economy-not-quite-yet/.

8 International Monetary Fund, Canada - 2025 Article IV Consultation—Press Release and Staff Report (IMF Country Report No. 26/12, 2026),
https://www.imf.org/-/media/files/publications/cr/2026/english/ilcanea2026001.pdf.
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Financial Regulation and
Fragmented Capital Markets

Capital markets show similar fragmentation. Canada has 13 separate provincial and territorial securities
regulators, each with its own legislation, rules, and compliance requirements. Ontario—home to the
TSX and the country’s largest capital market—does not fully participate in the CSA passport system,®?
meaning firms seeking national reach must satisfy Ontario’s requirements separately from every other
jurisdiction. The United States has one SEC. The United Kingdom has one FCA. Australia has one ASIC.
Canada has thirteen.

The financial sector offers another variant of the same issues favouring incumbents. Banking is among
Canada’s most heavily regulated industries. A single bank answers®® to OSFI for prudential oversight, the
Department of Finance for legislative compliance, the Financial Consumer Agency of Canada for consumer
protection, CDIC for deposit insurance, FINTRAC for anti-money laundering—and in some cases provincial
overseers and securities regulators.

Foreign ownership restrictions limit competition, the Bank Act constrains new entrants, and OSFl's
prudential rules, while serving legitimate stability purposes, have the secondary effect of protecting
incumbents. In January 2026, the Competition Bureau launched a market study® into SME financing,
examining how banking concentration raises borrowing costs for small businesses, a gap wider between
large firms in Canada than in most OECD countries.

OSFI has signalled awareness of the entry problem. A targeted fast-track approvals framework®
launching in June 2026 will offer credit unions and fintech entrants a faster, more predictable path to
federal licensing. It is a welcome step but it applies only to two categories of new entrant and explicitly
leaves everyone else on the existing process.

The pattern of belated, incremental reform extends to open banking®®: after many years, Canada is finally
targeting a consumer-driven banking framework in 2026% —years after the UK and Australia—with full
payment functionality not expected until mid-2027.

62 “Regulatory Cooperation,” Canadian Securities Administrators, https://www.securities-administrators.ca/about/regulatory-cooperation/.

[}

@

Business Council of Canada, Stifled by Red Tape (Business Council of Canada, 2025),
https://www.thebusinesscouncil.ca/wp-content/uploads/2025/09/Stifled-by-red-tape_EN.pdf.

64 Competition Bureau Canada, “Competition Bureau launches study of competition in the financing of Canada’s small and medium-sized
enterprises,” News release. January 12, 2026, https://www.canada.ca/en/competition-bureau/news/2026/01/competition-bureau-launches-
study-of-competition-in-the-financing-of-canadas-small-and-medium-sized-enterprises.html.
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Office of the Superintendent of Financial Institutions, Government of Canada, Streamlined Approvals Framework for Targeted New Entrants,
https://www.osfi-bsif.gc.ca/en/data-forms/applications-approvals/streamlined-approvals-framework-targeted-new-entrants.

6

3

Canada, Government of Canada, Budget 2025: Canada’s Consumer-Driven Banking Framework, Department of Finance Canada, Ottawa, 2025,
https://www.canada.ca/en/department-finance/programs/financial-sector-policy/open-banking-implementation/budget-2025-canadas-
framework-for-consumer-driven-banking.html.

87 Eric Saumure, “Canada needs an open finance roadmap, not just open banking,” Policy Options, December 5, 2025,
https://policyoptions.irpp.org/2025/12/open-finance/.
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Environmental Regulation on
Top of Environmental Taxes

The environmental regulatory file is where the Trudeau-era'’s regulatory accumulation was particularly
pronounced. The government’s layering of command-and-control mandates on top of a market-based
carbon price defeated the purpose of that instrument. Prof. Ross McKitrick has spent years making this
argument®®: for a carbon price to be economically coherent, the other regulatory boulders in the road
need to come out first.

Instead, the Trudeau government layered an increasing carbon tax on top of an expanding pile of sector-
specific mandates: a proposed oil and gas emissions cap, Clean Fuel Regulation, coal phase-out for
electricity generation, building energy efficiency standards, natural gas generation performance mandates,
Clean Electricity Regulations imposing emissions standards on provincial grids, a regulatory environment
that stalled or killed nearly every proposed LNG export facility, motor vehicle fuel economy standards,

a fertilizer emissions reduction target, and EV sales mandates. The result was the worst of both worlds:

a carbon tax that raised costs and a parallel regulatory regime that independently restricted supply,
raised prices, and blocked development.

When Carney described the Trudeau government’s oil and gas emissions cap as providing “marginal

value in reducing emissions,”®® he was implicitly acknowledging that Canada had accumulated so much
regulation the system was working against its own stated goals. He has since scrapped the consumer
carbon tax, repealed the EV mandate, suspended the Clean Electricity Regulations, and replaced the hard
emissions cap with a carbon capture approach. These are meaningful reversals but many of the underlying
command-and-control regulations that blocked energy investment remain in place.

58 Ross MckKitrick, “Economists miss the point about the carbon tax revolt,” Fraser Institute, April 2, 2024,
https://www.fraserinstitute.org/commentary/economists-miss-point-about-carbon-tax-revolt.

8 David Thurton, “Goodbye oil and gas cap? Ottawa signals it's gone, with some caveats,” CBC News, November 4, 2025,
https://www.cbc.ca/news/politics/oil-and-gas-cap-budget-9.6966588.
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What the International Rankings Say

According to the World Bank’s latest Business Ready’® assessment of 101 countries, Canada'’s regulatory
performance reveals a troubling gap. On public services and operational efficiency—measuring what
government delivers—Canada ranks 8th on both pillars. But on the regulatory framework pillar—measuring
the rules businesses must navigate—Canada falls to 33rd, well behind G7 peers the United States (5th)

and the United Kingdom (12th).

The gap is starker among OECD members. On regulation, Canada scores 71.80, placing us 24th among
29 OECD countries, behind not just the US and UK but Costa Rica, Israel, Belgium, Hungary, Colombia,
and Slovenia. The United States sits at 78.67. Canada is closer to the bottom of the OECD than the top.

Figure 3: World Bank’s Regulatory Framework Ranking OECD Countries, 2025
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7° World Bank, Business Ready 2025 (World Bank Group, 2025),
https://openknowledge.worldbank.org/server/api/core/bitstreams/77ab6e06-9934-435c-a84e-03a4c99bbe4d8/content.
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The OECD's Product Market Regulation indicators measure how conducive a country’s regulatory
framework is to investment and productivity-enhancing” competition, covering a variety of barriers.
Canada’s overall standing has deteriorated’ from 10th in 1998 to 26th in 2023. Matthew Chiasson points
to” specific areas where Canada lags: administrative burden (32nd), licensing (36th), foreign investment
openness (40th), public procurement (39th), and governance of state-owned enterprises (40th).

Figure 4: Canada: Ranking on the OECD’'s Product Market Regulation
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Source: Matthew Chiasson; Charles Lammam

7' Aled ab lorwerth and Carlos Rosell, “The Gains from More Competitive Regulation Settings in Canada,” International Productivity Monitor,
Centre for the Study of Living Standards 34 (2018): 3-20.

72 Matthew Chiasson, “Canada is stuck in a growth rut, but competition can get us out: Hunter Prize 2025,” The Hub Canada,
November 28, 2025, https://thehub.ca/2025/11/28/canada-is-stuck-in-a-growth-rut-but-competition-can-get-us-out/.

 lbid.
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The OECD specifically measures the regulatory competitiveness of certain professions. On a scale from
zero (most competitive) to six (least), Canada’s scores for architects, civil engineers, and real estate
agents all sit well above OECD averages, ranking in the bottom quarter among 38 countries. These are
professions that sit at the heart of Canada’s housing, infrastructure, and construction challenges.

Figure 5: Canada: Score & Ranking on OECD’s Index of Professional Regulation
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Source: OECD; Charles Lammam

The OECD'’s FDI Regulatory Restrictiveness Index’ measures the extent to which countries limit foreign
ownership and control across sectors of their economy, from equity caps and screening mechanisms

to operational restrictions on foreign-owned firms. Canada scores 0.150, the highest in the G7 by a wide
margin and three times the OECD country average of 0.050. By this measure, Canada is the most hostile
country in the G7 to foreign investment. The OECD recently flagged’ that Canada is moving toward
greater restriction, noting that the Investment Canada Act now signals foreign acquisitions in critical
minerals will be approved only in exceptional circumstances, with national security concerns explicitly
weighted against incoming capital.

74 “OECD FDI Regulatory Restrictiveness Index - Scores (beta),” OECD Data Explorer,
https://data-explorer.oecd.org/vis?tm=restrictiveness&pg=0&snb=22&df[ds]=dsDisseminateFinalDMZ&df[id]=DSD_FDIRRI_SCORES%40DF _
FDIRRI_SCORES&df[ag]=OECD.DAF.INV&df[vs]=1.0&dq=USA%2BGBR%2BTUR%2BCHE%2BSWE%2BESP%2BSVN%2BSVK%2BPRT%2BPOL%2BNOR
%2BNZL%2BNLD%2BMEX%2BLUX%2BLTU%2BLVA%2BKOR%2BJPN%2BITA%2BISR%2BIRL%2BISL%2BHUN%2BGRC%2BDEU%2BFRA%2BFIN%
2BEST%2BDNK%2BCZE%2BCRI%2BCOL%2BCHL%2BCAN%2BBEL%2BAUT%2BAUS._T._T..&to[ TIME_PERIOD]=false&pd=2023%2C2023&vw=tb.

5 OECD, “OECD FDI Regulatory Restrictiveness Index 2024: Key findings and trends,” OECD Business and Finance Policy Papers, no. 93 (2025).
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The Full Weight of the State

Canada'’s regulatory story can't be told with red tape alone. Philip Cross mapped the full government
footprint in a 2014 study.”® Combining direct public spending (currently 45 percent of GDP7’), tax
expenditures, and the economic value of regulated industries, governments control or heavily direct
upward of two-thirds of the Canadian economy. This signals a heavily managed economy with a market
sector in the narrow spaces government leaves open.

Crown corporations illustrate the point starkly. Government business enterprises generated $210 billion®
in revenues in 2024, equivalent to 7 percent of GDP, spanning electricity generation and distribution,
alcohol retail across every province, postal delivery, broadcasting, auto insurance, and venture capital
finance. There are 47 federal”™ Crown corporations; Ontario alone maintains over 170 provincial agencies.
Unlike private competitors, these entities operate with government guarantees, captive markets, and
subsidized capital—conditions that crowd out private investment and eliminate the competitive discipline
that drives efficiency.

Red tape, Crown corporations, compliance burdens, and government-built moats are expressions of
the same underlying disposition toward managed rather than competitive economic life. Together, they
explain why Canada'’s economic sclerosis runs so deep. That's why the Bank of Canada®® has repeatedly
extolled® the benefits of competition.

76 Philip Cross, “Estimating the True Size of Government: Adjusting for Regulation,” Macdonald-Laurier Institute (2014).

77" Canada, Government of Canada, Fiscal Reference Tables, Department of Finance Canada, Ottawa, 2026,
https://www.canada.ca/en/department-finance/services/publications/fiscal-reference-tables.html.

78 Canada, Statistics Canada, Canadian government finance statistics for government business enterprises, by industry,
Data Table 10-10-0023-01, Ottawa, 2025, https://www150.statcan.gc.ca/tl/tbll/en/tv.action?pid=1010002301.

79 Crown corporation,” Wikipedia, https://en.wikipedia.org/wiki/Crown_corporation.

80 Carolyn Rogers, “Productivity’s competitive edge,” Press release, October 9, 2025,
https://www.bankofcanada.ca/2025/10/productivitys-competitive-edge/.

8 Nicolas Vincent, “Canada’s weak productivity: reversing course,” Press release, November 19, 2025,
https://www.bankofcanada.ca/2025/11/canadas-weak-productivity-reversing-course/.
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Reform is Possible

The reform playbook already exists. British Columbia cut over 40 percent®? of its regulatory requirements
starting in 2001 without compromising health, safety, or environmental outcomes—and saw measurable
improvements in business investment and economic dynamism. Alberta has sustained regulatory

reform through its Red Tape Reduction Act, earning top marks from the CFIB for two consecutive years.
Internationally, the OECD's latest economic outlook®® dedicated an entire chapter to the regulatory reset
imperative, citing New Zealand, the Netherlands, and the UK as models of proportionality-based reform
that improved both business conditions and regulatory quality.

The potential economic gains are large and well-documented. A Competition Bureau-commissioned study®*
analyzing 15 OECD countries over 25 years estimates that aligning Canada’s regulations in energy, transport, retail
distribution, and professional services with international best practices could boost GDP by 6.5 to 10 percent
over the long run. Meanwhile, the IMF estimates® that eliminating internal trade barriers—currently equivalent

to a 9.5 percent national tariff—could raise real GDP by roughly 7 percent, or $210 billion in today's dollars.

Figure 7: Canada: Real GDP Per Worker Gains
FROM ELIMINATING INTERNAL TRADE COSTS
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Source: IMF; Charles Lammam
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Budgeting,” Mercatus Center Working Papers (2021).

8 QECD, OECD Economic Outlook Volume 2025 Issue 2: Resilient Growth but with Increasing Fragilities (OECD Publishing, 2025),
https://www.oecd.org/content/dam/oecd/en/publications/reports/2025/12/oecd-economic-outlook-volume-2025-issue-2 _413f7d0a/9f653cal-en.pdf.

84 Competition Bureau Canada, “Study finds Canada could unlock major economic gains through stronger competition,” News release,
February 4, 2026, https://www.canada.ca/en/competition-bureau/news/2026/02/study-finds-canada-could-unlock-major-economic-gains-through-
stronger-competition.html?utm_campaign=cb-bc-social-media-25-26&utm_medium=smo&utm_source=Inkn&utm_content=pmr-en-260204.
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What Needs to Change

First, a genuine one-for-two rule: for every new regulation introduced, two must be removed, with
public reporting against measured targets. The existing one-for-one rule is a floor. Jurisdictions
that have improved their regulatory standing have done so through explicit stock reduction,

not just flow management.

Second, mandatory sunset reviews on a five-year cycle, with the burden of proof on regulators
to demonstrate that existing rules still serve their original purpose at proportionate cost.

Third, universal rather than selective project approval timelines. Every project meeting published criteria
should receive binding federal timelines, not just the ones Cabinet has chosen to accelerate. The Major
Projects Office is a step, but its discretionary structure means the most politically favoured projects

get the fastest approvals.

Fourth, full mutual recognition of goods and professionals across provinces on a fixed timeline. Ontario
and select provinces have advanced mutual recognition® on goods and services in December 2025
but the system remains fragmented. Canada could look to the Australian model® of the 1990s, where
subnational governments aligned on competitiveness as a shared priority and channelled federal
leadership into binding mutual recognition legislation rather than perpetual intergovernmental process.
Canada could also institutionalize an interprovincial barrier reduction commission with a permanent
mandate to identify, track, and eliminate remaining barriers. A commission enshrines political will

after Trump's tariff threats subside.

Fifth, a serious review of the most heavily regulated sectors asking whether the original regulatory
justifications still hold in 2026. Most of those rationales were formed in the mid-twentieth century.
Technological change has fundamentally altered the economics of natural monopoly, information
asymmetry, and cultural protection that once justified these structures.

8 “Ontario Taking Next Steps to Unlock Free Trade Within Canada,” News release, December 15, 2025,
https://news.ontario.ca/en/release/1006862/ontario-taking-next-steps-to-unlock-free-trade-within-canada.

8 Ryan Manucha, “Unlocking Canada’s Economy,” Macdonald-Laurier Institute (2025).
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Push Through the Open Window

Every regulation that imposes costs on the broader economy typically creates concentrated benefits for
a specific group. Those groups are organized, funded, and present at the table. The entrepreneurs who
never started and the investors who went elsewhere are often less visible.

That asymmetry is why the apparatus keeps growing despite successive promises to cut it back.

But the political calculus has shifted. External pressure—tariff threats, capital flight,® weak economic
performance, and the imperative to drive growth without adding to the debt—has turned red tape into
an economic imperative. The Carney government’s reversals and mutual recognition agreements
spreading across provinces signal that the window is open.

This reform doesn’t cost money. The political cost is real but so is the constituency for change.

88 Charles Lammam, “A trillion-dollar gap: 12 charts highlighting Canada’s capital flight crisis,” The Hub Canada, January 26, 2026,
https://thehub.ca/2026/01/26/a-trillion-dollar-gap-12-charts-highlighting-canadas-capital-flight-crisis/.
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