A brief history of infrastructure In
Canada, 1870-2015



Infrastructure broadly defined

* The basic physical and organizational
structures and facilities (e.g. buildings,
roads, power supplies) needed for the
operation of a society or enterprise:

 ‘the social and economic infrastructure of a
country’

» http://www.oxforddictionaries.com/definition/engli
sh/infrastructure



http://www.oxforddictionaries.com/definition/english/infrastructure
http://www.oxforddictionaries.com/definition/english/infrastructure

Infrastructure more narrowly defined in the
economic and policy literatures

e Large capital intensive natural monopolies such as
highways, other transportation facilities, water and
sewer lines, communication systems often publicly

owned

— Or

* The tangible capital stock owned by the public
sector

— Edward Gramlich (1994) “Infrastructure Investment: A Review Essay”, Journal of Economic Literature XXXII




What do we know about public
Infrastructure capital stocks?

« Since 1961, over 75% has been provincial and local infrastructure

— By 2002 over 90%

» local share rising from 30% to 50%, provincial declining from 45% to 42%, and federal share declining
from 25% to 7%

 What is in the public capital stock has been consistent over 1961-2002. In 2002:






Value of public infrastructure stock per capita
falling since 1979
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History tells us that focusing on publicly
owned Infrastructure may be misleading...

e Or not the full picture
— It's mostly telling us about highways, roads and sewers
— It's reflective of investments with localized benefits, often non-



Some themes over history

* Infrastructure supported by Federal Government historically:

— Reflects the standard argument for Federal involvment in infrastructure which is ‘benefit spillovers
(Gramlich 1994, 1190)

» Citizens outside of the jurisdiction expected to receive some of the benefits of the investment

* Built ahead of demand in the first phase:

— to open up hinterland to economic activity to provide producers access to international markets
» Railways, canals, roads and pipelines
— Prairie settlement, ports, northern development

e Research facilities to turn resources into reserves

« Connecting and filling in in the second stage

— to encourage integration of regional economies

* Communications, road networks, broadcasting

— Postal service, radio, TV



Infrastructure supported by provincial
governments and local governments

» Greater retention of wealth from exports from
competitive transportation services

— Churchill railway
« Attract capital to local economy

e Improve amenity value of locale

 Removal of disamenity eg. Sewage/waste/garbage



Technical innovation in transportation and
communication triggers “lumpy investment”

* \Wagon Roads to Canals to Rail to Asphalt

— Telegraph to telephone to fibre optic
cable and the internet

e Radio, television, internet



1945 to 1965, Rail abandonment and highway construction
(From plate 85 Economic Atlas of Ontario, 1969)
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Lumpy investments -- what was being built
and when?

« Alot of building 1881-1913, 1945-1965

— A lot of building when
» EXxpectations for the economy are high
* With technologies, modalities
« With new resource developments

« With strong growth and flush government budgets and
access to capital markets

— Gramlich (1994) — infrastructure investment greatest when there is
high economic growth, as opposed to the other causality.
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INTERESTING “"FACTS”
BUT SO WHAT?
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Current issue: Is investment In
Infrastructure in Canada sufficient?

 Comparing rates of investment of today to that of the past

* The problem of “lumpy investments” “ahead of demand”:
* many infrastructure projects are front end loaded in the development process
— The issues may be more the spatial and the “vintage” of infrastructure:

* Investment based on on historical needs and historical expectations of needs today

— (Winnipeg did not become bigger than Chicago; technical change alters the type of wires we need for






The problems of publicly owned infrastructure are the



