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1. Importance of Infrastructure
A How to classify infrastructure
A Who invests in infrastructure

2. Long-term Trends in Infrastructure Investments
3. Productivity and Infrastructure
4. Examination of Recent Experience
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A The August 2003 black out in the North-eastern
United States and Ontario saw the temporary
collapse of the power distribution infrastructure

A Exports, Imports, Manufacturing and Total GDP
were all affected
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Effect of the August 2003 Blackout
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A Discussions of infrastructure rarely start with a
straightforward definition of what infrastructure is
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A Traditionally defined in a military context

. the subordinate parts of an undertaking;
substructure, foundation; spec. the permanent
Installations forming a basis for military operations, as
airfields, naval bases, training establishments, etc.

A Oxford English Dictionary

A With the growth in studies of economic development in
the 1950s, economists focused extensively on the area
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A Generally, most discussions begin with a
description of what infrastructure does:
A It supports economic growth
A It enhances quality of life
A It is important for national security
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Infrastructure: What is it?

A We define infrastructure based on its economic
characteristics

A The key characteristics stem from the fixed nature of
Infrastructure assets:
A Long-lived assets
A Creation involves a considerable gestation period
A Few, if any, substitutes

A Limited ability to hold inventories so that supply disruptions are
iImmediately realized

A Complementary to other factors of production
A Provide a stream of services over different states of nature i
acts as a real option to mitigate risk
A Economic theory of contracts tell us these characteristics
lead to contractual problems
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Infrastructure: What is it?

A Investment as measured by Statistics Canada is
classified into 3 broad areas: M&E, Buildings
and Engineering Structures

A M&E: generally housed in structures and can be
removed without substantially altering those
structures

A Buildings: free standing structures involve many of
the characteristics of infrastructure

A Engineering works: assets like dams, transmission
systems, bridges, roads, water, sewer, pipelines,
power, transport, and communication systems
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Infrastructure: What is it?

A Of these assets, engineering structures are the
most closely aligned with our definition of
Infrastructure

A But, are engineering assets the only
Infrastructure assets?

A No: Infrastructure assets include a broader set of
assets that have the properties discussedd and
Statistics Canada provides measures of two
classeso buildings and engineering that cover
the relevant groups.
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A Classifications by Functional category.
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Transportation

Communications

Energy Generation and Distribution
Waste, Water and Sewage
Recreation, Culture and Education
Health and Social Protection
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A Classification by Industry:
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A Public Industries
A Public Sector, Education , Health and Social Services

A Utilities
A Transportation
A Air, Rail, Water, Truck, Transit, Pipeline

A Communications
A Postal, Couriers, Telecommunications
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Share of capital, by ¢ty , of i ndustryo:
Engineering Building Machinery an
construction construction equipmer

percent

Economy average T\ N
2002 ( 30.3) ( 39.9 29.¢
Public administration
2002 42.3 46.0 11.7
Transportation
2002 29.2 13.6 57.2
Communications
2002 34.0 13.2 52.¢
Electricity
2002 69.3 4.0 26.¢
Waste, water and sewage, and energy
distribution
2002 87.7 3.4 8.C
Agriculture
2002 24.5 31.3 442
Mining
2002 79.6 4.8 15.€
Note: The tabul@gons were performed by the Miceconomic Analysis Division of Statistics Canada.
Source: Statistics Canada, Investment and Capital Stock Division
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A Total capital, as percent of gross domestic product, in current
prices
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Public administration capital, as percent of gross domestic
product, in current prices
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