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“The Government of 
Canada has an opportunity 
to reform how it works 
with, and enables the 
social sector. By doing so, 
it will realize the potential 
of its recent investment 
in social finance; and form 
meaningful collaborations 
between the government 
and the social sector that 
will have lasting impacts on 
the lives of Canadians.”
Stephen Huddart, President and CEO, 
McConnell Foundation
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INTRODUCTION

The evidence suggests that charities and non-profits are operating in an increasingly complex, 
fragmented and constrained environment. A key challenge is that Canada’s federalist system has resulted 
in a fragmented legislative and regulatory framework for the sector. As a result, charities and non-profits 
struggle with a confusing and onerous patchwork of policy regimes, rules and regulations across the country.1

While the social sector is resilient and embraces 
innovative approaches, there are significant  
barriers that must be addressed at a systemic 
level. The sector is facing a sustainability 
challenge that, if left unchanged, will manifest 
as unmet needs in the community.2 It has been 
difficult to communicate the urgency of these 
issues to Canadians and develop public support 
for reform efforts.

The issue of modernizing the legislative and 
regulatory frameworks3 between the federal 
government and the social sector has been 
extensively discussed and studied by the sector. 
Yet, the frameworks have remained largely the 
same for decades despite significant changes 
in how the sector operates. The need for 
comprehensive review and modernization of 
the frameworks at a federal level and greater 
harmonization with the provinces remains urgent.

1 de March, T. (2017). “The Prevention of Harm Regulator” in 
McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The 
Inside Story. New York: Routledge.
2  Emmett, B. (2018). “Beyond Synergy: Charities Building the 
Future Canadians Want”. Toronto: Imagine Canada. Available at: 
http://www.imaginecanada.ca/sites/default/files/imaginecanada_
beyondsynergy_discussionpaper_feb2018_en.pdf.
3  Specifically, modernizing the Income Tax Act and Canada Not-
for-Profit Corporations Act.

However, a strict focus on regulatory reform 
alone is insufficient to address the pressures 
and challenges experienced by the sector. An 
enabling environment is needed – one where the 
government safeguards public interest, supports 
the sustainability of non-profits and charities, 
optimizes the policy landscape for innovation 

1
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and experimentation4, and coordinates effectively 
across government boundaries and structures 
to achieve the best possible outcomes for 
Canadians.

Creating an enabling environment requires a shift 
in how the government views the sector – not 
as a constituency, stakeholder group or service 
delivery partner, but as a strategic partner on 
mutual initiatives (e.g. addressing homelessness) 
to improve economic and social outcomes for 
Canadians; and a driver of economic growth and 
innovation.5

Currently, there is no minister, department or 
agency with responsibility for social sector 
issues. The federal government interacts with 

4  Lalande, L. & Cave, J. (2017a). “Charting a Path Forward: 
Strengthening and Enabling the Charitable Sector in Canada.” 
Toronto: Mowat Centre. Available at: https://mowatcentre.ca/
charting-a-path-forward/.
5  Phillips, S. (2001). “From Charity to Clarity: Reinventing Federal 
Government-Voluntary Sector Relationships”. The Philanthropist 
16(4): 240-262.

charitable organizations primarily in a regulatory 
capacity (through the Canada Revenue Agency’s 
Charities Directorate). This approach focuses on 
mitigating risks and ensuring compliance. While 
governments are seeking ways to solve complex 
problems through horizontal collaboration6, little 
attention is paid by governments to the role of 
the social sector in these efforts. There are few 
examples of ministries or departments that work 
directly with sector stakeholders to maximize their 
impact. Consequently, charities and non-profits are 
caught up in complex organizational structures 
and systems within the federal government that 
constrain rather than enable their work. With no 
one assigned responsibility for enabling the social 
sector, the situation is unlikely to change.7

6  Urban, M. (2018). “Abandoning Silos: How innovative 
governments are collaborating horizontally to solve complex 
problems.” Mowat Centre. Available at: https://mowatcentre.ca/
abandoning-silos/.
7 In Figure 2, “improved wellbeing” refers to improved material 
living conditions (housing, income, jobs) and improved quality of 
life (community, education, environment, governance, health, life 
satisfaction, safety and work-life balance). The measurement of 
wellbeing focuses on the experiences of individuals, households 
and communities. The definition is used by United Nations 
Statistics Division (UNSD) and developed by the Organization 
for Economic Cooperation and Development (OECD), see OECD 
(2011). “How’s Life?: Measuring well-being.” OECD Publishing.

FIGURE 2

From Stakeholder to Partner - Reframing the Social Sector’s Contributions to Society7
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What does an enabling environment look like in 
practice? Enabling the sector involves9:

 » Creating enabling structures and governance 
bodies, including a regulator that listens and 
responds to the sector’s needs.

 » Mechanisms for effective collaboration 
with provincial, municipal and Indigenous 
governments.

 » Integrated funding models that promote an 
outcomes-based focus and support innovative 
approaches (e.g. earned income, social finance).

 » Support for a healthy, dynamic labour force (e.g. 
decent work, recruitment and retention of early-
career staff, retirement security).

 » Shared data infrastructure and data matching 
legislation to understand and improve on 
outcomes for Canadians.

9  Lalande, L. & Cave, J. (2017a). “Charting a Path Forward: 
Strengthening and Enabling the Charitable Sector in Canada.” 
Toronto: Mowat Centre.

 » Active leadership within the sector through 
umbrella organizations and networks and the 
capacity to self-regulate, where appropriate.

The Government of Canada faces complex social, 
economic and environmental challenges that 
cut across government structures and sector 
boundaries. The social sector can be an ally 
in tackling these issues if the environment it 
operates in supports, rather than detracts from 
their efforts.

A key question remains – given Canada’s 
federalist system, what role should the federal 
government play in enabling the social sector and 
where should this responsibility rest?

This paper draws on international examples 
and prior Canadian initiatives to identify how 
the federal government could facilitate a more 
enabling environment for the social sector. 
Specifically, it:

 » Summarizes the current legislative and 
regulatory environment.

 » Summarizes key functions to address sector 
issues.

 » Presents optional organizational models/
mechanisms for creating an enabling 
environment.

 » Discusses lessons learned from international 
models.

 » Provides recommendations to focus, and 
integrate, how the federal government currently 
works with the social sector.

The recommendations in this paper have been 
designed to describe how the government can 
work better with the social sector to achieve the 
best outcomes for Canadians. Breaking the inertia 
on reform of the federal government’s relationship 
with the social sector will have immeasurable 
impact on some of the most complex issues 
facing Canada today.

“With no designated ministers or 
departments assigned clear leadership for 
non-profit sector issues, and no process 
or forum for FPT [federal, provincial and 
territorial] governments to collaboratively 
engage on sector issues, charities 
and non-profits are left shuttling from 
minister to minister, and government to 
government, in an effort to bring some 
measure of coherence and shared purpose 
to the policy and regulatory regimes in 
which they operate.”8

8  Mulholland, E., Mendelsohn, M. & Shamshiri, N. 
(2011). “Strengthening the Third Pillar of the Canadian 
Union.” Toronto: Mowat Centre. Available at: https://
mowatcentre.ca/strengthening-the-third-pillar-of-the-
canadian-union/

https://mowatcentre.ca/strengthening-the-third-pillar-of-the-canadian-union/
https://mowatcentre.ca/strengthening-the-third-pillar-of-the-canadian-union/
https://mowatcentre.ca/strengthening-the-third-pillar-of-the-canadian-union/


Research Approach

This paper serves as the culmination of the Mowat Centre’s 
Enabling Environment series. This research draws upon interviews 
with key informants and academic and non-academic literature 
on modernizing the social sector, both in Canada and abroad. 
International examples and case studies were incorporated 
to provide a comparative perspective. While provinces retain 
jurisdiction over some policy issues affecting the social sector, this 
paper focuses on reform at the federal level. Where appropriate, 
models for intergovernmental collaboration on sector-level issues 
will be discussed.

The recommendations in this paper are meant to inform the work 
of the Special Senate Committee on the Charitable Sector. The 
Committee was established in November 2017 and is currently 
undertaking a study of issues facing the not-for-profit and 
charitable sector in Canada. We used input from sector leaders at 
the 2018 Ontario Nonprofit Network conference, Nonprofit Driven 
2018, and from witnesses who appeared before the Committee, to 
shape our recommendations. The Mowat Centre also presented 
preliminary findings and recommendations to the Committee on 
October 22, 2018, and incorporated feedback and comments from 
Senators to shape the final recommendations presented in this 
paper.

This paper is intended to be a preliminary review of some of 
the possible models or mechanisms for reform of the federal 
government relationship with the social sector and their impact. 
A full feasibility study would be required to assess benefits, risks, 
costs and anticipated timelines. The paper is not intended to be 
a comprehensive review of the social sector’s role in creating or 
supporting an enabling environment. A paper on this topic would 
be beneficial and is recommended for further research.

A Note on Terms
The language used in this paper is meant to be broad and inclusive. 
This paper uses the term “social sector” to include not-for-profit 
organizations, registered charities, social enterprises, and other 
social purpose organizations (such as hybrid organizations) that 
may exist in other legal forms, including cross-sector organizations 
and initiatives. This language is helpful for conceptualizing the 
social sector based on contributions, rather than legal forms.

The non-profit and charitable sector may be referenced throughout 
the paper to refer to existing legislative and regulatory frameworks, 
but the objective of the paper is to explore how an enabling 
environment might support the social sector more broadly.
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CURRENT 
STATE2

Canada’s social sector forms an essential part of Canada’s social fabric, civic life and economy.9 It is a 
significant driver of social and economic growth and innovation. It accounts for 8 per cent of Canada’s 
Gross Domestic Product (GDP) and 2 million jobs.10 The social sector contributions to Canada’s GDP 
exceeded the contributions of the mining, oil and gas extraction industry and the retail trade industry.11 
Non-profit and charitable organizations are also vital for supporting unmet community needs that 
governments cannot address directly.

Yet, social sector organizations are operating12 in an increasingly complex and constrained environment 
which can ultimately impact the sector’s ability to partner with government to meet the social, economic 
and environmental needs of their communities.10111213

Trends Impacting Sector
Social issues are more entrenched and multifaceted than ever
There is greater recognition that, in the pursuit of long-term social change, the social sector must address 
the root causes of social issues.14

Some social sector organizations are applying a systems-lens to the concept of impact, recognizing that 
the social and environmental issues they are working to address are highly interconnected. They are 
shifting towards a model of practice that focuses on how governments, organizations and communities 
can work together across different systems (e.g. justice, health, education, social services, etc.) to 
transform the lives of the people they support.

10  Van Ymeren, J., Lalande, L. (2015). “Change Work: Valuing decent work in the not-for-profit sector.” Toronto. Mowat NFP. Available at: 
https://mowatcentre.ca/change-work/.
11 Emmett, B. (2015). “Charities in Canada as an Economic Sector.” Imagine Canada. Available at: http://www.imaginecanada.ca/sites/
default/files/imaginecanada_charities_in_canada_as_an_economic_sector_2015-06-22.pdf. These figures are drawn from dated sources 
(i.e. National Survey of Nonprofit and Voluntary Organizations; Satellite Account of Non-profit Institutions and Volunteering). Since 
2007, robust data on the sector’s economic contributions has not been collected by Statistics Canada. There is a need for ongoing data 
collection focused on the social sector.
12 Statistics Canada (2009). “Satellite Account of Non-profit Institutions and Volunteering 2007.” Statistics Canada. Available at: https://
www150.statcan.gc.ca/n1/en/pub/13-015-x/13-015-x2009000-eng.pdf?st=mj9JXrox.
13 Emmett, B. (2016). “Charities, Sustainable Funding and Smart Growth”. Toronto: Imagine Canada. Available at: http://www.
imaginecanada.ca/sites/default/files/imaginecanada_charities_sustainabilitysmart_growth_2016_10_18.pdf.
14  Abercrombie, R., Harries, E., & Wharton, R. (2015). “Systems change: A guide to what it is and how to do it”. London: New Philanthropy 
Capital. Available at:https://www.thinknpc.org/resource-hub/systems-change-a-guide-to-what-it-is-and-how-to-do-it/.

https://mowatcentre.ca/change-work/
http://www.imaginecanada.ca/sites/default/files/imaginecanada_charities_in_canada_as_an_economic_sector_2015-06-22.pdf
http://www.imaginecanada.ca/sites/default/files/imaginecanada_charities_in_canada_as_an_economic_sector_2015-06-22.pdf
https://www150.statcan.gc.ca/n1/en/pub/13-015-x/13-015-x2009000-eng.pdf?st=mj9JXrox
https://www150.statcan.gc.ca/n1/en/pub/13-015-x/13-015-x2009000-eng.pdf?st=mj9JXrox
http://www.imaginecanada.ca/sites/default/files/imaginecanada_charities_sustainabilitysmart_growth_2016_10_18.pdf
http://www.imaginecanada.ca/sites/default/files/imaginecanada_charities_sustainabilitysmart_growth_2016_10_18.pdf
https://www.thinknpc.org/resource-hub/systems-change-a-guide-to-what-it-is-and-how-to-do-it/
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This approach recognizes that elevated risk 
factors cannot be addressed by a single entity 
alone. However, most funding agreements and 
impact measurement approaches lag behind 
systems-lens approaches.15 There are also 
gaps in legislation that permit data sharing 
across systems, drawing upon both government 
administrative data and data collected by 
charitable organizations and service providers in 
the community.16

15  Lalande, L. & Cave, J. (2017b). “Measuring Outcomes in 
Practice: Fostering an Enabling Environment for Measurement 
in Canada.” Toronto: Mowat Centre. Available at: https://
mowatcentre.ca/wp-content/uploads/publications/157_EE_
measuring_outcomes_in_practice.pdf.
16  Cave, J., Gyateng, T., Lalande, L. & Lumley, T. (2018). 
“Collaborating for Greater Impact: Building an Integrated Data 
Ecosystem”. Toronto: Mowat Centre. Available at: https://
mowatcentre.ca/collaborating-for-greater-impact/.

There are growing fiscal pressures 
for governments 

With a projected 2018-2019 budget deficit of 
$18B,17 the federal government is increasingly 
constrained in its ability to invest in sector 
infrastructure. Governments are under greater 
scrutiny about how funds are spent and what 
outcomes they are achieving.

17  Office of the Parliamentary Budget Officer. (2018). “Economic 
and Fiscal Outlook April 2018”. Available at: https://www.pbodpb.
gc.ca/web/default/files/Documents/Reports/2018/EFO%20
April%202018/EFO_April%202018_EN.pdf.

Taking a Systems-Lens to Prevent Child Abuse

The Sheldon Kennedy Child 
Advocacy Centre is an example 
of horizontal problem solving – a 
model that integrates policy and 
practice across multiple public 
agencies to more efficiently and 
effectively help prevent child abuse. 
Their approach is client-centred, 
multi-sectoral and designed to 
address vulnerability and risk on 
interconnected issues before harm 
occurs or to mitigate further risk 
of harm. Their approach has been 
proven to improve the quality of 
care to urgent cases, more quickly 
enable information sharing to 
reduce the systemic traumatization 
of children, and positively impact 
the long-term health and wellbeing 
of children.

https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
https://mowatcentre.ca/collaborating-for-greater-impact/
https://mowatcentre.ca/collaborating-for-greater-impact/
https://mowatcentre.ca/collaborating-for-greater-impact/
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/2018/EFO April 2018/EFO_April 2018_EN.pdf
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/2018/EFO April 2018/EFO_April 2018_EN.pdf
https://www.pbo-dpb.gc.ca/web/default/files/Documents/Reports/2018/EFO April 2018/EFO_April 2018_EN.pdf
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Different organizational models in 
the sector are being developed and 
traditional sector boundaries are 
increasingly blurred
A 2016 survey reported that there were more than 
7,000 non-profit social enterprises in Canada 
(not including Quebec) which provided services 
to more than 5 million individuals.18 Hybrid 
organizations have emerged in some provinces 
and there is greater interest in social finance and 
impact investing.

Service provision is increasingly 
downloaded to social sector 
organizations
The social sector is increasingly relied upon for 
service delivery amidst growing demand.19 An 
ageing population, increased immigration, growing 
labour force and changing family structures have 
all been attributed as reasons why social sector 
organizations are facing increased pressure to 
meet the needs of their local communities.20

Funding has shifted from a core 
funding model to an increasingly 
targeted, project-based approach
The reluctance to fund organizational 
administrative costs contributes to increased 
precarity, as organizations often rely on piecemeal, 
project-based grant funding to sustain their work.

18  Elson, P., Hall, P. & Wamucii, P. (2016). “Canadian National 
Social Enterprise Sector Survey”. Available at: https://ccednet-
rcdec.ca/sites/ccednet-rcdec.ca/files/final-national-report-
may-16-2016.pdf.
19  Phillips, S. (2001). “From Charity to Clarity: Reinventing Federal 
Government-Voluntary Sector Relationships”. The Philanthropist 
16(4): 240-262.
20  Emmett, B. (2016). “Charities, Sustainable Funding and Smart 
Growth”. Toronto: Imagine Canada. Available at: http://www.
imaginecanada.ca/sites/default/files/imaginecanada_charities_
sustainabilitysmart_growth_2016_10_18.pdf.

There is limited coordination among 
funders and within governments 
and ministries particularly regarding 
funding
Many organizations report significant duplication 
in funding/procurement processes, creating an 
additional administrative burden in their work to 
fulfill their missions.

Volunteerism and charitable 
donations are declining
The proportion of Canadian tax-filers claiming 
charitable donations has steadily declined 
since 1990 and the total donations claimed has 
stagnated since 2007.21 Volunteering is becoming 
more short-term, individualized and skills-based. 
Volunteers often have their own goals, which 
may or may not be aligned with what non-profit 
organizations need.22 

Social sector umbrella organizations 
lack the capacity to address 
sector needs and issues in a 
comprehensive way
Umbrella organizations operate within a 
precarious funding environment in which 
governments have been increasingly reticent to 
invest in their core operations and programs. 
Some sub-sector umbrella organizations have 
been completely defunded, relying on membership 
fees or reducing the scope of their activities as a 
result.23

21  Lasby, D. & Barr, C. (2018). “30 Years of Giving. The Giving 
Behaviour of Canadians: Who gives, how, and why?” Rideau 
Hall Foundation and Imagine Canada. Available at: http://www.
imaginecanada.ca/30years.
22  Turcotte, M. (2016). Volunteering and charitable giving in 
Canada. Statistics Canada. Available at: http://www.statcan.gc.ca/
pub/89- 652-x/89-652-x2015001-eng.htm.
23  Wyatt, B. (2017). “Reflections on the Long and Winding Road of 
Regulation” in McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating 
Charities: The Inside Story. New York: Routledge.

https://ccednet-rcdec.ca/sites/ccednet-rcdec.ca/files/final-national-report-may-16-2016.pdf
https://ccednet-rcdec.ca/sites/ccednet-rcdec.ca/files/final-national-report-may-16-2016.pdf
https://ccednet-rcdec.ca/sites/ccednet-rcdec.ca/files/final-national-report-may-16-2016.pdf
http://www.imaginecanada.ca/sites/default/files/imaginecanada_charities_sustainabilitysmart_growth_2016_10_18.pdf
http://www.imaginecanada.ca/sites/default/files/imaginecanada_charities_sustainabilitysmart_growth_2016_10_18.pdf
http://www.imaginecanada.ca/sites/default/files/imaginecanada_charities_sustainabilitysmart_growth_2016_10_18.pdf
http://www.imaginecanada.ca/30years
http://www.imaginecanada.ca/30years
http://www.statcan.gc.ca/pub/89- 652-x/89-652-x2015001-eng.htm
http://www.statcan.gc.ca/pub/89- 652-x/89-652-x2015001-eng.htm
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No ‘One-stop Shop’ Within the 
Federal Government
Notably, there is no “one-stop shop” for social 
sector organizations to work collaboratively 
with government. A high degree of institutional 
fragmentation has led to considerable confusion 
and uncertainty in the sector about how to engage 
with government officials in a meaningful way.24 
This is particularly relevant given the Minister 
of Finance’s recent commitment of over $800 
million over the next ten years to establish a Social 
Finance Fund and an Investment and Readiness 
stream; and the $4.6M in new funding for a 
permanent Advisory Committee on the Charitable 
Sector led by the Canada Revenue Agency.25 
Without a centralized, coordinated approach with 
the social sector, can the government fully realize 
the potential of these investments in the sector?

Constitutional Context
Canada’s federalist system has resulted in a 
fragmented legislative and regulatory framework 
for the sector. Under section 92(7) of the 
Constitution Act, 1867, provincial governments 
maintain authority for the establishment, 
maintenance and management of charities “in and 
for the province.” However, other than for directing 
taxation for provincial purposes, issues related to 
income tax remain in the federal jurisdiction.

Further, other activities pursued by charities are 
either regulated federally or provincially (based 
on where they have chosen to incorporate, 
and if they seek charitable status or if they are 

24  Phillips, S. (2011). “Incrementalism at its Best, and Worst: 
Regulatory Reform and Relational Governance in Canada” 
in Phillips, S. and Rathgeb Smith, S. (eds). Governance and 
Regulation in the Third Sector: International Perspectives. New 
York: Routledge.
25  Government of Canada. (2018). “Investing in Middle Class 
Jobs: Fall Economic Statement 2018.” Available at: https://www.
budget.gc.ca/fes-eea/2018/docs/statement-enonce/fes-eea-
2018-eng.pdf.

a health or education charity, for example). 
As a result, the provinces and territories have 
established their own legislative and regulatory 
frameworks which apply for various specific 
purposes26 and there is considerable lack of 
harmonization of approaches.27 However, where 
it relates to the direct regulation of charities (on 
charitable issues), most of the provinces provide 
neither comprehensive regulation nor energetic 
enforcement.28

As a consequence, the Canada Revenue Agency 
Charities Directorate has emerged as the primary 
regulator of charities under its taxing jurisdiction, 
the Income Tax Act29; and its scope has broadened 
further to monitor the definition of charitable 
purposes, political advocacy activities and 
charitable fundraising. It has become increasingly 
difficult for a tax-based regulator — with a narrow 
focus on legislative and regulatory compliance — 
to assume a broader, principles-based mandate 
for the sector overall.30

“Although provincial abdication of 
the charity sphere led to the current 
federal regulation, inertia itself is now a 
disincentive for the provinces to assert 
their jurisdiction.”31

26  Mulholland, E., Mendelsohn, M. & Shamshiri, N. (2011).
27  Elson, P. (2014). “Third wave, third sector: a comparative 
provincial analysis of the governance of third sector relations”. 
Canadian Public Administration 57(4): 527.
28  Aptowitzer, A. (2009). “Bringing the Provinces Back In: 
Creating a Federated Canadian Charities Council”. Toronto: 
C.D. Howe Institute. Available at:https://drache.ca/wp-content/
uploads/2014/04/Canadian-Charities-Council.Published.pdf.
29  de March, T. (2017). “The Prevention of Harm Regulator” in 
McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The 
Inside Story. New York: Routledge.
30  Aptowitzer, A. (2009). “Bringing the Provinces Back In: 
Creating a Federated Canadian Charities Council”. Toronto: 
C.D. Howe Institute. Available at:https://drache.ca/wp-content/
uploads/2014/04/Canadian-Charities-Council.Published.pdf.
31  Aptowitzer, A. (2009). “Bringing the Provinces Back In: 
Creating a Federated Canadian Charities Council”. Toronto: 
C.D. Howe Institute. Available at:https://drache.ca/wp-content/
uploads/2014/04/Canadian-Charities-Council.Published.pdf.

https://www.budget.gc.ca/fes-eea/2018/docs/statement-enonce/fes-eea-2018-eng.pdf
https://www.budget.gc.ca/fes-eea/2018/docs/statement-enonce/fes-eea-2018-eng.pdf
https://www.budget.gc.ca/fes-eea/2018/docs/statement-enonce/fes-eea-2018-eng.pdf
https://drache.ca/wp-content/uploads/2014/04/Canadian-Charities-Council.Published.pdf
https://drache.ca/wp-content/uploads/2014/04/Canadian-Charities-Council.Published.pdf
https://drache.ca/wp-content/uploads/2014/04/Canadian-Charities-Council.Published.pdf
https://drache.ca/wp-content/uploads/2014/04/Canadian-Charities-Council.Published.pdf
https://drache.ca/wp-content/uploads/2014/04/Canadian-Charities-Council.Published.pdf
https://drache.ca/wp-content/uploads/2014/04/Canadian-Charities-Council.Published.pdf


9
  |

   
TH

E
 M

O
W

A
T 

C
E

N
TR

E

Modernization in Canada’s federalist context will 
inevitably require input and involvement from 
provincial governments, given the federal and 
provincial patchwork of legislation that currently 
governs the sector. The federal government does 
retain constitutional authority for charities that 
operate inter-provincially. While this affects a 
smaller proportion of charities, it does provide 
the constitutional justification to experiment with 
improving the enabling relationship for charities 
that operate on a national level.

How does Australia 
navigate these issues in  
a federalist system?

Australia’s federalist system is much like 
Canada’s - the regulation of charities and non-
profit organizations largely rests with state and 
territory governments, while taxation issues 
remain a federal government responsibility.32 
The constitutionality of the Australian Charities 
and Not-for-profits Commission (ACNC) was 
questioned from its inception and remains 
an ongoing political question. The Australian 
Government has justified the constitutionality 
of the ACNC Act by stating that the Commission 
derives its power from the federal jurisdiction for 
taxation, corporation, external affairs, territories 
and communications powers.33 A cooperative 
regulatory scheme with state-level governments 
has been suggested as one way to overcome 
potential constitutional barriers.34

32  Stephens, U. (2017). “Reflections on Birthing 
a Regulator” in McGregor-Lowndes, M. & Wyatt, B. 
(eds). Regulating Charities: The Inside Story. New York: 
Routledge.
33  Aroney, N. & Turnour, M. (2017). “Charities are the 
New Constitutional Law Frontier”. Melbourne University 
Law Review, 41(2). Available at: https://law.unimelb.edu.
au/__data/assets/pdf_file/0011/2691173/Aroney-and-
Turnour-412-Advance.pdf.
34  Aroney, N. & Turnour, M. (2017). “Charities are the 
New Constitutional Law Frontier”. Melbourne University 
Law Review, 41(2). Available at: https://law.unimelb.edu.
au/__data/assets/pdf_file/0011/2691173/Aroney-and-
Turnour-412-Advance.pdf.

Current Federal Regulatory 
Approach

“We must be clear: it is not the mandate 
of the Charities Directorate to nurture 
charities, to strengthen their governance, 
or to improve their effectiveness or 
efficiency.”35

The Canada Revenue Agency Charities Directorate 
currently operates from a “prevention of harm” 
approach, focusing on preventing abuses and 
mitigating risk under the Income Tax Act.36 
The Charities Directorate has a reputation 
for safeguarding its activities, reflected in 
concerns from some sector organizations that 
little information is shared with charities under 
investigation until the audit is completed.

While the Charities Directorate has improved by 
being more consultative and transparent in its 
decision-making with the sector (e.g. sharing 
open data about charities through T3010 
returns), sector leaders have noted that its level 
of engagement has been dependent on who is in 
charge at any given point.

Further, there is still a significant disconnect 
between government bodies that are involved in 
the sector’s regulation. The Department of Finance 
oversees the Income Tax Act and sets broad tax 
policy, while the Charities Directorate implements 
its provisions and provides guidance to charities 
based on judicial decisions. Although they do 
collaborate it is often difficult to believe that they 
talk, as the decisions of one seem different from 
the commentary of the other.

35  de March, T. (2017). “The Prevention of Harm Regulator” in 
McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The 
Inside Story. New York: Routledge.
36  de March, T. (2017). “The Prevention of Harm Regulator” in 
McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The 
Inside Story. New York: Routledge.

https://law.unimelb.edu.au/__data/assets/pdf_file/0011/2691173/Aroney-and-Turnour-412-Advance.pdf
https://law.unimelb.edu.au/__data/assets/pdf_file/0011/2691173/Aroney-and-Turnour-412-Advance.pdf
https://law.unimelb.edu.au/__data/assets/pdf_file/0011/2691173/Aroney-and-Turnour-412-Advance.pdf
https://law.unimelb.edu.au/__data/assets/pdf_file/0011/2691173/Aroney-and-Turnour-412-Advance.pdf
https://law.unimelb.edu.au/__data/assets/pdf_file/0011/2691173/Aroney-and-Turnour-412-Advance.pdf
https://law.unimelb.edu.au/__data/assets/pdf_file/0011/2691173/Aroney-and-Turnour-412-Advance.pdf


10
   

|  
 B

R
E

A
K

IN
G

 T
H

E
 IN

E
R

TI
A

The Charities Directorate is not the only point 
of interaction between the federal government 
and the social sector. Individual departments 
liaise with the sector for funding/procurement, 
service delivery partnerships and input on new 
policy initiatives. This relationship is more active 
at the sub-sector level, with few platforms for 
the sector as a whole to collaborate on issues 
of mutual concern with the federal government. 
Many sector leaders also report that government 
consultations are frequently very “close-ended,” 
with few opportunities to inform the design and 
development of programs and policies, rather than 
just their implementation.37

As a funder, the federal government frequently 
engages with the sector in a top-down “buyer-
seller” relationship. Funding contracts are often 
evaluated based on program outputs rather than 
community or system-level outcomes, with few 
funding opportunities available for innovative or 
collaborative approaches.38

37  Salamon, L. & Toepler, S. (2015). “Government-nonprofit 
cooperation: anomaly or necessity?”. Voluntas 26: 2155-2177.
38  Lalande, L. & Cave, J. (2017b). “Measuring Outcomes in 
Practice: Fostering an Enabling Environment for Measurement 
in Canada.” Toronto: Mowat Centre. Available at: https://
mowatcentre.ca/wp-content/uploads/publications/157_EE_
measuring_outcomes_in_practice.pdf.

https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
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Drawing on Lessons from Other Sectors

Other sectors have undertaken reform efforts in previous decades, often with significant 
collaboration between governments and key stakeholders. What can the social sector learn from 
these efforts?

Labour Mobility

The Forum of Labour Market Ministers, established in 1983, is a forum of federal and provincial 
ministers, with the Government of Canada and a rotating lead province acting as conveners. The 
Forum sets shared targets, launches special initiatives and has the capacity to host nationwide 
consultations on key labour mobility issues. One of the Forum’s Working Groups is very active in 
informing and monitoring the Canadian Free Trade Agreement on an ongoing basis, with assistance 
from Labour Mobility Coordinators in each province.39

Public Budgeting and Forecasting

The role of the Parliamentary Budget Officer was established in 2006 to provide independent 
budget expertise at the federal level. The Office is intended to be independent, objective and 
non-partisan, with the ability to address issues of underestimations and the potential for political 
interference in the Department of Finance.40

Canadian Heritage and Official Languages

The Office of the Commissioner of Official Languages and the Department of Canadian 
Heritage (also known as “Canadian Heritage”) supports Canada’s Anglophone and Francophone 
communities. The Commissioner of Official Languages,41 supported by the Office, enforces the 
Official Languages Act (OLA) to ensure that Canada’s official languages are equally recognized and 
administered within federal institutions and that English and French are promoted within Canadian 
society. The Department of Canadian Heritage, established in 1995 by an Act of Parliament, is 
mandated to pursue language equality and develop minority linguistic communities. Both the Office 
and the Department report directly to Parliament.

The Office performs a greater regulatory function by overseeing the implementation of the OLA. In 
contrast, the Department performs a greater enabling function by liaising with sector organizations 
and administering funding programs.

39  Labour Mobility Coordinating Group. (2018). Available at: http://www.workersmobility.ca/.
40  Levy, G. (2008). “A Parliamentary Budget Officer for Canada”. Canadian Parliamentary Review. Available at: http://www.revparl.
ca/31/2/31n2_08e_Levy.pdf.
41  The Official Languages Act established the role of the Commissioner of Official Languages. The first Commissioner was appointed in 1970.

http://www.workersmobility.ca/
http://www.revparl.ca/31/2/31n2_08e_Levy.pdf
http://www.revparl.ca/31/2/31n2_08e_Levy.pdf


12
   

|  
 B

R
E

A
K

IN
G

 T
H

E
 IN

E
R

TI
A

There is an important legacy of government-
sector collaboration at the federal level. While the 
institutional models and approaches have changed 
in the last several decades, many of the emerging 
issues and policy priorities have remained the 
same. The Voluntary Sector Roundtable (1995) 
was the first example of how a nationwide initiative 
could represent the sector’s interests as a whole. 
The Panel on Accountability and Governance in the 
Voluntary Sector’s (also known as the “Broadbent 
Panel”) 1999 final report identified many issues 
that continue to resonate with sector leaders, 
including the need for organizational capacity-
building, sustainable funding and a relationship 
based on mutual trust and clear expectations.42

The Voluntary Sector Initiative (VSI) 43 
expanded upon many of the Broadbent Panel’s 
recommendations, providing a robust framework 
for modernizing the government-sector 
relationship. The Accord Between the Government 
of Canada and the voluntary sector and the 
Codes of Good Practice on Funding and Policy 
Dialogue were important tools to articulate shared 
principles and priorities. While the VSI made some 
impact on the federal policy landscape, it fell short 
of its potential in addressing structural, legislative 
and regulatory barriers impacting the sector. A 
challenge was that the VSI lacked an overarching, 
unifying narrative within and across the sector. It also 
demonstrated that policy agendas that are too broad 
and ambitious lack focus and direction, which can 
lead to inaction.44

42  Broadbent, E. (1999). “Building on Strength: Improving 
Governance and Accountability in Canada’s Voluntary Sector”. 
Available at: http://sectorsource.ca/resource/file/building-strength-
improvinggovernance-and-accountability-canadas-voluntary-sector.
43  The VSI was a five-year joint partnership between the 
Government of Canada and the voluntary sector that started in 
2000 and ended in 2005.
44  Johnston, P. (2013). “A retrospective look at the Voluntary 
Sector Initiative (VSI): What lessons did we learn?” The 
Philanthropist. Available at: https://thephilanthropist.ca/original-
pdfs/Philanthropist-25-1-512.pdf

Since the VSI concluded in 2005, federal initiatives 
to modernize the government-sector relationship 
have been limited and narrow in scope. The Report 
of the Consultation Panel on the Political Activities 
of Charities (2017) and the Social Innovation and 
Social Finance Strategy (2018) are two recent 
examples of federal initiatives that have reiterated, 
and expanded upon, the early calls for reform from 
the VSI over a decade ago.

“Fundamental legislative change 
is needed and new policy or other 
administrative measures, however 
helpfully and clearly drafted, would simply 
not be enough.” 
Report of the Consultation Panel on the Political 
Activities of Charities

At the provincial level, most governments have 
explored an institutional structure to advance 
charitable and non-profit sector issues. Between 
2004 and 2010, 8 of Canada’s ten provinces 
developed a non-profit sector policy agenda.45 
By 2011, 6 of 10 provinces appointed a minister 
or deputy minister to be responsible for non-
profit sector issues and three provinces had 
established bilateral government-sector policy 
networks.46 Many of these initiatives emerged after 
the federal VSI concluded and worked in close 
partnership with provincial umbrella organizations. 
Unfortunately, there are few examples of 
government models that have withstood significant 
political changes.

45  Elson, P. (2013). “Third wave, third sector: comparative 
provincial governance of third sector relations”. Canadian Political 
Science Association. Available at: https://www.cpsa-acsp.ca/
papers-2013/Elson.pdf.
46  Elson, P. (2015). “A comparative analysis of nonprofit policy 
network governance in Canada”. Canadian Journal of Nonprofit and 
Social Economy Research 6(2): 42-64.

Previous Social Sector Reform Efforts

http://sectorsource.ca/resource/file/building-strength-improvinggovernance-and-accountability-canadas-voluntary-sector
http://sectorsource.ca/resource/file/building-strength-improvinggovernance-and-accountability-canadas-voluntary-sector
https://thephilanthropist.ca/original-pdfs/Philanthropist-25-1-512.pdf
https://thephilanthropist.ca/original-pdfs/Philanthropist-25-1-512.pdf
https://www.cpsa-acsp.ca/papers-2013/Elson.pdf
https://www.cpsa-acsp.ca/papers-2013/Elson.pdf
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Example: New Brunswick Community Non-Profit 
Organizations Secretariat and Deputy Minister

The Secretariat was established in 2007 and had four key functions:

 » Acting as an additional point of contact between government and the sector.

 » Leading the review and development of related government policies.

 » Assisting with policy coordination relevant to sector issues.

 » Providing services specific to the sector’s needs.47

The Secretariat was situated within the centre of government with a dedicated deputy 
minister, small staff team and an annual operating budget of $400,000. The Secretariat would 
frequently liaise with other government departments on shared policy priorities and advocate 
on the sector’s behalf. While the Secretariat ended in 2010, it had great potential to transform 
the government-sector relationship. The Secretariat was successful in promoting multi-year 
funding programs across government, developing an interdepartmental committee on sector 
issues and delivering professional development programs for sector leaders.48

However, the Secretariat’s embedded role within government made it very vulnerable to 
changing political priorities and funding cuts. As a liaison unit, the Secretariat was not able 
to formally advance a standalone policy agenda or hold departments accountable for their 
commitments. It was established and closed within a three year period.

47  Province of New Brunswick. (2009). “2008-2009 Annual Report - Community Non-Profit Organizations Secretariat”. Available 
at: http://leg-horizon.gnb.ca/e-repository/monographs/30000000049173/30000000049173.pdf.
48  Province of New Brunswick (2011). “2010-2011 Annual Report - Community Non-Profit Organizations Secretariat”. Available 
at: http://leg-horizon.gnb.ca/e-repository/monographs/30000000049175/30000000049175.pdf.

http://leg-horizon.gnb.ca/e-repository/monographs/30000000049173/30000000049173.pdf
http://leg-horizon.gnb.ca/e-repository/monographs/30000000049175/30000000049175.pdf
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“We need federal regulation and law that 
encourages rather than deters legitimate and 
productive partnerships between charities, 
foundations, businesses and governments. 
There hasn’t been a comprehensive review of the 
Income Tax Act with respect to charities in fifty 
years. Many of the provisions were introduced 
piecemeal and are inconsistent with each other. 
This is no way to regulate an important sector 
that contributes so much to Canada’s economy 
and society in the 21st century.” 

Hilary Pearson, President & CEO, Philanthropic 
Foundations Canada

The sector’s issues, needs and priorities related 
to the federal government’s relationship with 
the sector are well-understood after decades of 
research, debate and community organizing. They 
include (but are not limited to):49

 » Defining “charitable purposes” in the Income Tax Act.50

 » Reforming the provisions that define “related 
businesses” so registered charities and non-
profits can expand their earned revenue 
activities.51

 » Revising the “direction and control” provisions in 
the Income Tax Act to allow registered charities to 
engage in more robust partnerships across sectors.52

49  For a more extensive discussion of these issues and potential 
solutions, see Appendix B.
50  Parachin, A. (2018). “Charity Versus Politics: Reforming 
the Judicial, Legislative and Administrative Treatment of the 
Charity-Politics Distinction”. Edmonton: Pemsel Case Foundation. 
Available at: http://www.pemselfoundation.org/wp-content/
uploads/2018/06/Parachin-Charity-Politics-OP-June-20-2018.
pdf; Broadbent, E. (1999). “Building on Strength: Improving 
Governance and Accountability in Canada’s Voluntary Sector”. 
Available at: http://sectorsource.ca/resource/file/building-strength-
improvinggovernance-and-accountability-canadas-voluntary-sector.
51  Aptowitzer, A. & Dachis, B. (2012). “At the Crossroads: New 
Ideas for Charity Finance in Canada”.Toronto: C.D. Howe Institute. 
Available at: https://drache.ca/wp-content/uploads/2014/05/
Business.Income.CDHOWE.pdf.
52  Lorinc, J. (2015). “The Problems with Direction and Control”. The 
Philanthropist. Available at: https://thephilanthropist.ca/2015/04/
international-series-the-problems-with-direction-and-control/pdf.

 » Allowing registered charities to appeal CRA 
decisions to a lower court (e.g. an independent 
charity tribunal or the Tax Court of Canada) to 
allow for full fact-finding trials to be conducted, 
rather than appealing to the Federal Court of 
Appeal.53

 » Integrating and streamlining government funding 
processes to remove reporting redundancies and 
shift the focus from outputs to outcomes.54

 » Creating a more integrated data ecosystem, 
including improved access to government 
data55 as well as increased legislative alignment 
regarding charities’ use of data (there is 
significant overlap between provincial, federal 
and Indigenous jurisdictions).

 » Improving the collection of sector labour market 
data, and supporting a skills development 
strategy.

However, the solutions to these challenges 
cannot be fixed in an ad-hoc, incremental way. 
Governments and social sector organizations have 
asked for a more integrated and transformative 
approach to modernization.

53  Voluntary Sector Roundtable. (1999). “Working Together: A 
Government of Canada/Voluntary Sector Joint Initiative”. Available at: 
http://www.vsi-isbc.org/eng/knowledge/working_together/pco-e.pdf.
54  Lalande, L. & Cave, J. (2017b). “Measuring Outcomes in 
Practice: Fostering an Enabling Environment for Measurement 
in Canada.” Toronto: Mowat Centre. Available at: https://
mowatcentre.ca/wp-content/uploads/publications/157_EE_
measuring_outcomes_in_practice.pdf. See also Broadbent, 
E. (1999). “Building on Strength: Improving Governance 
and Accountability in Canada’s Voluntary Sector”. Available 
at: http://sectorsource.ca/resource/file/building-strength-
improvinggovernance-and-accountability-canadas-voluntary-sector.
55  Cave, J., Gyateng, T., Lalande, L. & Lumley, T. (2018). 
“Collaborating for Greater Impact: Building an Integrated Data 
Ecosystem”. Toronto: Mowat Centre. Available at: https://
mowatcentre.ca/collaborating-for-greater-impact/.

The Agenda for Action

http://www.pemselfoundation.org/wp-content/uploads/2018/06/Parachin-Charity-Politics-OP-June-20-2018.pdf
http://www.pemselfoundation.org/wp-content/uploads/2018/06/Parachin-Charity-Politics-OP-June-20-2018.pdf
http://www.pemselfoundation.org/wp-content/uploads/2018/06/Parachin-Charity-Politics-OP-June-20-2018.pdf
http://sectorsource.ca/resource/file/building-strength-improvinggovernance-and-accountability-canadas-voluntary-sector
http://sectorsource.ca/resource/file/building-strength-improvinggovernance-and-accountability-canadas-voluntary-sector
https://drache.ca/wp-content/uploads/2014/05/Business.Income.CDHOWE.pdf
https://drache.ca/wp-content/uploads/2014/05/Business.Income.CDHOWE.pdf
https://drache.ca/wp-content/uploads/2014/05/Business.Income.CDHOWE.pdf
https://thephilanthropist.ca/2015/04/international-series-the-problems-with-direction-and-control/pdf
https://thephilanthropist.ca/2015/04/international-series-the-problems-with-direction-and-control/pdf
http://www.vsi-isbc.org/eng/knowledge/working_together/pco-e.pdf
http://www.vsi-isbc.org/eng/knowledge/working_together/pco-e.pdf
https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
https://mowatcentre.ca/wp-content/uploads/publications/157_EE_measuring_outcomes_in_practice.pdf
http://sectorsource.ca/resource/file/building-strength-improvinggovernance-and-accountability-canadas-voluntary-sector
http://sectorsource.ca/resource/file/building-strength-improvinggovernance-and-accountability-canadas-voluntary-sector
https://mowatcentre.ca/collaborating-for-greater-impact/
https://mowatcentre.ca/collaborating-for-greater-impact/
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WHAT SHOULD THE 
FEDERAL GOVERNMENT’S 
ROLE BE?3 

In Canada, the role of the federal government in social sector issues has shifted election to election 
(within the scope of the existing constitutional framework). Moving forward, there is a significant 
opportunity for the federal government to define its role in the following way:

 » Enhancing its oversight and enabling activities.

 » Modernizing its regulatory approach.

 » Inviting provincial/territorial governments to work collaboratively on areas of mutual concern.

 » Empowering the sector, where possible, to contribute by self-regulating.

Figure 3 is a list of core functions to address sector issues. They could occur within or outside the federal 
government, and do not have to exist independently of each other.
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FIGURE 3

A Summary of Key Functions

Function Description

Regulating

 » Maintaining a record of registered charities
 » Registering and deregistering charities
 » Interpreting and applying common law and relevant legislation (e.g. Income Tax Act)
 » Publishing guidance and advice on complying with legislation
 » Investigating potential non-compliance through audits and implementing penalties in 
appropriate circumstances

 » Educating organizations on compliance issues
 » Coordinating with provincial regulators

Adjudicating
 » Providing judicial review of CRA decisions
 » Conducting full fact-finding trials of regulatory disputes for charities

Enabling

 » Proposing legislative and regulatory changes to address issues identified by sector
 » Promoting intergovernmental and cross-ministerial collaboration on shared policy issues
 » Promoting accountability within the public service for commitments to sector
 » Building capacity in emergent sectors and supporting cross-sector partnerships (e.g. social 
innovation/social finance)

 » Promoting innovation and experimentation within government
 » Ensuring policies and decisions are not subject to undue political interference
 » Convening to share best practices and lessons learned
 » Liaising with umbrella organizations

Leading

 » Advocating for regulatory or policy reform when required
 » Educating organizations on various issues (e.g. effective advocacy)
 » Researching and collecting data on relevant sector issues
 » Consulting and engaging sector on priorities and challenges
 » Promoting self-regulation
 » Promoting and educating public on issues relating to the sector
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Government Options for 
Organizational Models/
Mechanisms
There are numerous options for the federal 
government to consider for reform. The options 
vary significantly in scope and required resources, 
but they have the capacity to address numerous 
functions – regulating, enabling, adjudicating and 
promoting sector leadership from the bottom up. 
For a detailed table of models and mechanisms 
under each of these functions, and the pros and 
cons, see Appendix D.

Other countries have approached institutional 
reform for decades, with varying degrees of 
success. They have taken different approaches 
to defining government’s role in regulating and 
enabling the social sector, with many embracing 
combined approaches where sector umbrella 
organizations also set self-regulation standards. 
For example, in Australia, multiple functions 
are integrated into one institutional entity - 
the Australian Charities and Not-for-profits 
Commission (ACNC). It handles regulatory/
compliance issues for the sector and promotes 
education, capacity-building and sector-
government consultation activities.

The following section draws on key reform efforts 
in the United Kingdom, Australia, New Zealand, 
Ireland, Germany and the United States to identify 
lessons learned for the Canadian context.

A ministerial portfolio  
for the sector?

The idea of a ministerial portfolio for social 
sector issues has been floated for decades. 
The feedback we received from sector 
leaders indicated that a minister may not 
be particularly effective for the following 
reasons:

 » A ministerial portfolio may serve to “silo” 
sector issues, rather than integrate them 
across policy portfolios (and under the 
portfolios of other Cabinet Ministers). 
Integration is key to enable the sector to 
address issues from a systems-lens. 

 » Ministerial portfolios may be more 
symbolic than substantive, and they would 
require the supporting policy capacity to 
move key proposals forward.

 » Ministerial portfolios are particularly 
vulnerable to changes in Cabinet structures 
and governments (in other jurisdictions, 
like Newfoundland and Labrador; and New 
Zealand, the ministerial appointments were 
subject to subsequent changes in political 
direction).



Simply put, governments 
have trouble solving big 

complex problems in large 
part because governments 

have been organized into 
collections of narrowly 

focused vertical silos. While 
adept at solving problems 

that fall neatly within these 
silos, governments are not 
well-designed for tackling 

problems that spillover 
across multiple silos.
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LEARNING FROM 
ABROAD4

Many countries are increasingly shifting away  
from a tax body acting as the regulator for 
charitable registration and compliance issues. 
Australia, Ireland and the United Kingdom rely on 
an independent regulatory body (the “commission” 
model) to monitor regulation and compliance 
issues for the sector. It has proven difficult for 
tax-based regulatory bodies to adopt broader 
functions (education, advocacy, capacity-building) 
that are needed for the sector to thrive.

Both Australia and the United Kingdom have 
overcome challenges with the “political muzzling” 
of charitable organizations. In 2007, the UK Charity 
Commission implemented new regulations for 
monitoring political activities that eliminated the 
concept of “ancillary activities,” allowing charities 
to engage in political activities in any way that 
furthered their charitable purpose provided that 
they did not support political parties and the 
political activities were not the sole reason for 

56 Phillips, S. & Rathgeb Smith, S. (2011). “Between Governance 
and Regulation: Evolving Government-Third Sector Relationships” 
in Phillips, S. and Rathgeb Smith, S. (eds). Governance and 
Regulation in the Third Sector: International Perspectives. New 
York: Routledge.

their existence.57 In Australia, “gag clauses” were 
inserted into government funding contracts since 
the 1990s to prevent non-profit and charitable 
organizations from criticizing government policies 
while receiving funding.58 These clauses were 
eliminated through the 2013 Not-For-Profit Sector 
Freedom to Advocate Bill.

57  Driscoll, L. (2017). “The Reforming Regulator” in McGregor-
Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The Inside 
Story. New York: Routledge.
58  Furneaux, C. & Ryan, N. (2014). “Modelling NPO-government 
partnerships: Australian case studies”. Public Management Review 
16(8): 1113-1140.

Canada is fortunate to have a wealth of research and best practices to draw upon. There have been 
significant shifts in how countries regulate, and enable, their social sector - everything from new policy 
instruments, definitions and legislation to the creation of new regulatory agencies and legal forms for 
organizations.55 While these approaches can be context-specific — and grounded in unique attributes, like 
a federalist structure — there are useful lessons for Canada.
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Example: Learning from UK  
Sector Modernization

The UK model of sector modernization is commonly heralded 
as the international “gold standard.” While this model 
continues to evolve, it has proven to be very successful at 
advancing a cohesive agenda for legislative and regulatory 
reform and responding to the sector’s needs and changing 
circumstances.

The current iteration of the UK model is structured as 
follows:

 » An independent Charity Commission (empowered by the 
Charities Act) registers and regulates charities as a non-
ministerial government department accountable directly 
to Parliament. The Chair and Commission are appointed 
by the Minister of Digital, Culture, Media and Sport. The 
Commission’s 2016-2017 annual budget was £22.9M in 
operating revenue and £2.9M in capital revenue, with 290 
staff.59

 » An Office for Civil Society sits within the Department for 
Digital, Culture, Media and Sport (and formerly within 
Cabinet Office) and serves many “enabling” functions (e.g. 
educating and consulting with organizations, promoting 
volunteerism). The Office recently released a Civil Society 
Strategy, which includes principles for consulting and 
funding the sector.

 » A Charity Tribunal hears appeals of Charity Commission 
registration decisions. Charity Tribunal decisions can be 
further appealed to the UK High Court.

 » The Compact is a statement of principles for the 
government-sector relationship that was first implemented 
in 1998, and later renewed in 2010.60 Compact Voice is a 
sector-led organization that focuses on the implementation 
of the Compact. The UK Government also introduced a 
government entity, the Compact Commission, to oversee 
the implementation of the Compact and its Codes of Good 
Practice from 2008 to 2011.

 » Umbrella organizations situated outside of government 
(e.g. the National Council for Voluntary Organisations, or 
NCVO) contribute to sector advocacy and agenda setting, 
and collaborate with the Office for Civil Society.

59  UK Charity Commission. (2017). “Charity Commission Annual Report 
and Accounts 2016-2017”. Available at: https://www.gov.uk/government/
publications/charity-commission-annual-report-and-accounts-2016-to-2017.
60  UK Government. (2010). “The Compact”. Available at: http://webarchive.
nationalarchives.gov.uk/20110202130234/http://www.thecompact.org.uk/
files/143051/FileName/TheCompact.pdf.

While the UK model has 
proven to be very successful, 
it is difficult to draw parallels 
to Canada’s federalist 
system. The Australian 
example is often more useful 
to draw key lessons about 
how to incorporate provincial/
state-level governments in 
the modernization process. 
Many Australian state-
level governments have 
partnership committees, in 
which senior officials meet 
on a regular basis to address 
systemic sector issues.

In the United States, Attorney 
Generals at the state level 
frequently liaise on sector 
oversight issues through 
national associations despite 
significant differences in 
regulatory frameworks.61 
Attorney Generals meet 
at annual conferences 
and collaborate on 
shared initiatives, such 
as a single portal for non-
profit organization filing 
procedures. Independent 
Sector, an independent, 
non-governmental advocacy 
organization, is also invited to 
the table to assist in lobbying 
the federal government for 
regulatory reform at the 
national level.

61  In the United States, the IRS 
provides federal-level oversight on 
tax-exempt status, while the state-level 
Attorney Generals have the authority 
to follow through with criminal 
prosecution.

https://www.gov.uk/government/publications/charity-commission-annual-report-and-accounts-2016-to-2017
https://www.gov.uk/government/publications/charity-commission-annual-report-and-accounts-2016-to-2017
http://webarchive.nationalarchives.gov.uk/20110202130234/http:/www.thecompact.org.uk/files/143051/FileName/TheCompact.pdf
http://webarchive.nationalarchives.gov.uk/20110202130234/http:/www.thecompact.org.uk/files/143051/FileName/TheCompact.pdf
http://webarchive.nationalarchives.gov.uk/20110202130234/http:/www.thecompact.org.uk/files/143051/FileName/TheCompact.pdf
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This section identifies key insights on regulating, 
adjudicating, enabling and promoting bottom-up 
leadership in the sector by drawing upon lessons 
learned in the Canadian and international context.

Regulating

Separating the regulating and enabling 
functions can prevent conflicts of interest

In the UK, the Charity Commission has faced 
some criticism for potential conflicts of interest 
that may occur when trying to both champion 
the charitable sector and enforce regulatory/
compliance issues. Concerns about the potential 
for “regulatory capture” were raised, and the 
Commission has since shifted its mandate from 
enabling and championing the charitable sector to 
ensuring public confidence and trust in the work 
of charities.62 However, some regulatory bodies 
have been able to successfully adopt a broader 
mandate, such as the Australian Charities and Not-
for-profits Commission (ACNC).

Tax-based regulators require specialized 
expertise to be effective

It has proven difficult for tax-based regulators to 
apply a principles-based approach in how they 
regulate the social sector. The ACNC emerged 
from numerous calls for a “fit for purpose” 
regulator, recognizing that the Australian Taxation 
Office did not have sufficient expertise, interest or 
capacity to address sector-specific issues.63 Once 
created as a standalone regulator, the ACNC could 
dedicate more resources to education, advice and 
consultation with key stakeholders.

62  Driscoll, L. (2017). “The Reforming Regulator” in McGregor-
Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The Inside 
Story. New York: Routledge.
63  Pascoe, S. (2017). “The Digital Regulator” in McGregor-
Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The Inside 
Story. New York: Routledge

Reforming regulatory functions is best 
achieved through statute, not policy

The institutions/regulatory bodies that have had 
the most lasting impact derive their powers from 
statute, not policy. A legislative mandate insulates 
their work from political interference, changes in 
government or significant budget cuts. Australia, 
New Zealand and the UK enshrined the role of their 
regulator in a Charities Act that outlined the scope 
of its functions and expectations for accountability. 
This approach ensures continuity of the regulator 
across political terms, unless the legislation itself 
is repealed.

In Germany, the principle of “subsidiarity” (in which 
the unit closest to the individual, such as the family, 
local non-profit organization or municipality, bears 
the responsibility for caring for their needs) was 
embedded in the Social Assistance Act in 1961. 
The Act requires government bodies to collaborate 
with religious organizations and charities in a way 
that respects their independence and expertise in 
service delivery.64

Regulators require sufficient multi-year 
funding to provide stability for the sector

Many regulatory bodies have faced persistent issues 
with funding precarity and remain chronically under-
resourced. The New Zealand Charities Commission, 
which operated under a $4.8M budget from 2005-
2012, was disestablished as a government cost-
cutting measure and its functions were absorbed into 
the Department of Internal Affairs.65 The UK Charity 
Commission has also experienced significant funding 
cuts in the last decade, with their operating budget 
and staff cut in half between 2007 and 2016.66

64  Salamon, L. & Toepler, S. (2015). “Government-nonprofit 
cooperation: anomaly or necessity?”. Voluntas 26: 2155-2177.
65  Garrett, T. (2017). “The Evanescent Regulator” in in McGregor-
Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The Inside 
Story. New York: Routledge.
66  Driscoll, L. (2017). “The Reforming Regulator” in McGregor-
Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The Inside 
Story. New York: Routledge.

Key Insights
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Adjudicating
Judicial review of regulatory decisions 
must be accessible for organizations

The UK introduced a Charity Tribunal to provide 
a cheaper, faster and simpler process to appeal 
decisions of the Charity Commission.67 While the 
UK is one of a few examples where a specialized 
tribunal has been established, there are numerous 
other jurisdictions that have addressed issues 
with charitable appeal processes. In New Zealand, 
the Charities Bill was revised to allow charities to 
appeal all decisions of the Commission (not just 
registration decisions) and for the High Court to 
be the first forum for appeals, with subsequent 
appeals allowed.68

Enabling
Enabling the sector requires taking risks 
and thinking outside the box

The Voluntary Sector Initiative (VSI) was bold and 
ambitious in scope, but later criticized for being 
“timid” about addressing significant institutional 
reform and avoiding politically contentious issues 
(e.g. advocacy, funding).69 At the provincial level, the 
Government of Ontario’s Partnership Project was 
one example of effective risk-taking and thinking 
beyond the conventional scope of government-sector 
policy priorities. While the Project has since ended, 
it was effective in broadening the definition of the 
sector by establishing an Office of Social Enterprise, 
investing in the MaRS Solutions Lab, hosting a Social 
Innovation Summit and establishing Centres of 
Excellence.70

67  Driscoll, L. (2017). “The Reforming Regulator” in McGregor-
Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The Inside 
Story. New York: Routledge.
68  Barker, S. (2017). “Reflections on Regulatory Accountability” in 
McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating Charities: The 
Inside Story. New York: Routledge.
69  Phillips, S. (2001). “From Charity to Clarity: Reinventing Federal 
Government-Voluntary Sector Relationships”. The Philanthropist 
16(4): 240-262.
70  Government of Ontario. (2013). “Partnership Project Progress 
Report (2013)”. Available at: https://www.ontario.ca/page/
partnership-project-progress-report-2013.

Horizontal problem solving is needed for 
the sector to thrive

Many public servants recognize that tackling big, 
complex issues requires a horizontal approach. 
The question is how best to go about doing it? 71

Simply put, governments have trouble 
solving big complex problems in large 
part because governments have been 
organized into collections of narrowly 
focused vertical silos. While adept at 
solving problems that fall neatly within 
these silos, governments are not well-
designed for tackling problems that 
spillover across multiple silos. 72

Enabling bodies that are centrally situated within 
government (e.g. the UK Office of Civil Society, 
which was originally situated within the Cabinet 
Office) appear to be most effective at coordinating 
cross-ministerial policies and promoting a 
horizontal or “whole-of-government” shift towards 
sector reform. Some countries have integrated 
and digitized government data for individual 
organizations so they have a single profile for data 
collection, funding applications and regulatory 
issues (e.g. Australia’s Charity Passport to reduce 
red tape).

The Australian Charities and Not-for-profits 
Commission is one example of a more centralized 
regulating and enabling body, functioning as 
a “one-stop shop” for the social sector. The 
Commission registers organizations, collaborates 
with other levels of government on a streamlined 
reporting framework, educates the public on the 

71  Urban, M. (2018). “Abandoning Silos: How innovative 
governments are collaborating horizontally to solve complex 
problems.” Mowat Centre. Available at: https://mowatcentre.ca/
abandoning-silos/.
72  Urban, M. (2018). “Abandoning Silos: How innovative 
governments are collaborating horizontally to solve complex 
problems.” Mowat Centre. Available at: https://mowatcentre.ca/
abandoning-silos/.

https://www.ontario.ca/page/partnership-project-progress-report-2013
https://www.ontario.ca/page/partnership-project-progress-report-2013
https://mowatcentre.ca/abandoning-silos/
https://mowatcentre.ca/abandoning-silos/
https://mowatcentre.ca/abandoning-silos/
https://mowatcentre.ca/abandoning-silos/
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sector’s impact and contribution, and educates 
charities and non-profit organizations on their 
regulatory obligations. The Australian Tax Office 
is responsible for assessing charities’ eligibility 
for tax exemptions, but all other functions are 
managed by the Commission.

Collaborating with the sector requires 
clear outcomes, processes and principles

One of the greatest strengths of the VSI was 
that it was process-driven; it established very 
clear platforms and feedback mechanisms that 
allowed sector representatives to participate in 
a meaningful, ongoing way.73 The Alberta Non-
Profit and Voluntary Sector Initiative (ANVSI) 
is another example of a clear process-driven 
approach, with designated seats for sector 
umbrella organizations, deputy ministers and 
other stakeholders in a Leaders Council and 
Stewardship Forum model.74

The Accord, published in 2001, has been the 
clearest articulation to date of the principles that 
should inform the government-sector relationship. 
The principles of independence, transparency, 
ongoing dialogue, collaboration and accountability 
to Canadians continue to resonate with the sector 
and align closely with successful international 
approaches, such as the UK Government 
Compact.75

73  Phillips, S. (2001). “From Charity to Clarity: Reinventing Federal 
Government-Voluntary Sector Relationships”. The Philanthropist 
16(4): 240-262.
74  Elson, P. (2014). “Third wave, third sector: a comparative 
provincial analysis of the governance of third sector relations”. 
Canadian Public Administration 57(4): 527.
75  UK Government. (2010). “The Compact”. Available at: http://
webarchive.nationalarchives.gov.uk/20110202130234/http://www.
thecompact.org.uk/files/143051/FileName/TheCompact.pdf.

The enabling mandate requires cross-
party support to sustain momentum 
across political terms and government 
restructuring

Changes of government have resulted in 
significant sustainability issues for sector 
initiatives. In 2006, the newly elected government 
cancelled the Canadian Volunteer Initiative and 
numerous ministerial advisory committees that 
had been established from the groundwork of 
the VSI.76 Newfoundland’s Minister Responsible 
for the Volunteer and Nonprofit Sector and New 
Brunswick’s Community Non-Profit Organizations 
Secretariat and deputy minister were similarly 
short-lived initiatives due to changes in political 
priorities.77

Leading from the Bottom Up
Sustainable funding is vital for sector 
umbrella organizations

Funding pressures have persisted on both sides 
— federal and provincial governments have 
largely underfunded the social sector portfolio, 
and organizations remain reticent to embrace 
membership fees to strengthen the capacity of 
provincial and national umbrella organizations that 
advocate on their behalf.78 While the VSI included 
a $94.6M funding commitment, few organizations 
directly benefited from those resources and the 
funding was intended to be short-term in nature.79

76  Wyatt, B. (2017). “Reflections on the Long and Winding Road of 
Regulation” in McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating 
Charities: The Inside Story. New York: Routledge.
77  Elson, P. (2014). “Third wave, third sector: a comparative 
provincial analysis of the governance of third sector relations”. 
Canadian Public Administration 57(4): 527.
78  Wyatt, B. (2017). “Reflections on the Long and Winding Road of 
Regulation” in McGregor-Lowndes, M. & Wyatt, B. (eds). Regulating 
Charities: The Inside Story. New York: Routledge.
79  Johnston, P. (2013). “A Retrospective Look at the Voluntary 
Sector Initiative: What Lessons Did We Learn?” The Philanthropist. 
Available at:https://thephilanthropist.ca/original-pdfs/
Philanthropist-25-1-512.pdf.

http://webarchive.nationalarchives.gov.uk/20110202130234/http:/www.thecompact.org.uk/files/143051/FileName/TheCompact.pdf
http://webarchive.nationalarchives.gov.uk/20110202130234/http:/www.thecompact.org.uk/files/143051/FileName/TheCompact.pdf
http://webarchive.nationalarchives.gov.uk/20110202130234/http:/www.thecompact.org.uk/files/143051/FileName/TheCompact.pdf
https://thephilanthropist.ca/original-pdfs/Philanthropist-25-1-512.pdf
https://thephilanthropist.ca/original-pdfs/Philanthropist-25-1-512.pdf
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Sector self-regulation can complement 
government-led regulatory efforts

Imagine Canada currently promotes sector self-
regulation through its Standards Program, which 
provides accreditation for registered charities that 
meet five operational standards.80 In the United 
States, Independent Sector (a non-governmental 
advocacy organization for the sector) has 
published 33 “principles for good governance 
and ethical practice” to promote increased self-
regulation.81 These principles are intended to 
supplement government regulatory oversight, 
allowing the sector to establish “industry norms” 
where there are legislative gaps or regulatory 
weaknesses. Self-regulation can be a useful 
complement to the government regulatory regime 
by promoting public trust and cohesion within the 
sector as a whole.

Umbrella organizations and governments 
can leverage technology to facilitate 
ongoing communication and collaboration

Consultation approaches that include sending 
organizational representatives for annual or 
biennial in-person conferences or summits may 
become less relevant in the future, as technology 
allows for ongoing, real-time engagement that 
is more efficient and cost-effective. In 2013, 
the Government of Alberta used an online wiki 
to engage Albertans in the development of the 
province’s Social Policy Framework. 31,000 
Albertans provided submissions or edited drafts 
of the Framework online and the Government 
of Alberta consolidated this information into a 
crowdsourced, co-created policy document.82 
The federal government could explore similar 

80  Imagine Canada. (2018a). “Standards Program”. Available at: 
http://www.imaginecanada.ca/our-programs/standards-program.
81  Independent Sector (2015). Principles for Good Governance and 
Ethical Practice: A Guide for Charities and Foundations. Independent 
Centre. Available at: https://www.independentsector.org/wp-
content/uploads/2016/11/Principles2015-Web-1.pdf. 
82  Government of Alberta. (2013). “Alberta’s Social Policy 
Framework.” Available at: http://www.humanservices.alberta.ca/
documents/spf-full-report.pdf.

approaches, in partnership with umbrella 
organizations, to identify policy issues or prioritize 
reform options with direct input from the sector.

Considerations for Selecting 
Models
What should the federal government consider when 
selecting new models/mechanisms? The following 
questions and considerations emerged in our 
research:

 » Is the entity meant to be temporary or 
permanent? What would its mandate be?

 » How would the sector provide leadership and 
input on its direction? Would there be a joint 
leadership structure?

 » Does this approach duplicate, or build upon, a 
previous approach (e.g. the Voluntary Sector 
Initiative)? Does it serve to move the conversation 
forward?

 » Is the entity’s mandate constitutionally valid? 
How would it work with provincial governments?

 » What would be the most cost-effective approach 
over the long term?

 » What type of entity would be best insulated from 
political interference or changes in government?

 » How would the entity fit within existing 
government machinery and work across 
government? Does it risk being siloed?

 » Are there opportunities to align with other 
proposed frameworks such as those outlined in 
the recommendations from the Social Innovation 
and Social Finance Strategy Co-Creation Steering 
Group?83

83  Employment and Social Development Canada. (2018). 
“Inclusive Innovation: New Ideas and New Partnerships for 
Stronger Communities”. Available at:https://www.canada.ca/en/
employment-social-development/programs/social-innovation-
social-finance/reports/recommendations-what-we-heard.
html#h2.05.

http://www.imaginecanada.ca/our-programs/standards-program
http://www.humanservices.alberta.ca/documents/spf-full-report.pdf
http://www.humanservices.alberta.ca/documents/spf-full-report.pdf
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05


There is an innovation 
that is often called 
entrepreneurship, which is 
the big innovation. What we 
don’t recognize as being as 
important as entrepreneur 
innovation (setting the big
details and pictures) is carry-
through innovation. We need 
at some point the advocates, 
but we also need well-
inspired grinders, who work 
every day with the details, 
because the devil is in the 
details. So is the salvation.
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THE WAY 
FORWARD5

There is an innovation that is often called entrepreneurship, which is the big innovation. What 
we don’t recognize as being as important as entrepreneur innovation (setting the big details and 
pictures) is carry-through innovation. We need at some point the advocates, but we also need well-
inspired grinders, who work every day with the details, because the devil is in the details. So is the 
salvation.84 

The recommendations that follow emphasize the need to fully realize the potential of Canada’s social sector. 
They propose a significant shift in how the federal government currently regulates and enables the sector.  84 

84 Senate of Canada. (2018). “Evidence.” The Special Senate Committee on the Charitable Sector. Quotation attributable to Laird Hunter, 
Pemsel Foundation. October 22, 2018. Available at: https://sencanada.ca/en/Content/SEN/Committee/421/cssb/54308-e.

FIGURE 4

Comparison of Current State and Future State

Current State Future State

Regulating

Adjudicating

Enabling/
Facilitating

Leading

Canada Revenue Agency 
Charities Directorate

Internal Canada Revenue Agency 
appeals process, followed by 

Federal Court of Appeal

Individual government 
departments engage with 

sector on ad-hoc basis

Imagine Canada and other 
sector umbrella organizations

Canada Revenue Agency Charities 
Directorate with a narrowed 

mandate - regulatory functions only

Internal Canada Revenue Agency 
appeals process, followed by Tax 

Court of Canada

Centralized office/unit within Privy Council 
aligned with Social Innovation/Social 

Finance recommendations

Imagine Canada and other sector 
umbrella organizations, with 
increased resources/scope
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This approach recognizes the urgent need to create a model within the federal government focused on 
the goal (shared outcomes in partnership with the sector) rather than on legal structure.

By implementing the changes in all four functional areas – regulating, adjudicating, enabling and leading 
– the government can create a more supportive, effective and efficient system within which the sector 
operates. This can transform the environment from one that is constrained to one that is enabled.

By taking a long-term, whole-of-government approach, the federal government can effectively break the 
inertia on reform of its relationship with social sector, more effectively engage in horizontal problem 
solving with the sector, and move forward with several promising opportunities for legislative and 
regulatory reform. Focusing on enabling the sector’s potential, rather than just regulating its risks, will 
yield significant social and economic dividends for decades to come.

FRAGMENTED

CONFUSING

OUTDATED

SILOED

RESTRICTED

REACTIVE

STARVED

INTEGRATED

TRANSPARENT

OUTCOMES-FOCUSED

ENGAGED

INNOVATIVE

EVIDENCE-BASED

SUSTAINABLE

Current
State

Future
State

FIGURE 5

Transforming the Environment - From Constrained to Enabled
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Establishing a 
standalone Social 

Sector Office in 
a central agency 

would create 
a centralized, 

forward-looking 
enabling body for 

the sector as a 
whole.
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Designate the Tax Court of Canada as the first point of appeal for CRA 
decisions, rather than the Federal Court of Appeal
This would make judicial review for CRA decisions more affordable, accessible and rigorous for charities 
by allowing full fact-finding trials.85 Improving access to the justice system will have a positive impact on 
the sector overall because it would result in more extensive judicial direction on interpreting the Income 
Tax Act. This, in turn, would improve the Charities Directorate’s ability to ensure compliance and publish 
guidance for charities.

Use regulatory ‘sandboxes’ to explore new regulatory models86

In a regulatory sandbox, the regulator applies a different set of rules to a small number of actors for a 
limited period. The regulator observes its sample and learns by live experience how the regulated actors 
use the new rules. A regulatory sandbox would let the federal government test new regulatory approaches 
(e.g. the destination of funds test) without risking difficult-to-reverse, sector-wide changes.

Create a Standing Joint Committee for the Social Sector with members 
from both the House of Commons and the Senate
There is currently no regular remit for the sector’s legislative/regulatory frameworks to be reviewed at the 
legislative level. A Standing Joint Committee for the Social Sector, with members from both the House 
of Commons and the Senate, would provide a permanent means of reviewing and amending legislation 
and conducting studies on issues of relevance to the sector. Sector leaders have proposed that this type 
of regular review should occur approximately once every five years, allowing the Committee to identify 
and proactively address issues and gaps as they emerge.87 The legislative branch has a regular remit to 
review other statutes, such as the Bank Act.

85  Muttart Foundation. (2018). “Submission to the Special Committee of the Senate on the Charitable Sector”. Available at: https://www.
muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf.
86  Employment and Social Development Canada. (2018). “Inclusive Innovation: New Ideas and New Partnerships for Stronger 
Communities”. Available at:https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/
reports/recommendations-what-we-heard.html#h2.05.
87  Muttart Foundation. (2018). “Submission to the Special Committee of the Senate on the Charitable Sector”. Available at: https://www.
muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf.

RECOMMENDATIONS6

https://www.muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf
https://www.muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05
https://www.muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf
https://www.muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf
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Retain the CRA Charities 
Directorate’s role in granting and 
revoking tax-exempt status for 
charities, but narrow its mandate 
exclusively to regulatory functions
The Charities Directorate retains an important 
role in implementing the Income Tax Act as 
the regulator of registered charities. However, 
the Charities Directorate has increasingly been 
pressured to subsume the “charities portfolio” 
for the federal government, shifting into 
more enabling functions (see Figure 3). The 
Directorate currently lists sector engagement, 
policy development and education as part of its 
mandate.88 We recommend that the Directorate 
narrow its mandate exclusively to the regulatory 
functions, with a separate body to assume the 
enabling functions including sector engagement, 
policy development and education.

While details are still unknown, the recently 
announced permanent Advisory Committee on the 
Charitable Sector89 will be an important vehicle for 
meaningful dialogue with the sector on regulatory 
issues.90 However, it is unlikely that it is going to 
be able to support the enabling functions needed 
(as defined in Figure 3) given its location within 
(and mandate of) the tax regulator.

88  Canada Revenue Agency (2018). “About the Charities 
Directorate”. Available at: https://www.canada.ca/en/revenue-
agency/services/charities-giving/charities/about-charities-
directorate.html.
89  Government of Canada. (2018). “Investing in Middle Class 
Jobs: Fall Economic Statement 2018.” Available at: https://www.
budget.gc.ca/fes-eea/2018/docs/statement-enonce/fes-eea-
2018-eng.pdf.
90  Imagine Canada. (2018b). “Imagine Canada pleased with 
Fall Economic Statement commitments.” Available at: http://
imaginecanada.ca/news-item/imagine-canada-pleased-fall-
economic-statement-commitments. 31
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Establish a Social Sector Office as a permanent unit within a central agency 
to support the enabling/facilitating function91

Establishing a standalone Social Sector Office in a central agency would create a centralized, forward-
looking enabling body for the sector as a whole. Locating the Office within a central agency would allow for 
policy coordination across departments and meaningful consultation and engagement with other sectors.

There are clear parallels between the mandate for this Office and the Office for Social Innovation that was 
proposed in the National Social Finance and Social Innovation Strategy.92 Where possible, it would be 
particularly prudent to align these mandates and establish clear institutional links. A newly formed office, 
for example, could investigate the parameters and governance model of the recently announced Social 
Finance Fund and Impact Readiness Stream.

Figure 6 demonstrates how the role of the regulator and enabler would differ. We identified the Privy 
Council Office (in alignment with the existing Impact and Innovation Unit) to be a promising option 
because it would allow for policy coordination across government. Embedding the Office here would help 
to advance an outcomes-driven, rather than an issues-driven, approach by positioning the sector as a 
partner rather than a stakeholder/recipient of funding.

91  Muttart Foundation. (2018). “Submission to the Special Committee of the Senate on the Charitable Sector”. Available at: https://www.
muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf.
92  Employment and Social Development Canada. (2018). “Inclusive Innovation: New Ideas and New Partnerships for Stronger 
Communities”. Available at:https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/
reports/recommendations-what-we-heard.html#h2.05.

FIGURE 6

Clarifying Roles for the Regulator and Enabler

Charities Directorate (Regulator) Office within Central Agency (Enabler)

 » Maintaining a record of registered charities.
 » Registering and deregistering charities based 
on the provisions of the Income Tax Act.

 » Publishing policies and guidance on the 
process for becoming a registered charity.

 » Advising charities on compliance-related 
issues.

 » Providing an internal review process as the 
first point of appeal for registration decisions.

 » Soliciting input from sector representatives on 
issues specific to charity regulation through 
advisory committee.

 » Coordinating with provincial regulators.
 » Auditing charities for compliance with the 
Income Tax Act and enforcing through the use 
of education letters, compliance agreements, 
intermediate sanctions or revocations.

 » Consulting with sector on priorities, challenges and 
proposals for legislative/regulatory reform.

 » Convening Social Innovation Council to act in an advisory 
capacity.

 » Advancing legislative/regulatory reform (e.g. Income Tax Act, 
Canada Not-for-Profit Corporations Act).

 » Advancing sector policy initiatives (e.g. data infrastructure, 
funding and procurement reform)

 » Coordinating cross-departmental policy initiatives related to 
sector.

 » Overseeing implementation of Social Innovation and Social 
Finance Strategy with sector’s input (including the recently 
announced Social Finance Fund and Impact Readiness 
Stream).

 » Liaising with umbrella organizations.
 » Coordinating federal-provincial government functions/
activities as appropriate (i.e. problem solving and agenda 
setting).

 » Disseminating best practices.

https://www.muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf
https://www.muttart.org/wp-content/uploads/2018/10/Muttart-Submission-Oct.-2018.pdf
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05
https://www.canada.ca/en/employment-social-development/programs/social-innovation-social-finance/reports/recommendations-what-we-heard.html#h2.05
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Pros and Cons of Different Locations in Government

Figure 7 summarizes the pros and cons of placing the Social Sector Office in various 
locations across the federal government. Our research suggests that there is likely to be no 
consensus on the ideal location and its success will be predicated on its political influence, 
its leadership capabilities, and the interests of the government of the day.

FIGURE 7

Department/Agency Pros Cons

Privy Council Office  » Centralized function. Could assist 
with policy coordination

 » Very broad mandate; potential for 
competing priorities

Treasury Board Secretariat
 » Ability to marshal resources across 
government

 » May lack a broader service delivery 
perspective (emphasis on fiscal 
implications)

Finance Canada  » Existing expertise with Charities 
Directorate

 » Too closely aligned with regulatory 
function (CRA)

Employment and Social 
Development Canada

 » Existing social innovation/social 
finance infrastructure

 » Embedded within existing 
government structure; potential for it 
to be more sustainable

 » Narrow scope of mandate.
 » May have limited policy coordination 
across departments if situated within 
one ministry

 » Large ministry with significant 
responsibility; sector issues may be 
eclipsed by other policy priorities

Innovation, Science and 
Economic Development 

Canada

 » Federal lead for innovation and 
economic development

 » Embedded within existing 
government structure; potential for it 
to be more sustainable

 » May lack a broader service delivery 
perspective

 » May have limited policy coordination 
across departments if situated within 
one ministry

Canadian Heritage 

 » Mandate aligns with traditional views 
of sector

 » Embedded within existing 
government structure; potential for it 
to be more sustainable

 » May narrow scope to arts/culture/
heritage issues

 » May have limited policy coordination 
across departments if situated within 
one ministry

 » May fragment approaches to social 
innovation efforts
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Expand the scope of the 
recommended Social Innovation 
Council to include enabling the 
social sector
The Social Innovation and Social Finance Co-
Creation Steering Group Report recommended a 
permanent cross-sector Social Innovation Council 
to advise on how federal policies and programs 
can facilitate social innovation. This role, 
expanded to focus on enabling the social sector 
more broadly, would provide a useful advisory 
function to the Social Sector Office. The Council’s 
role would be connected, but distinct, from the 
reinstated advisory committee for the Charities 
Directorate noted above as the Council would 
focus on guiding and supporting the enabling 
functions.

Anchor a commitment to long-
term policy action by embedding 
the Office, Council and associated 
funding structures in legislation
Embedding the institutional structure, funding 
model and guiding principles proposed in these 
recommendations in legislation can help to 
create some permanency (similar to the UK’s 
Charities Act or Australia’s Charities and Not-for-
profits Commission Act). The legislation would 
have to be amended or repealed to change the 
approach, rather than leaving the decision to be 
executed with less visibility and scrutiny. Creating 
a statutory framework would also make the 
federal government’s approach more visible and 
less vulnerable to changes in political priorities. 
In doing so, it will also recognize and enable the 
sector as a strategic partner in building thriving 
communities, improving wellbeing, and driving 
economic growth and innovation.

Example of UK Charities 
Act: The Potential for 
Consolidation

The UK Charities Act includes the following 
provisions:

 » A definition of charity and charitable 
purposes

 » The Charity Commission’s scope and 
functions

 » The process of registering and 
deregistering charities

 » The process for granting tax-exempt 
status, and associated requirements

 » Structure of charitable boards

 » Parameters for “charitable companies” and 
“charitable incorporated organizations”

 » Process of appealing to the Charity 
Tribunal

Invest in the social sector 
infrastructure
Social sector infrastructure is required to 
undertake sector-related research, cross-party 
relationship building, policy engagement and 
coordination, sector capacity-building and self-
regulation. Governments, other funders and 
sector organizations all play an important role 
in ensuring strong social sector infrastructure. 
Umbrella organizations would benefit from longer 
five-year funding cycles to effectively build their 
own capacity and gain trust and credibility with 
key stakeholders. Longer funding cycles would 
also insulate umbrella organizations from political 
pressure, allowing them to further establish 
reputations and contribute meaningfully to the 
policy process.
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APPENDICES
APPENDIX A:  
SUMMARY OF PREVIOUS CANADIAN INITIATIVES

Imagine Canada National Summit (2011)
 » 500 sector representatives met in Ottawa to inform the development of a National Engagement 
Strategy.

 » Key recommendations included improving working conditions, diversified and sustainable funding, 
a clearer narrative of the sector’s contribution and impact and increased support for volunteer 
management and talent recruitment.93

Independent Blue Ribbon Panel on Grants (2006)
 » Treasury-Board-commissioned Panel to make recommendations to improve the delivery and 
accountability of grant and contribution programs.

 » The Panel recommended appointing a federal minister responsible for grants and contributions, 
aligning grants and contributions policies against a set of common principles, ensuring better 
alignment between funding instruments and the programs they support, providing clearly defined and 
reasonable objectives for grantees and promoting horizontal coordination of program administration 
across departments for a “single client” approach.94

Accord Between Government and the Voluntary Sector (2001)
 » Developed by the Joint Accord Table through the Voluntary Sector Initiative (VSI), the Accord (modeled 
after the Compact in the UK) was a framework agreement signed between the Government of Canada 
and the voluntary sector in 2001 that articulated a vision and principles for working together.95

 » The Accord committed the Government of Canada to “consider the implications of legislation, policies 
and programs on the sector and engage the sector in open, informed and sustained dialogue” and 
committed the sector to “identify important or emerging issues and trends and bring them to the 
Government of Canada’s attention and call upon the full depth and diversity of voluntary organizations 
when at the table.”96

 » The Code of Good Practice on Policy Dialogue and the Code of Good Practice on Funding were created 
to provide concrete guidance on implementing the Accord in both Government and voluntary sector 
organizations.97

93  Imagine Canada. (2012). “National Summit Report”. Available at:http://www.imaginecanada.ca/sites/default/files/ns_
report_02292012.pdf.
94  Treasury Board of Canada Secretariat. (2006). “From Red Tape to Clear Results: The Report of the Independent Blue Ribbon Panel on 
Grants and Contributions Programs”. Available at: http://publications.gc.ca/collections/Collection/BT22-109-2007E.pdf.
95  Elson, P. (2007). “A short history of voluntary sector-government relations in Canada”. The Philanthropist 21(1): 36-74. Available at: 
https://thephilanthropist.ca/original-pdfs/Philanthropist-21-1-358.pdf.
96  Voluntary Sector Initiative. (n.d.). Government of Canada. Available at: http://www.vsi-isbc.org/.
97  Voluntary Sector Initiative. (n.d.). Government of Canada. Available at: http://www.vsi-isbc.org/.

http://www.imaginecanada.ca/sites/default/files/ns_report_02292012.pdf
http://www.imaginecanada.ca/sites/default/files/ns_report_02292012.pdf
http://publications.gc.ca/collections/Collection/BT22-109-2007E.pdf
https://thephilanthropist.ca/original-pdfs/Philanthropist-21-1-358.pdf
http://www.vsi-isbc.org/
http://www.vsi-isbc.org/
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Voluntary Sector Initiative (2000 - 2005)
 » A five-year joint initiative between the Government of Canada and the voluntary sector focused on 
strengthening their working relationship and enhancing the capacity of the voluntary sector.98

 » Working through seven joint tables, the VSI tasked 77 voluntary sector representatives and 
approximately the same number of federal officials with giving effect to recommendations contained in 
the 1999 Working Together report.99

 » The VSI led to the establishment of the Accord and the creation of two Codes of Good Practice.

Panel on Accountability and Governance in the Voluntary Sector (1999)
 » Established in 1997 by the Voluntary Sector Roundtable, the Panel on Accountability and Governance in 
the Voluntary Sector (also known as the Broadbent Panel) was given a mandate to explore wide-ranging 
issues, including fundraising practices and fiscal management, government regulation of the sector, 
and accountability practices.100

 » The Panel’s final report, Building on Strength, put forward 41 recommendations targeted towards the 
voluntary sector and governments, which included creating a good practice guide, creating a Voluntary 
Sector Commission, Parliamentary review of the definition of charity, and developing a framework 
agreement between the sector and governments like the Compact in the UK.101

 » Significant factor in the creation of the Voluntary Sector Initiative.102

98  Voluntary Sector Initiative. (n.d.). Government of Canada. Available at: http://www.vsi-isbc.org/.
99  Johnston, P. (2013). “A Retrospective Look at the Voluntary Sector Initiative: What Lessons Did We Learn?” The Philanthropist. 
Available at:https://thephilanthropist.ca/original-pdfs/Philanthropist-25-1-512.pdf.
100  Elson, P. (2007). “A short history of voluntary sector-government relations in Canada”. The Philanthropist 21(1): 36-74. Available at: 
https://thephilanthropist.ca/original-pdfs/Philanthropist-21-1-358.pdf.
101  Elson, P. (2007). “A short history of voluntary sector-government relations in Canada”. The Philanthropist 21(1): 36-74. Available at: 
https://thephilanthropist.ca/original-pdfs/Philanthropist-21-1-358.pdf.
102  Voluntary Sector Initiative. (n.d.). Government of Canada. Available at: http://www.vsi-isbc.org/.

http://www.vsi-isbc.org/
https://thephilanthropist.ca/original-pdfs/Philanthropist-25-1-512.pdf
https://thephilanthropist.ca/original-pdfs/Philanthropist-21-1-358.pdf
https://thephilanthropist.ca/original-pdfs/Philanthropist-21-1-358.pdf
http://www.vsi-isbc.org/
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APPENDIX B:  
SUMMARY OF KEY LEGISLATIVE/REGULATORY 
REFORM ISSUES
Figure 8 is an adaptation of the table included in Turning a Corner: Laying the Groundwork for Charity 
Regulatory Reform in Canada.103 Some additions were made to incorporate sector feedback and the 
recommendations from the Report of the Consultation Panel on the Political Activities of Charities.

FIGURE 8

Issue Description Problem

Political 
Activities

The Income Tax Act says a charity may 
devote resources to political activities only 
if it spends substantially all of its resources 
on charitable activities or purposes. The 
Directorate has interpreted those words to 
mean a charity may not spend more than 
10% of its resources on public advocacy.104

Some charities see political change as the most 
promising route to progress on their charitable 
missions. These charities believe that the rules 
should not prohibit the most effective (and 
perhaps the only) strategies by which they can 
fulfill their purposes. Others do not understand the 
Directorate’s definition of political activities (for 
example, some charities believe privately advising 
governments counts as a political activity). Some 
struggle to correctly classify activities and to 
calculate resources spent on political activities.

Definition of 
Charity and 
Charitable 
Purposes

The Income Tax Act does not define 
charitable purpose, instead adopting the 
common law definition.105 The common law 
definition takes its classification scheme 
from Pemsel,106 an 1891 English case. 
That classification scheme reflects the 
mores of an earlier time. While the courts 
have occasionally added to the scheme, 
they pass rarely on charity questions. In 
Vancouver Society of Immigrant and Visible 
Minority Women v. Minister of National 
Revenue, the Supreme Court of Canada said 
Parliament, rather than the courts, should 
amend the definition of charity if it requires 
an amendment.107

Some charities or applicants for charitable status 
want to move beyond the Pemsel scheme, or at 
least expand its interpretation. Some charities, 
for example, want to prevent poverty, rather than 
just alleviate it (Pemsel speaks only to alleviating 
poverty). As of Vancouver Society, these 
charities have nowhere to which to appeal except 
Parliament. To date, Parliament has not shown 
great interest in studying the limits of the current 
definition and the costs and benefits of change.

103  Farthing-Nichol, D., Lalande, L. & Cave, J. (2017). “Turning a Corner: Laying the Groundwork for Charity Regulatory Reform in Canada.” 
Mowat Centre. Available at: https://mowatcentre.ca/turning-a-corner/. 
104  Canada Revenue Agency. (2003a). “Political activities.” Available at: http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-022-eng.html.
105  A purpose is charitable under the common law if it fits within one of four categories: relief of poverty, advancement of education, 
advancement of religion, or certain other purposes beneficial to the community in a way the law regards as charitable (such as health 
promotion or environmental protection). See Canada Revenue Agency. (2013). “How to draft purposes for charitable registration”. 
Available at:  http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/drftprpss-eng.html#fn4
106  Commissioners for Special Purposes of the Income Tax v. Pemsel, [1891] A.C. 531 (H.L.).
107  [1999] 1 S.C.R. 10.

https://mowatcentre.ca/turning-a-corner/
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-022-eng.html
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/drftprpss-eng.html#fn4
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/drftprpss-eng.html#fn4
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Earned 
Revenue

The Income Tax Act says a charitable 
organization or a public foundation may 
only run a business if the business qualifies 
as a related business (a private foundation 
cannot run a business of any sort). The 
Income Tax Act says a business 90% run by 
volunteers is one type of related business. 
The Directorate says the only other type of 
related business is a business linked and 
subordinate to the charity’s purpose.108

Sales of goods and services comprised more than 
45% of charity and not-for-profit revenue in 2008, 
the last time Statistics Canada counted.109 Many 
charities want to increase that percentage to 
bridge the gap between grants and donations and 
demand for services. Sizable businesses cannot 
run on 90% volunteer labour. The Directorate’s 
linked and subordinate standard restricts 
business activities to small projects.

Partnerships 
with Non-
Charities

The Income Tax Act says a charity may only 
spend its resources on gifts to qualified 
donees or on its own charitable activities. 
The Directorate has interpreted those words 
to mean a charity must maintain direction 
and control over resources given to a non-
qualified donee (a category that includes 
not-for-profits, for-profits and foreign 
charities).110

Some charities see great opportunity in 
collaboration across legal forms. Many charities, 
especially foundations and international 
development organizations, would rather help 
an entity or consortium on the ground than carry 
out activities itself. The direction and control 
rules impose high administrative costs on such 
arrangements. The rules require charities to 
supervise and instruct the recipients of charitable 
resources. The rules undercut the reason for 
partnership.

Process 
for Judicial 

Review

Charities must appeal Canada Revenue 
Agency decisions at the Federal Court of 
Appeal, rather than the Tax Court of Canada 
or a more specialized administrative tribunal 
(as is the case in other jurisdictions).

Appealing to the Federal Court of Appeal is an 
expensive and time-intensive process, resulting 
in few decisions for the Canada Revenue Agency 
and organizations to use to inform good practice 
for the future.111

108  Canada Revenue Agency. (2003b). “What is a related business?” Available at: http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/
cps-019-eng.html.
109  Statistics Canada. (2017). CANSIM 388-0001 Production, income and outlay accounts of nonprofit institution and volunteering. 
Available at: http://www5.statcan.gc.ca/cansim/a26.
110  Canada Revenue Agency. (2010). “Canadian registered charities carrying out activities outside Canada”. Available at: http://www.
cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/tsd-cnd-eng.html; Canada Revenue Agency. (2011). “Using an intermediary to carry out a charity’s 
activities within Canada”. Available at: http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/ntrmdry-eng.html.
111  Voluntary Sector Roundtable. (1999). “Working Together: A Government of Canada/Voluntary Sector Joint Initiative”. Available at: 
http://www.vsi-isbc.org/eng/knowledge/working_together/pco-e.pdf.

http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-019-eng.html
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cps/cps-019-eng.html
http://www5.statcan.gc.ca/cansim/a26
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/tsd-cnd-eng.html
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/tsd-cnd-eng.html
http://www.cra-arc.gc.ca/chrts-gvng/chrts/plcy/cgd/ntrmdry-eng.html
http://www.vsi-isbc.org/eng/knowledge/working_together/pco-e.pdf
http://www.vsi-isbc.org/eng/knowledge/working_together/pco-e.pdf
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APPENDIX C:  
SUMMARY OF INTERNATIONAL MODELS

Jurisdiction Regulatory Body Enabling Body Oversight Body Adjudicative Body

Canada 
(current state)

Canada Revenue 
Agency Charities 
Directorate

N/A Minister of National 
Revenue

Federal Court of 
Appeal

UK Charity Commission Office of Civil 
Society

Parliament Charity Tribunal

Australia
Australian Charities 
and Not-for-Profits 
Commission

Australian Charities 
and Not-for-Profits 
Commission

Parliament Administrative Appeals 
Tribunal

New Zealand
Charities Services 
(formerly Charity 
Commission)

N/A Department of 
Internal Affairs

Charities Registration 
Board

United States

IRS Independent Sector IRS IRS Appeals Office, U.S. 
Tax Court, U.S. Court 
of Federal Claims or 
U.S. District Court for 
District of Columbia

Ireland
Irish Charities 
Regulator 

Charities Institute 
Ireland

Minister for Rural, 
Community and 
Gaeltacht Affairs

Charity Appeals 
Tribunal
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Model Description Function Pros Cons
Judicial Branch

Tax Court as 
Appeal Court

Change first appeal court 
for CRA decisions to Tax 
Court of Canada, followed 
by Federal Court of Appeal 
for a subsequent appeal

Adjudicative  » Ability to introduce new 
evidence in fact-finding 
trials. More streamlined 
and accessible 
alternative to Federal 
Court of Appeal

 » Resource-intensive process

Charities 
Tribunal

New administrative tribunal 
to adjudicate disputes 
about regulatory decisions 
for charities; could replace 
or supplement current 
internal administrative-level 
review within CRA

Adjudicative  » More streamlined and 
accessible alternative to 
Federal Court of Appeal

 » Resource-intensive process

 » Limited scope to promote 
policy development 
and institutional reform 
within CRA; emphasis on 
adjudicating decisions

Legislative Branch

Standing Senate 
Committee on 
Civil Society

Permanent committee 
of Senators to identify 
legislative gaps, 
commission studies, call 
expert witnesses

Enabling  » Permanent body 
within Senate to 
monitor progress on 
key priorities. Can 
provide direction 
across ministries. Less 
susceptible to political 
interference

 » Limited accountability 
mechanisms to ensure 
recommendations are 
implemented

Parliamentary 
Committee on 
Civil Society

Permanent multi-party 
committee of Members 
of Parliament to identify 
legislative gaps

Enabling  » Permanent body within 
House of Commons 
to monitor progress 
on key priorities. Can 
provide direction across 
ministries

 » May be susceptible to 
political interference

Civil Society 
Commission

Commission would be 
an agent of Parliament 
(Commissioner appointed 
by Parliament but an arms-
length entity); similar to 
current Commissioner for 
Lobbying

Enabling/
Regulatory

 » Direct reporting 
relationship to 
Parliament and/or 
just Senate. Existence 
empowered by statute 
but arms-length

 » Constitutionally challenging

 » Resource-and-cost intensive 
process

 » Mandate may become 
diluted (compliance oriented 
vs nurturing) if Commission 
is expected to lead entire 
portfolio

 » Less direct ministerial links

 » Unlikely to be supported by 
current bureaucracy

APPENDIX D:  
OPTIONS FOR MODELS/MECHANISMS
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Model Description Function Pros Cons
Executive Branch

Cabinet 
Committee

Ministerial Committee to 
report to Cabinet on policy 
priorities and legislative 
gaps 

Enabling  » Supports a cross-
ministerial “whole-of-
government” approach. 
Provides high-level 
oversight of policy 
priorities

 » May be susceptible to 
political interference

Department of 
Civil Society

Department with a Minister 
appointed to oversee and 
implement civil society 
sector portfolio; would 
typically be aligned with one 
ministry with opportunities 
for cross-ministerial 
collaboration

Enabling  » Provides visibility/profile 
to sector issues

 » Clear point of contact 
for sector-government 
collaboration

 » May silo sector issues if 
situated within one ministry

 » Limited capacity to 
promote institutional 
reform; emphasis on policy 
development

 » May be vulnerable to 
changes in political 
priorities

Coordinating 
Committee of 

Deputy Ministers

Committee of Deputy 
Ministers to oversee and 
implement civil society 
sector portfolio across 
ministries

Enabling  » Supports a cross-
ministerial “whole-
of-government” 
approach. Emphasis 
on collaboration and 
policy coordination. Less 
susceptible to political 
interference

 » May maintain status quo 
without new institutional 
structure

 » No role definition or 
accountability mechanisms 
defined by statute

Dedicated 
Assistant Deputy 
Minister (ADM)

ADM (potentially within 
Innovation, Science and 
Economic Development 
or Employment and Social 
Development) appointed 
to apply a “sector lens” to 
policies across government

Enabling  » Embedded within 
existing government 
structure. Potential for it 
to be more sustainable

 » May be difficult to 
institutionalize as part of 
policy development process 
across government

 » May become siloed to 
issues within specific 
department

Office for Civil 
Society

A standalone office situated 
within Privy Council 
Office/a central agency 
or a specific ministry 
(similar to UK Office of Civil 
Society), could have a non-
governmental advisory body

Enabling  » Supports a cross-
ministerial “whole-of-
government” approach. 
Provides centralized 
entity to advance policy 
priorities

 » May silo sector issues if 
situated within one ministry

Canada Revenue 
Agency Charities 

Directorate 
(current model)

Charities Directorate 
administers provisions 
of Income Tax Act and 
performs registration/
deregistration functions for 
charities 

Regulatory  » Existing regulatory 
infrastructure; effective 
at executing provisions 
of existing legislation

 » Limited ability to support 
sector outside of regulatory 
scope

Embedded 
within proposed 
Office for Social 

Innovation

Incorporate civil society 
issues (charities and non-
profit sector, volunteerism) 
in proposed Office for 
Social Innovation; Office 
may be situated in various 
ministries/ departments 
with cross-government staff 
appointments

Enabling  » Supports a cross-
ministerial “whole-of-
government” approach. 
Provides centralized 
entity to advance policy 
priorities

 » May silo sector issues if 
situated within one ministry

Joint Table

Committee of government 
and sector representatives, 
typically linked to a specific 
ministry (e.g. proposed 
Social Innovation Council)

Enabling  » Model of equal sector-
government partnership

 » Typically a short-term 
structure; would need clear 
accountability mechanisms 
within government




