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COMPLIANCE COSTS OF FIREARMS LICENCES:

PRELIMINARY ESTIMATES
INTRODUCTION AND SUMMARY

The Auditor General reported to Parliament in December 2002 on the costs of implementing the Canadian Firearms Program.  Much of the media coverage has focussed on the cost overruns, with costs currently heading to over $1 billion.  The initial cost estimate was $119 million, which was expected to be offset by $117 million in revenues.  The Auditor General found insufficient information had been provided to Parliament for effective oversight and accountability.  This paper takes its direction from one paragraph in that December 2002 report:

10.29 Further, in its Regulatory Impact Analysis Statements the Department of Justice did not provide Parliament with an estimate of all the major additional costs that would be incurred.  This disclosure was required by the government’s regulatory policy.  The costs incurred by the provincial and territorial agencies in enforcing the legislation were not reported.  In addition, costs that were incurred by firearms owners, firearms clubs, manufacturers, sellers, and importers and exporters of firearms, in their efforts to comply with the legislation were not reported.  


Modern analyses of government policies have taken an increasing interest in compliance costs by looking at their measurement, the factors that determine their levels and the problem of compliance in general.  Compliance costs are those costs over and above the direct costs of meeting the requirements of a program, in this case, licences for the ownership of firearms.  These are costs that would disappear if the program were to disappear.  Compliance cost research has focussed on tax compliance, because tax forms account for the major part of official paperwork.  Tax compliance costs do not include the amounts of taxes paid, nor would licence and registration fees be included in the compliance costs of the firearms program.  


Compliance costs can be categorized in different ways, including money costs, time costs and psychic costs.  The activities behind these costs include completing forms, keeping records, researching obligations and being frustrated at the difficulty of the exercise.  What is a money cost and what is a time cost is a matter of both choice and structure.  Individuals can decide whether to hire a professional tax firm to fill in their tax forms, but cannot hire someone to take care of their gun licences and registration, although gun dealers will help with the registration of new firearms.  Firms use paid workers to meet their obligations under the firearms program.  


The standard method of measuring the compliance costs of a program such as the firearms program would be to survey members of the gun community by face-to-face interview, phone survey or mail-in questionnaire about the time and money (on top of fees) they have expended in order to comply.  Such a survey is well beyond the scope of the present study.  Instead, this paper summarizes the findings of some independent reviews of the program, and examines the program documentation and procedures in the light of existing tax compliance literature to see how firearms forms compare to tax forms that have been costed in Canada and elsewhere.  It is important to note, therefore, that the compliance costs estimated in this paper should be interpreted with caution, because they are not based on data provided by the program’s clients.

Two new types of licence have been issued in recent years.  The Possession Only Licence (POL) allows owners to continue to possess firearms that they already own, but not to acquire more guns.  The POL is no longer being issued, but may be renewed.  The Possession and Acquisition Licence (PAL) allows the holder to obtain and own firearms.  The current licensing process uses a combined application form.  POL applicants fill in just the first page.  PAL applicants fill in both the first and second pages.  


There are a number of reasons for believing that the firearm licence has high compliance costs:

· The Department of Justice has said that the program is “overly complex and very costly to deliver” and “... it had become difficult for owners to comply with the program.”

· The error rate on application forms was about 90%.

· Cost savings of $50 for applying early did not attract applicants.

· Some staff were described as having a “zero-tolerance” attitude.

· Some questions are intrusive, excessively so in the opinion of the Privacy Commissioner.

· The forms contain ambiguities.

· The application procedure is complex.

Given these factors, one would expect compliance costs to be high.  Based on the findings of income tax compliance studies in Canada, the United States and elsewhere, it seems reasonable to anticipate that it would take 10 to 15 hours to complete a PAL firearm application licence.  This would include a 20% factor to account for psychic costs (see page 5, below) of dealing with staff with a zero‑tolerance attitude, answering invasive questions, and dealing with complex and ambiguous documentation.

In February 2003, the average hourly earnings for hourly paid employees was $16.89, according to Statistics Canada.  Multiplying that amount by the range of 10 to 15 and adding $10 for an ID photo gives a cost range of $170 to $260.  

The POL application consists of the first half of the PAL form, eliminating the need for two reference signatures and involving less time-consuming questions.  A reasonable adjustment gives a range of 7 to 12 hours for a POL, including psychic costs.  The compliance cost range is thus $120 to $210.

In addition to these compliance costs are the direct costs of $60 for the PAL and $10 for the POL, and about $150 for the required PAL safety course.  Provincial licences (which are separate from the Canadian Firearms Program) cost about $45.

THE CANADIAN FIREARMS PROGRAM – STRUCTURE AND FEES

In 1977, the Firearms Acquisition Certificate (FAC) was introduced.  A FAC was required to purchase a firearm.  In addition, fully automatic weapons were prohibited.  Bill C-17, which came into effect in 1993, introduced stricter conditions for obtaining a FAC, including mandatory safety training.  There were increased penalties for firearm-related crimes, as well as new regulations for safe storage, handling and transportation of firearms.  In 1995, Bill C-68 introduced a new owner licensing system, mandatory registration of all firearms, and stiffer penalties for serious crimes using a firearm.  

Before Bill C-17 came into effect, anyone aged 16 or over could obtain a FAC for rifles and shotguns by completing a form indicating that he or she had neither a mental illness nor a criminal record.  No references were needed.  The FAC was valid for five years and needed to be renewed only if more guns were to be purchased.  In 1993, the age for an adult FAC was raised to 18 years, with minor permits available for younger applicants.  A photograph was required.  Screening questions concerning financial circumstances, marital status, and mental illness were added, and references were required to sign the application form.  There was a 28‑day waiting period, along with mandatory training courses.  Under Bill C-68, the licence authorizing possession of a firearm must be renewed every five years.  The references must confirm that they know of no reason that, in the interest of safety, the applicant should not be licensed.  Former spouses are notified.  (A spouse is defined as an individual of either sex with whom the applicant has lived conjugally for at least three months.)


Handguns are restricted or prohibited weapons.  Before Bill C-68, they could be owned by individuals 18 years of age or over, with no criminal record, for target shooting or gun collecting.  Each gun had to be registered and required a permit to be transported.  Bill C-68 put in place requirements that target shooters provide proof of membership at an approved shooting club.  Collectors of restricted firearms are required to know the historical, technical or scientific features of the firearms in their collections, and to allow occasional inspections.  Ownership of restricted firearms and permission to carry them for employment purposes is limited to individuals who handle, transport or protect valuables, or who work in remote wilderness areas at risk from wild animals, or who work as licensed trappers.    


As indicated above, a PAL for a rifle or shotgun costs $60.  A firearms safety course is a requirement for a licence, and costs about $150.  It is usually argued that these courses produce safety benefits that offset the cost.

COMPLIANCE COSTS 

Compliance costs are defined as the additional costs incurred by individuals, firms or others to meet the requirements of a government program.  These costs are in addition to any fees and taxes the government may collect, and are usually thought of as the total costs of completing forms and associated paperwork required by the program.  They are mirrored on the government side by administration costs.  These two costs may well be related, either directly or inversely.  For example, reducing the amount of help and client services a department delivers could reduce administration costs, but would make compliance more difficult and costly.  In addition to compliance and administration costs, government programs may impose other less obvious costs.  Disadvantaging one activity by increasing the associated costs and implicitly favouring other activities can have significant economic effects, perhaps even driving some firms and organizations out of business.  

Private individuals and firms may expend time and money to comply with government programs.  Direct financial expenses, for example the cost of an ID photo for a gun licence, are easily quantified, but time has to be converted into money units.  Lost opportunities are the underlying basis for evaluating costs.  For example, it could be assumed that individuals devote leisure time to completing forms and that the cash value of an hour of leisure is the person’s take-home or after-tax wage rate.  Work time could be evaluated in terms of the loss of productivity to the firm, which is given by the gross or before-tax wage rate.  This distinction could lead to apparent paradoxes.  For example, when someone buys a new gun, the gun dealer telephones the Firearms Registry to transfer ownership.  This task would be costed at the before‑tax wage rate for the dealer; but if done by the customer, it would be costed at the after-tax wage rate.   

Moreover, compliance costs may change over time.  They are likely to be high when a program is newly introduced or an existing program is significantly modified.  The initial costs involve learning by the clients and some fine-tuning by the government.  These costs are temporary.  After the learning curve has been traversed, the lower permanent compliance costs remain.  The time between firearms licence renewals is five years, however, which may stretch an average memory to benefit from any learning curve.

Although Adam Smith wrote of the “vexation” of dealing with the taxman, the psychic costs of compliance have not been the subject of much empirical measurement by economists, perhaps because they are hard to measure.  However, recent “willingness to pay” surveys have been made of costs as subjective as the psychic costs of compliance.  People have been asked in a systematic way how much, for example, they would be willing to pay to have a polluting smokestack removed or to be cured of drug addiction.  One recent study, in India, has attempted to measure the psychic costs of income tax compliance.

Studies of the tax system have found that its growing complexity is a major driver of compliance costs.  The factors that increase tax compliance costs are:

· Lack of simplicity

· Ambiguity in the tax law

· Frequent changes in the tax provisions

· Complicated and time-consuming administrative procedures

· Poor rule-writing 

· Lack of logical coherence in the tax law.


Tax compliance studies have tended to centre on tax evasion, because governments have a strong interest in safeguarding their tax base from erosion.  Non-compliance may be unintentional, brought about by the complexity of the tax system.  Unlike tax evasion, unintentional non-compliance may favour the government.  The best-known examples come from the United States, where it has been found that less than one third of the tax filers who could benefit from income averaging took advantage of that provision.  Less than 70% of eligible families were found to participate in the Aid to Families with Dependent Children (AFDC) program.  In many cases, taxpayers likely found these programs too complicated to use:  income averaging involves keeping multi-year records, while the AFDC program requires that the worker arrange with the payroll office to deliver the equivalent of the Canadian Child Tax Benefit.

Finally, it must be emphasized that the completeness and accuracy of data obtained through compliance cost studies are significantly conditioned by the survey methods used, and must therefore be interpreted with caution.  Studies of the quality, clarity and comprehensibility of a program’s forms and procedures tend to produce limited results about compliance costs and levels.  More progress has been made with sample surveys, but their variability and range of estimates are of concern.  Mail questionnaires are cheap to administer but have a low response rate if the questionnaire is long or detailed.  Face-to-face interviews are expensive to undertake, but they yield the most reliable information and give the interviewer a better insight into the subtleties of compliance cost issues.  Phone interviews fall in between, with reasonable costs and response rates.

PERSONAL INCOME TAX COMPLIANCE COST STUDIES

Over the past twenty years, various studies of the cost of personal income tax compliance have been undertaken.  Usually these studies report their results as a percentage of tax revenues, which is a sort of efficiency measure.  The results tend to show Australia and New Zealand with costs in the range of 8-11%, the United States in the range of 5-9%, and European countries lying between 1 and 3%.

   A.  Canada

The best-known study of personal income tax compliance in Canada was undertaken by François Vaillancourt in 1986.  It was based on a face-to-face survey of a sample of 2,040 adults across Canada.  Of these, 1,673 had filed a tax return in the previous year.  Taxpayers were asked about the amount of time they had spent readying and sorting tax-related documents, and gathering information on the tax law and regulations.  Those who had prepared the tax return themselves were asked how much time it took.  If a friend or relative had prepared the return for the taxpayer, a question was asked about how much time was taken.  Those who had used commercial tax services were asked how much time they spent meeting with professionals.

In addition, those surveyed were asked how much they had spent to buy advice, professional services or documentation for tax planning, and the amount of time and money spent on tax appeals. 

The complexity of the taxpayer’s financial affairs was investigated by asking whether the taxpayer had self-employment income, whether the taxpayer received one, two or three types of investment income, and whether the taxpayer took advantage of tax shelters other than retirement savings plans.  It should be remarked that in 1986 there were more tax shelters available for the average investor than today; in particular, real estate and film fund investments offered tax advantages.  It was expected that multiple sources of income and the use of tax shelters might substantially increase compliance costs.  As well as this financial information, other social and demographic data were collected.  Apart from obvious characteristics such as age, marital status and sex, those surveyed were asked about the size of the city in which they lived, and the region.  City size might indicate the availability of tax preparation services, and region was used to separate out Quebec, which had separate income tax filing.

Table 1 shows some results extracted from the Vaillancourt study.  Data on the amount of time taken by friends or relatives who completed tax forms for the taxpayers have been omitted, but the figures are very similar.  Also omitted are figures on fees and hours involved in the use of professional filing services, because professional help is not available for firearms licence applications.  

	TABLE 1

	

	Personal Income Tax in Canada, Time Spent (Hours), 1986

	
	By all individuals
	By those who prepared their own return
	Total

	
	Readying and sorting documents
	Gathering information
	
	

	Self-employment income
	
	
	
	

	Yes
	4.2
	1.4
	2.4
	8.0

	No
	1.7
	0.9
	2.2
	4.8

	Tax shelters
	
	
	
	

	Yes
	4.4
	2.3
	3.6
	10.3

	No
	2.1
	0.9
	2.1
	5.1

	Investment income
	
	
	
	

	Interest 
	1.9
	0.9
	2.0
	4.8

	Dividend of capital gains
	2.2
	1.2
	2.0
	5.4

	Rental income 
	2.2
	0.8
	–
	3.0*

	Two types of investment income
	3.8
	1.4
	4.4
	9.6

	Three types of investment income
	4.0
	1.0
	–
	5.0*

	Other investment income
	8.2
	2.2
	–
	10.4*

	Source:  Vaillancourt, Table 2.1, p. 28.

Notes:
“–” means too few observations to report

“*” means partial total


   B.  United States

The U.S. personal income tax system is rather more complicated than the Canadian system, in spite of avowed policies of tax simplification in recent decades.  Indeed, some U.S. studies have shown that tax simplification has increased compliance problems.  Under the Paperwork Reduction Act, the Internal Revenue Service (IRS) is required to present estimates of the amount of time needed to comply.  The latest estimates are given in Table 2 below.  It should be noted that the IRS methodology is under review.

	TABLE 2

	

	Estimated Average Times to Complete and File U.S. Form 1040, Its Schedules, 

and Accompanying Worksheets

	Form
	Recordkeeping
	Learning about the law or the form
	Preparing the form
	Copying, assembling, and sending the form to the IRS
	Totals

	Form 1040
	2 hr., 46 min.
	3 hr., 45 min.
	6 hr., 5 min.
	34 min.
	13 hr., 10 min.

	Sch. A
	3 hr., 4 min.
	39 min.
	1 hr., 34 min.
	20 min.
	5 hr., 37 min.

	Sch. B
	33 min.
	8 min.
	25 min.
	20 min.
	1 hr., 26 min.

	Sch. C
	6 hr., 4 min.
	1 hr., 41 min.
	2 hr., 19 min.
	31 min.
	10 hr., 35 min.

	Sch. C-EZ
	45 min.
	3 min.
	35 min.
	20 min.
	1 hr., 43 min.

	Sch. D
	1 hr., 29 min.
	2 hr., 54 min.
	2 hr., 38 min.
	34 min.
	7 hr., 35 min.

	Sch. D-1
	13 min.
	1 min.
	11 min.
	34 min.
	59 min.

	Sch. E
	3 hr.
	1 hr., 6 min.
	1 hr., 24 min.
	34 min.
	6 hr., 4 min.

	Sch. EIC
	– – – – –
	1 min.
	13 min.
	20 min.
	34 min.

	Sch. F:
	
	
	
	
	

	   Cash Method
	3 hr., 29 min.
	36 min.
	1 hr., 27 min.
	20 min.
	5 hr., 52 min.

	   Accrual Method
	3 hr., 36 min.
	26 min.
	1 hr., 25 min.
	20 min.
	5 hr., 47 min.

	Sch. H
	1 hr., 38 min.
	30 min.
	53 min.
	34 min.
	3 hr., 35 min.

	Sch. J
	19 min.
	12 min.
	1 hr., 56 min.
	20 min.
	2 hr., 47 min.

	Sch. R
	19 min.
	15 min.
	29 min.
	34 min.
	1 hr., 37 min.

	Sch. SE:
	
	
	
	
	

	   Short
	13 min.
	14 min.
	13 min.
	13 min.
	53 min.

	   Long
	26 min.
	20 min.
	35 min.
	20 min.
	1 hr., 41 min.

	Source:  U.S. Internal Revenue Service, 2002 1040 Instructions, Cat. No. 11325E, p. 76.


The 1040 form is the long form.  Wage earners without other income sources can file a simplified 1040-EZ.  The additional schedules mentioned in Table 2 are:

A&B
Itemized Deductions & Interest and Ordinary Dividends

C
Sole Proprietorship Business

C-EZ
Net Profit From Business

D
Capital Gains and Losses

E
Supplemental Income and Loss

EIC
Earned Income Credit

F
Profit or Loss From Farming

H
Household Employment Taxes

J
Farm Income Averaging

R
Credit for the Elderly or the Disabled

SE
Self-Employment Tax

   C.  India


The National Institute of Public Finance and Policy in India undertook a mail questionnaire survey of Indian taxpayers in 2001.  Although the response rate was low, the survey is of considerable interest.  Table 3 shows the average time spent by salaried workers on complying with income tax laws.  

	TABLE 3

	

	Average Hours Spent Complying with Income Tax Laws

by Salaried Workers in India, 2001

	Activity
	Hours

	Record keeping
	7.3

	Completing and submitting tax return
	5.2

	Tax planning and research
	8.2

	Obtaining a Permanent Account Number (PAN)
	2.6

	Any other tax related activities
	4.5

	Total Hours Spent
	27.9

	Source:  
National Institute of Public Finance and Policy, Table 4.4

	Note:  “Any other tax related activities” includes scrutiny (audit), tax refund, appeal matters and unspecified activities.
	



The hours spent on tax matters in India are high by Canadian standards.  The PAN is a recently introduced photo ID card.  There seems to be a level of complaint about tax administration and staff politeness that would be unfamiliar to most western readers.  Many feel that there are unreasonable quotas for the detailed scrutiny of taxpayer finances by staff who have to meet targets independent of any under-reporting by the clients.  


The National Institute study is the first to attempt to quantify the psychic costs of compliance.  The following three questions were asked:

1. Tax Simplification

Imagine that income tax laws are made easy for you to understand and simple for you to comply with but at the same time taxes are increased.  How much extra tax would you be willing to pay?

2. Tax Instability

Imagine the Government legally guarantees that there will be absolutely no change in income tax laws for the next 5 years, but, in return, you have to agree to a small increase in your taxes.  If you agree to this proposal, how much extra tax would you be willing to pay?

3. Tax Ambiguity

Imagine a private firm, on payment, is able to offer you a guarantee of immunity in the event you are found in violation of the law, due to existing ambiguities in income tax provisions.  If you accept this offer, what service charges (as a % of tax paid by you) would you be willing to pay?

Taxpayers were asked to set a percentage of taxes they would be willing to pay to avoid these three problems.  The responses contained a number of zeroes but also a sizable number who would pay for an easier tax life.  The average percentage increases in taxes that salaried workers would be willing to pay were as follows:

1.
Tax Simplification

0.5%

2.
Tax Instability

3.2%

3.
Tax Ambiguity

4.6%


A comparison of these numbers and the estimates of non-psychic compliance costs obtained through the survey shows that psychic costs are substantial.  If factored into total compliance costs, they would contribute at least 20%.  


The results of this survey should be used with some caution.  The sample is small, and the results come from a country with a very different culture and tax system from Canada’s.  

As noted previously, the various compliance costs are not independent.  Most tax analysts would argue that, in practice, targets of simplicity and lack of ambiguity run counter.  There is the possibility of double counting because poorly designed tax forms take longer to complete and produce more frustration.  

COMPLIANCE COSTS OF APPLYING FOR A FIREARMS LICENCE

The most effective method of investigating compliance costs would be to conduct a survey of several thousand gun owners; but this, as indicated above, is beyond the scope of the present analysis.  Instead, given the range of compliance times found in personal income tax studies from Canada, the United States and elsewhere, this paper will consider where in this range of numbers it would be reasonable to expect the application for a Canadian firearms licence to fall.  Assessing reasonableness is undertaken in light of some independent analyses of the firearms program using the factors that tax compliance studies have found important.  Firstly, the firearms application process is outlined. 

As indicated in the introduction and summary, two types of adult licence have replaced the old FAC.  The Possession Only Licence allows owners to continue to possess firearms that they already own.  It does not allow the holder to acquire more guns.  The POL is no longer being issued, but may be renewed.  The licence period is five years.  The Possession and Acquisition Licence is the only form of new licence now being issued.  It allows the holder to obtain and own firearms.  The licence period is five years.  New gun owners must have a PAL, as must POL holders who decide to obtain additional firearms.  In the years 2000 and 2001 combined, 1,235,208 POLs and 368,577 PALs were issued.  


The current licensing process uses a combined application form.  POL applicants fill in just the first page.  PAL applicants fill in both the first and second pages. 

The first page of the application form requires the usual identification information, including language, gender, physical description, address and birth details.  The applicant is required to check a box to indicate the type of firearm owned.  He or she must include a passport-type photograph signed by a guarantor, who attests that the likeness of the applicant is accurate.  

Part D of the form contains the applicant’s personal history.  The first questions ask whether the applicant has been charged with, convicted of, or granted a discharge for, a violent offence, a firearms offence or a drug offence.  Applicants are also asked whether they have been subject to a peace bond or a protection order, or prohibited from possessing any firearms.

Questions 19(d), 19(e) and 19(f) are screening questions, intended to identify factors that might predict future violent behaviour. 

19(d) During the past five years, have you threatened or attempted suicide, or have you been diagnosed or treated by a medical practitioner for:  depression; alcohol, drug or substance abuse; behavioural problems; or emotional problems? 

19(e) During the past five years, do you know if you have been reported to the police or social services for violence, threatened or attempted violence, or other conflict in your home or elsewhere? 

19(f) During the past two years, have you experienced a divorce, a separation, a breakdown of a significant relationship, job loss or bankruptcy?


It should be pointed out that gun owners have complained that these questions are too intrusive and an invasion of their privacy.  


The applicant’s signature and fee payment details complete the first page of the form and the application process for a POL.  

On the second page of the form, PAL applicants are required to detail suitable firearms safety training they have taken, and say why they are applying for a PAL.  


Details of the current spouse or common-law partner with whom the applicant is living are required.  In addition, details are required of former spouses or partners with whom the applicant has lived within the past two years.  Partners can be of either sex, with merely three months of cohabitation as the qualifying time limit.  There are signature boxes for the current and former spouses or partners.  These signatures are not legally required, but the Chief Firearms Officer must notify those spouses and partners who have not signed.  


The forms are written in the structure of legal regulation rather than plain language.  For example, part of the definition of a restricted firearm and of a prohibited firearm is any firearm that the Governor in Council classifies as being restricted or prohibited, which is far from informative.  Question 19(f) on the first page asks about a divorce, a separation or a breakdown of a significant relationship.  Anyone responding yes is asked to provide details on a separate sheet of paper, but is not instructed give contact details for the former partner or asked if the applicant wants to obtain the former partner’s signature.  Is a “significant relationship” in 19(f) the same thing as three months of living as a couple in Part J?  Would it be sensible for a POL applicant to obtain the signatures of former spouses or partners to facilitate the approval process? Presumably some PAL applicants who are members of households that already own guns do not intend to acquire any additional firearms, but this not an available choice in question 25.  

In a number of places the applicant is asked to phone a toll-free number for further information.  There have been complaints about long waits for service on these lines.

Filling in a PAL application involves, at a minimum, two pages of forms plus an ID photograph plus the signatures of two references.  Exactly how much time an individual might take to apply for a PAL will depend on where he or she lives in relation to a photo shop and the two references, as well as on how much additional detail the individual has to furnish in responding to questions such as 19(f).  In round numbers, there are on average over 70,000 divorces and 75,000 consumer bankruptcies per year in Canada, and the unemployment rate is over 7%.  It is not unreasonable to think that a substantial number of applicants must provide additional data.

Completing a POL application would be less onerous.  The form is shorter, and there is no requirement for two references to sign.  It is not clear whether individuals with former spouses or partners would save on total compliance costs, because the relationship breakdown would have been indicated on page 1 of the form and the applicant might provide details at that point.


The Department of Justice has recognized that the firearms program has excessive regulation.  The Auditor General’s December 2002 report contains the following:

10.66 The Plan consisted mainly of the following elements:  

· reducing excessive regulation, 

· replacing the Canadian Firearms Registration System by outsourcing key Program components, and 

· consolidating some Program responsibilities located in other departments under the Department. 

10.67 In February 2001, the Department told the Government it had wanted to focus on the minority of firearms owners that posed a high risk while minimizing the impact on the overwhelming majority of law-abiding owners.  However, the Department concluded that this did not happen.  Rather, it stated that the Program’s focus had changed from high risk firearms owners to excessive regulation and enforcement of controls over all owners and their firearms.  The Department concluded that, as a result, the Program had become overly complex and very costly to deliver, and that it had become difficult for owners to comply with the Program.  

10.68 The Department said the excessive regulation had occurred because some of its Program partners believed that 

· the use of firearms is in itself a “questionable activity” that required strong controls, and 

· there should be a zero-tolerance attitude toward non-compliance with the Firearms Act.


The Department of Justice thus recognizes in paragraph 10.67 that compliance is difficult for owners.  The issues raised in paragraph 10.68 are somewhat troubling, both from the viewpoint of proper administrative control and also in regard to the psychic costs of compliance.  Further evidence of the difficulty of compliance can be found in the high error rate:

10.58 The Department explained to the Government that the increase of $220 million for the period 1999-2000 to 2002-2003 was needed because costs for developing and implementing the Program were more than expected.  The Department stated that the increase stemmed from significant differences between actual experience and planning assumptions.  More specifically, 

· a large percentage of businesses had decided to register individual firearms when sold rather than register their inventories before the Program implementation date; 

· about 90 percent of the licence and registration applications contained errors or omissions, which was higher than the predicted 20 percent for licences and 40 percent for registrations; and 

· initially the Department had predicted that most applications could be handled on paper without having to contact owners; however, high error and omission rates led to it having to contact many more owners than expected.


The inability to anticipate the error rate was mirrored in underestimates of processing costs, originally thought to be $5.50 per licence but revised up to $23.75.  The Department of Justice also failed to anticipate the rate at which applications were received.

10.59 The Department also noted that its assumptions about the rate at which it would receive applications for licences and registrations were incorrect.  By 1999, only about six percent of an initially estimated three million owners had applied for a licence, and less than three percent of an initially estimated seven million firearms had been registered.  Given that so few people were applying for licences, the Department predicted a major backlog would occur just before the 1 January 2001 deadline for licensing.  It expected that dealing with the expected backlog would be very difficult, given that it had already had trouble efficiently processing the relatively small number of applications it had received before February 2000. 

This unwillingness to register early is surprising, because the Department offered quite substantial fee reductions for early registrants.  The POL fee was set at only $10 in 1996, rising on a sliding scale to a maximum of $60 in 2001, the last year of the phase-in period.  The puzzle of why gun owners did not save themselves $50 suggests the same phenomenon mentioned earlier of unintentional non-compliance, with examples of less than one third of the U.S. tax filers who could benefit from income averaging actually doing so, and less than 70% of eligible families participating in the AFDC program.  


In August 2001, the Privacy Commissioner reported on the personal information handling practices of the Canadian Firearms Program.  Some of the Commissioner’s concerns shed an interesting light on the compliance costs of the program.  


The Privacy Commissioner had received complaints and inquiries from the public about the intrusiveness of personal history questions 19(d) to 19(f).  The Commissioner’s conclusion (p. 46) was:

Although the Firearms Program has the authority to collect personal information for the purposes of determining eligibility, the amount of information collected is excessive.  Furthermore, the three personal history questions at issue are highly intrusive and the Program has not provided a “demonstrable need” for the questions. 


In the Commissioner’s view, research studies do not support the use of these questions to assess risk factors.  Previous incidents of violence are the most predictive, and this information ought to be in police records.  


Privacy is recognized as a fundamental right, sufficiently important for Canada to set up a Privacy Commissioner system to protect this prerogative.  It would not be unreasonable to expect that many Canadians would find that these three questions impose a psychic cost on them.  Although some agree with the Department of Justice that the questions are necessary, this does not imply that intrusive questions do not have psychic costs.


The Privacy Commissioner also criticized the wording of one of the questions.

We also find 19(e) ambiguous since it asks the applicant if he or she knows if he or she has been reported to the police, etc.  The question is ambiguous because someone who knows that he or she has not been reported might be tempted to respond yes, which is not the point of the question.

Furthermore, 19(e) asks about “other conflict … elsewhere.” This is a very broad question that would require an individual to respond yes as a result of a variety of situations.  The research studies do not provide support for such a broad question. 


All these factors suggest that the PAL form has high compliance costs.  The next step is to estimate what amount of time might reasonably be needed to complete the application.  Tables 1 to 3, above, show quite a range of numbers.  As a fairly conservative estimate, a range towards the top end of Canadian figures but towards the lower end of the U.S. range is chosen:  10 to 15 hours.  This figure includes the 20% psychic cost factor found in the Indian study.

In February 2003, the average hourly earnings for hourly paid employees was $16.89, according to Statistics Canada.  Multiplying that amount by a range of 10 to 15 and adding $10 for an ID photo gives a compliance cost range of $170 to $260 for a PAL application.

In addition to these compliance costs are the direct costs of $60 for the PAL itself, and about $150 for the required safety course.  Provincial licences (which are not part of the Canadian Firearms Program) cost about $45.

The POL application is the first half of the PAL form.  The major compliance cost saving is the elimination of the requirement for references’ signatures, although the photo guarantor is still needed.  The amount of record keeping is less because safety training data are not needed, but the personal history section would require the same information on former spouses and partners as would be entered on the second page.  The personal history section containing intrusive questions with psychic compliance costs would have to be filled in.  Lacking either direct measurement or survey reports, any adjustment to the compliance cost range for a PAL to derive a POL compliance cost range must contain ad hoc judgements.  In this spirit, a range of 7 to 12 hours is suggested, giving a compliance cost range of $120 to $210 for a POL application.
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