
Main Conclusions

ðð In total, the fed eral gov ern ment has pro vided the prov inces with $350.5 bil lion in cash
trans fers for health care since 1980-81. More than half that amount ($231.7 bil lion) has
been pro vided since 1997-98.

ðð Since 1997-98, Ottawa has increased its cash trans fers for health to the prov inces by
$97.6 bil lion more than needed to com pen sate for pop u la tion growth and infla tion.
Since 2004-05 alone, Ottawa has pro vided the prov inces with $6.4 bil lion more in
trans fers than needed to com pen sate for pop u la tion growth and infla tion.

ðð Access to health care has improved in only four of the twelve cat e go ries exam ined since
1997: avail abil ity of CT and MRI scanners, wait time for MRI scans, and avail abil ity of
doc tors. All of the remain ing indi ca tors, includ ing wait times for care, have declined.

ðð The increased fed eral cash trans fers for health care since 1997-98 have not led to
improved access to health care in Can ada. This poor record is not likely to improve
under Ottawa’s new plan for health care trans fers, which makes lit tle change to the
cur rent arrange ment other than to the prom ised rate of growth.

ðð To pro vide the prov inces more flex i bil ity to exper i ment and inno vate with dif fer ent
mod els of health care finance and deliv ery, the Canada Health Act should be revised so
that it continues to require universality and portability, but removes other requirements 
that inhibit reform.
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Intro duc tion

Can ada’s fed eral gov ern ment sends
cash trans fers to the prov inces to
help pay for health care. Under the
cur rent arrange ment regard ing cash 
trans fers, the fed eral gov ern ment
has com mit ted to increas ing its cash 
trans fers for health care by 6 per -
cent annu ally in addi tion to the
pro vi sion of tar geted trans fers, such 
as those for health reform and wait -
ing list reduc tion. Recently, the fed -
eral gov ern ment announced that it
would con tinue the 6 per cent
annual increase to 2016-17, despite
expect ing to run planned bud get
def i cits (spend ing exceed ing rev e -
nues) until 2014-15. After that, it
will change to a rate of increase

match ing either the nom i nal rate of
eco nomic growth or 3 per cent,
which ever is greater. This con tin -
ued com mit ment to grow ing fed eral 
cash trans fers to the prov inces
raises the impor tant ques tion of
whether or not marked increases in
such trans fers have pre vi ously been
effec tive at improving Can ada’s
health care sys tem. To answer this
ques tion, this Alert exam ines the
evi dence. The first sec tion out lines
fed eral trans fers to the prov inces for 
health. The sec ond exam ines a
series of health care per for mance
indi ca tors in 1997 and 2004, and
com pares them with cur rent per for -
mance to deter mine if any changes
have occurred. The final sec tion
pro vides recommendations.

Fed eral cash trans fers 
for health

Over the last 30 years, there have
been three major fed eral cash trans -
fer pro grams to help the prov inces
pay for their health care expenses1:
Estab lished Pro gram Fund ing
(EPF), the Can ada Health and
Social Trans fer (CHST), and the
Can ada Health Trans fer (CHT).
Table 1 lists the three pro grams and 
the value of the trans fers asso ci ated
with each begin ning in 1980-81.

Prior to 1996-97, Ottawa’s fund ing
to the prov inces for health care and
post-sec ond ary edu ca tion took the
form of grants under Estab lished
Pro gram Fund ing (EPF).2 In
1980-81, EPF cash grants to the
prov inces for health totalled $4.0
bil lion. That amount had increased
to nearly $8.0 bil lion by 1995-96,
the last year EPF grants were issued. 
In 1996-97, the fed eral gov ern ment
elim i nated EPF and the Can ada

Assis tance Pro gram (CAP), which
helped finance social assis tance pro -
grams in the prov inces, and replaced
them with the Can ada Health and
Social Trans fer (CHST). The CHST
was a block grant intended to help
the prov inces pay for health care,
post-sec ond ary edu ca tion, and
social assis tance. Replac ing EPF and 
CAP with CHST ensured that the
prov inces con tin ued to receive
finan cial resources from Ottawa,
but gave the prov inces greater flex i -
bil ity over their spend ing pri or i ties.3

In 2004-05, the CHST was split into 
two sep a rate trans fers: the Can ada
Health Trans fer (CHT) and the
Can ada Social Trans fer (CST). The
for mer is ded i cated to health care
while the lat ter helps fund both
post-sec ond ary edu ca tion and social 
assis tance.

One-time trans fers

In addi tion to these three major
trans fer pro grams, the fed eral gov -
ern ment also made a num ber of
one-time trans fers4 to the prov inces
after 1996-97. For exam ple, between 
1998-99 and 2003-04, the fed eral
gov ern ment made sev eral one-time
sup ple men tal pay ments to the
CHST (table 1, col umn 3), which
amounted to a total of $10.5 bil lion.
The fed eral gov ern ment has also
made or com mit ted to a num ber of
one-time, health-care-spe cific trans -
fers to the prov inces from 2000-01
to 2010-11 (table 1, col umn 4).
These one-time trans fers were ded i -
cated to pur chases of med i cal tech -
nol ogy, health reforms, and the
strat egy to reduce wait times, in
addi tion to funds to equal ize the per 
capita sup port to Ontario; they total 
$10.8 bil lion.
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Clar i fy ing the CHST 
health com po nent

Because the CHST was a block
grant, it was dif fi cult to dis tin guish
the amount of money trans ferred
from Ottawa to the prov inces for
health care rather than post-sec ond -
ary edu ca tion or social assis tance.
Table 2 sum ma rizes the CHST pay -
ments and the one-time sup ple -
ments. A num ber of meth ods have
been used in the past to try to deter -
mine the resources pro vided to the

prov inces for health care by the fed -
eral gov ern ment.5 The fed eral gov -
ern ment’s divi sion of the CHST
into two com po nents, the CHT and
CST, pro vides one inde pend ent
method by which to esti mate how
much money went to each com po -
nent: in 2004-05, 63.3 per cent went
to health care and 36.7 per cent to
post-sec ond ary edu ca tion and social 
assis tance (Receiver Gen eral for
Can ada, 2005). The final col umn in
table 2 pro vides an esti mate of the
health care-spe cific com po nent of
both the CHST and the

sup ple ments paid between 1996-97
and 2003-04.

A sec ond clar i fi ca tion is required
for CHT trans fers for 2010-11
onwards. In its 10-Year Plan to
Strengthen Health Care (Health
Can ada, 2004), the fed eral gov ern -
ment com mit ted to increas ing the
CHT through a base adjust ment
and an annual 6 per cent increase.
Also begin ning in 2009-10, the fed -
eral gov ern ment pro vided addi -
tional fund ing to the prov inces
through a Wait Times Reduc tion

Table 1: Federal Cash Transfers to the Provinces
EPF cash

entitlement
(in $ billions)

CHST— cash 
(in $ billions)

Supplemental
additions to the

CHST—cash
(in $ billions)

Supplemental
health-specific

transfers 
(in $ billions)

Canada Health
Transfer—cash

(in $ billions)

1980-81 4.0

1981-82 4.5

1982-83 5.0

1983-84 5.9

1984-85 6.3

1985-86 6.7

1986-87 7.0

1987-88 7.1

1988-89 7.3

1989-90 7.5

1990-91 7.6

1991-92 7.9

1992-93 8.2

1993-94 8.2

1994-95 8.1

1995-96 8.0

1996-97 14.9

1997-98 12.4

1998-99 12.5 3.5

1999-00 12.4 2.5

2000-01 13.5 1.0

2001-02 17.3
con tin ued next page ...
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Trans fer of $250 mil lion annu ally
(until 2013-14). Fur ther, Ontario
received addi tional pay ments
related to the Can ada Health Trans -
fer for 2009-10 ($489 mil lion) and
2010-11 ($160 mil lion) to ensure
that it receives the same CHT cash
sup port as other equal iza tion-
receiv ing prov inces (Can ada,
Depart ment of Finance, 2011a).
Using these pieces of infor ma tion,
we pro ject CHT trans fers and

one-time sup ple ments from
2010-11 to 2013-14.

Table 3 sum ma rizes the cash trans -
fers for health care that flowed from 
Ottawa to the prov inces between
1980-81 and 2010-11. Table 3
includes the one-time sup ple ments
to the CHST as well as the
one-time, health-spe cific trans fers
dis cussed pre vi ously.

Deter min ing incre men tal
trans fers

To deter mine the impact of
increased fed eral cash trans fers on
the per for mance of health care in
Can ada, a base year for anal y sis had
to be selected. This Alert con sid ers
two base years for anal y sis: 1997-98
and 2004-05. The 1997-98 year was
selected for sev eral rea sons. First, in 
1998-99, fed eral cash trans fers to

Table 1: Federal Cash Transfers to the Provinces
EPF cash

entitlement
(in $ billions)

CHST— cash 
(in $ billions)

Supplemental
additions to the

CHST—cash
(in $ billions)

Supplemental
health-specific

transfers 
(in $ billions)

Canada Health
Transfer—cash

(in $ billions)

2002-03 18.6 2.5 1.5

2003-04 19.3 2.0 1.0

2004-05 5.8 13.7 

2005-06 19.0 

2006-07 20.1 

2007-08 0.6 21.5 

2008-09 22.8 

2009-10 0.5 24.3 

2010-11 0.4 25.8 

Sources:
Receiver General for Canada, Public Accounts of Canada, 1997-2010; and Department of Finance Canada, 2002.
Note: The CHST and CHT data is from the Public Accounts and will, therefore, deviate from budget and Department of
Finance data due to accounting definitions. The authors determined that the Public Accounts data was the most consistent
and therefore the most appropriate source.
Notes for CHST Supplements:
*$3.5B CHST supplement accounted for in 1998-99 and available 1999-00 to 2001-02.
* $2.5B CHST supplement accounted for in 1999-00 and available 2000-01 to 2003-04.
* $2.5B CHST Supplement accounted for in 2002-03 and available 2003-04 to 2005-06.
* $2.0B CHST Supplement accounted for in 2003-04.
Notes for Health-Specific Transfers:
* $1.0B accounted for in 2000-01 for payments to a trust for Medical and Diagnostic Equipment.
* $1.5B accounted for in 2002-03 for payments to a trust for Medical and Diagnostic Equipment.
* $1.0B accounted for in 2003-04 for Health Reform Transfer.
* $4.25B accounted for in 2004-05 for Wait Times Reduction transfer.
* $1.5B accounted for in 2004-05 for Health Reform Transfer.
* $0.61B accounted for in 2007-08 for patient wait times guarantee.
* $0.49B accounted for in 2009-10 for payment to Ontario related to the Canada Health Transfer.
* $0.16B accounted for in 2010-11 for payment to Ontario related to the Canada Health Transfer ($0.16B) and $0.25B
accounted for Wait Times Reduction transfer.



the prov inces for health care began
to grow at a much higher rate than
pre vi ously. This is readily appar ent
from the “Fed eral Health Cash
Trans fers” series in fig ure 3. Sec -
ond, 1997-98 was the first year in
the period stud ied that the fed eral
gov ern ment had a finan cial sur -
plus.6 Third, it is the year in which
real, per-capita pub lic health spend -
ing began to increase after sev eral
years of decline (fig ure 1).

The year 2004-05 was selected
because it is the year in which the
10-Year Plan to Strengthen Health
Care was agreed to by then Prime
Min is ter Paul Mar tin and all 14 first 
min is ters. The agree ment included
con sid er able increases in cash trans -
fers to the prov inces for health care. 
Two of the agree ment’s prin ci pal
aims were to improve access to health

care ser vices for Cana di ans and to
intro duce more sta ble and pre dict -
able health care cash trans fer pay -
ments from Ottawa. Among other
com mit ments, the plan signed in
Sep tem ber 2004 includes:

�� a $3 bil lion total sup ple ment to
the CHT for 2004-05 and
2005-06

�� an addi tional $500 mil lion for
the CHT in 2005-06

�� an annual increase of six per -
cent applied to the CHT from
2006-07 onwards to pro vide
pre dict able growth in fed eral
cash trans fers to the prov inces
(Health Can ada, 2004).

The cal cu la tion used to deter mine
the amount of incre men tal fed eral
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Table 2: Adjusted CHST and CHST Supplements to Reflect
Health-specific Transfers

CHST—cash 
(in $ bil lions)

CHST 
sup ple ments—

cash
(in $ bil lions)

Adjusted CHST
transfers to

reflect health
component 
(in $ bil lions)

1996-97 14.9 — 9.4

1997-98 12.4 — 7.9

1998-99 12.5 3.5 10.1

1999-00 12.4 2.5 9.4

2000-01 13.5 — 8.5

2001-02 17.3 — 11.0

2002-03 18.6 2.5 13.4

2003-04 19.3 2.0 13.5

Sources:
Receiver General for Canada, Public Accounts of Canada, 1997-2010; and
calculations by the authors.

Table 3: Federal Cash
Transfers to the Provinces
for Health (in $ billions)

1980-81 4.0 

1981-82 4.5 

1982-83 5.0 

1983-84 5.9 

1984-85 6.3 

1985-86 6.7 

1986-87 7.0 

1987-88 7.1 

1988-89 7.3 

1989-90 7.5 

1990-91 7.6 

1991-92 7.9 

1992-93 8.2 

1993-94 8.2 

1994-95 8.1 

1995-96 8.0 

1996-97 9.4 

1997-98 7.9 

1998-99 10.1 

1999-00 9.4 

2000-01 9.5 

2001-02 11.0 

2002-03 14.9 

2003-04 14.5 

2004-05 19.4 

2005-06 19.0 

2006-07 20.1 

2007-08 22.1 

2008-09 22.8 

2009-10 24.8 

2010-11 26.2 

Sources:
Receiver General for Canada, Public
Accounts of Canada, 1997-2010;
Canada, Department of Finance,
2002.



cash trans fers for health to the
prov inces after 1997-98 and
2004-05 was based on the
assump tion that fed eral cash
trans fers to the prov inces for
health would remain sta ble,
account ing only for pop u la tion
growth and infla tion.7 Spe cif i -
cally, the rates of pop u la tion
growth plus infla tion were added
each year to cal cu late a total rate
of growth. This growth rate was
then applied to the amount of
fed eral cash trans fers pres ent in
the base year and in each sub se -
quent year.

The result is two series of fed eral
cash trans fers for health for each
base year (fig ures 3 and 4). The
first series (in fig ure 3), labelled
“Fed eral Health Cash Trans fers,”
comes from table 3 and includes
all health-spe cific cash trans fers
the fed eral gov ern ment made to
the prov inces over the period.
The sec ond series, “Adjusted Fed -
eral Health Cash Trans fers,” is
based on the cal cu la tion
described above that main tains
per-capita, infla tion- adjusted
trans fers at 1997-98 lev els. The
two series are iden ti cal between
1980-81 and 1997-98. They
diverge after 1997-98 as dis cussed 
pre vi ously.

The two series in fig ure 4 are the
same as those in fig ure 3, except
that the sec ond series, “Adjusted
Fed eral Health Cash Trans fers,”
main tains per-capita, infla tion-
adjusted trans fers at 2004-05 lev -
els. As in fig ure 3, the two series
are iden ti cal between 1980-81 and 
2004-05. They diverge after
2004-05, the year in which the
10-Year Plan to Strengthen Health 
Care was announced.

Cana dian Fed eral Health Trans fers to the Prov inces, 2012 edition 6
www.fraserinstitute.org

Fig ure 2: Total Provincial/Territorial Government Health
Expend iture (infla tion adjusted)

Fig ure 1: Per Capita Pro vin cial/Ter ri to rial Gov ern ment
Health Expen di ture (infla tion adjusted)

f = forecast
Source: CIHI, 2011a.
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Incre men tal trans fers
between 1997-98 and
2010-11

The aver age annual growth rate
used for the adjusted series from
1997-98 to 2010-11 is 3.0 per cent.8

This rate is mark edly higher than
the actual aver age annual growth
rate in fed eral cash trans fers for
health care in the pre vi ous 10
years between 1988-89 and
1997-98 (1.4 per cent). It is also
sub stan tially below the actual
aver age growth rate in fed eral cash 
trans fers for health between
1997-98 and 2010-11 (10.5 per -
cent). The large dif fer ence
between the actual growth rate in
fed eral cash trans fers for health
care (10.5 per cent) and the rate
based on pop u la tion growth and
infla tion (3.0 per cent) results in
large dif fer ences in actual cash
trans fers from 1997-98 to 2010-11. 
For exam ple, in the last year of the 
series exam ined (2010-11), actual
fed eral cash trans fers for health
total $26.2 bil lion while the
adjusted series indi cates trans fers
amount ing to only $11.5 bil lion.

The total accu mu lated dif fer ence
between actual fed eral cash trans -
fers for health and the amount cal -
cu lated using pop u la tion growth
plus infla tion (using 1997-98 as
the base year) is $97.6 bil lion. In
other words, the fed eral gov ern -
ment pro vided the prov inces with
an addi tional $97.6 bil lion
between 1997-98 and 2010-11 for
health care spend ing beyond that
pre dicted by pop u la tion growth
and infla tion.

A pro jec tion for ward to 2013-14,
the final fis cal year for the 10-Year 
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Fig ure 3: Fed eral Health Cash Trans fers, 
1980-81 to 2010-11

Sources: Table 3; Sta tis tics Can ada (var i ous issues and 2011); cal cu la tions by
authors.

Fig ure 4: Fed eral Health Cash Trans fers, 
1997-98 to 2010-11

Sources: Table 3; Statistics Canada (various issues and 2011); calculations by
authors.
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Plan to Strengthen Health Care,
shows an esti mated gap between
actual fed eral cash trans fers and
that pre dicted by pop u la tion growth 
and infla tion of a total of $148.8 bil -
lion. In 2013-14, it is esti mated that
fed eral cash trans fers will be $31.0
bil lion while the adjusted series
indi cates that trans fers would be
only $12.6 bil lion.

Incre men tal trans fers
between 2004-05 and
2010-11

Select ing 2004-05 as the base year of 
anal y sis, the aver age annual growth
rate used for the adjusted series
(from 2004-05 to 2010-11) is 2.9
per cent.9 This rate is sub stan tially
below the actual aver age growth
rate in fed eral cash trans fers for
health between the end of fed eral
def i cit spend ing and the 2004 agree -
ment (1997-98 to 2004-05: 11.0 per -
cent) and well below the actual
aver age growth rate in fed eral cash
trans fers between 2004-05 and
2010-11 (5.2 per cent). Inter est ingly, 
the growth rate in fed eral cash
trans fers for health care was lower
after the 2004 agree ment than in
years pre ced ing the agree ment.

The large dif fer ence between the
actual growth rate in fed eral cash
trans fers for health (5.2 per cent)
and the rate based on pop u la tion
growth and infla tion (2.9 per cent)
results in large dif fer ences in actual
cash trans fers from 2004-05 to
2010-11. For exam ple, in the last
year of the series exam ined
(2010-11), actual fed eral cash trans -
fers for health totalled $26.2 bil lion
while the adjusted series indi cates
trans fers would have amounted to
$23.0 bil lion.

The total accu mu lated dif fer ence
between actual fed eral cash trans -
fers for health and the amount cal -
cu lated using pop u la tion growth
plus infla tion (2004-05 base year) is
$6.4 bil lion. In other words, the fed -
eral gov ern ment pro vided the prov -
inces with an addi tional $6.4 bil lion
between 2004-05 and 2010-11 for
health spend ing beyond that pre -
dicted by pop u la tion growth and
infla tion under the 10-Year Plan to
Strengthen Health Care.

Look ing for ward to 2013-14, the
gap between actual fed eral cash
trans fers for health care and that
pre dicted by pop u la tion growth and 
infla tion is a total of $21.3 bil lion
from the 2004-05 base year. This is
the amount by which the 10-Year
Plan to Strengthen Health Care
increased fed eral cash trans fers for
health care to the prov inces beyond
that required to keep pace with
infla tion and pop u la tion growth. In
the last fis cal year of the 2004-05
agree ment (2013-14), actual fed eral
cash trans fers to the prov inces are
expected to total $31.0 bil lion while
the adjusted series indi cates trans -
fers would be only $25.0 bil lion.

Health per for mance: 
Are we better off?

The next log i cal ques tion to ask,
par tic u larly when the fed eral gov -
ern ment has stated that it will main -
tain the 6 per cent health trans fer
esca la tor built into the 2004 agree -
ment past its 2014 expiry, is how
suc cess ful the increased fed eral
cash trans fers and the sub se quent
spend ing, almost all of it at the pro -
vin cial level, have been at improv -
ing access to health care in Can ada.
Importantly, the 2004 agree ment

con tained a num ber of goals for
health care sys tem per for mance
includ ing reduced wait times for and 
improved access to med i cal care, and 
an increased sup ply of health pro fes -
sion als. To answer this crit i cal ques -
tion, we com pare a series of health
per for mance indi ca tors from 1997
and 2004 (base years) to the most
cur rent year avail able.

Wait times for health care 
in Can ada

Wait times for health care in Can -
ada10 have increased considerably
since 1997 (table 4). In 1997, the
aver age Cana dian could expect to
wait 11.9 weeks from the time a
gen eral prac ti tio ner referred them
for spe cial ist care to the time a spe -
cial ist deliv ered the treat ment
required. In 2011, the aver age
Cana dian could expect to wait 19.0
weeks, more than 50 per cent lon ger
than in 1997. The increase in the
total wait time for treat ment was the 
result of an 86.3 per cent increase in
the wait time to see a spe cial ist after
refer ral by a gen eral prac ti tio ner
and a 39.7 per cent increase in the
wait time to receive treat ment after
an appoint ment with a spe cial ist
(table 4).

In the nar rower time frame between 
2004 and 2011, wait times for health 
care also increased over all, from
17.9 weeks to 19.0 weeks (a 6.1 per -
cent increase). Inter est ingly, that
over all growth was driven by a 13.1
per cent increase in the wait time to
see a spe cial ist, while the wait time
for treat ment by a spe cial ist after an 
appoint ment was unchanged. It is
worth not ing that efforts to reduce
wait times for health care in Can ada 
over this time were largely focused
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Table 4: Canada’s Performance in Selected Indicators of Access to Health Care

1997 2004 Pres ent* Per cent
change

1997

Trend Per cent
change

2004

Trend

Median Total Expected Waiting
Time from Referral by GP to
Treatment, in weeks, Canada

11.9 17.9 19.0 59.7% Ú 6.1% Ú

Median Patient Wait to See a
Specialist after Referral from a GP,
in weeks, Canada

5.1 8.4 9.5 86.3% Ú 13.1% Ú

Median Patient Wait for Treatment
after Appointment with Specialist,
in weeks, Canada

6.8 9.5 9.5 39.7% Ú 0.0% No
change

Median Wait Time for CT Scan, in
weeks, Canada

4.1 5.2 4.2 2.4% Ú -19.2% Ù

Median Wait Time for MRI Scan, in 
weeks, Canada

9.6 12.6 9.2 -4.2% Ù -27.0% Ù

Median Wait Time for Ultrasound
Scan, in weeks, Canada

2.6 3.1 4.6 76.9% Ú 48.4% Ú

Physicians (family medicine and
specialists) per 1,000 population**

1.84 1.89 2.03 10.6% Ù 7.6% Ù

Practicing nurses per 1,000
population

10.4 8.49 9.39 -9.7% Ú 10.6% Ù

CT scanners per million population 8.19 10.66 14.39 75.7% Ù 35.0% Ù

MRI scanners per million
population

1.84 4.91 8.35 353.8% Ù 70.1% Ù

Lithotripters per million population 0.47 0.53 0.42 -10.6% Ú -20.8% Ú

PET scanners per million
population

N/A 0.53 1.19 N/A N/A 124.5% Ù

Sources: Barua, Rovere, and Skinner, 2011; Esmail and Walker, 2004; Ramsay and Walker, 1998; Organisation for Economic
Cooperation and Development, 2011; Canadian Institute for Health Information,  2011b; and calculations by authors.

Notes:
*Present nurse data is for 2009.
*Present physician, MRI, CT, PET, and lithotropter data is for 2010.
*Present wait time data is for 2011.
**Percentages are calculated from exact values available from the CIHI. These have been rounded for inclusion in the table.



on the wait time from spe cial ist
con sul ta tion to treat ment, while the
wait time from GP refer ral to spe -
cial ist con sul ta tion received much
less gov ern ment atten tion.

Wait times for diag nos tic
med i cal tech nol ogy

Cana di ans in 2011 could also expect 
to wait lon ger for scans using var i -
ous types of med i cal tech nol ogy
than they did in 1997. For exam ple,
the wait for a CT scan increased
slightly from 4.1 weeks to 4.2 weeks
between 1997 and 2011 (table 4).
The wait for an ultra sound scan
increased con sid er ably between
1997 and 2011, ris ing from 2.6
weeks to 4.6 weeks, an increase of
76.9 per cent. Con versely, the wait
time for an MRI scan fell from 9.6
weeks in 1997 to 9.2 weeks in 2011.

On the other hand, in the shorter
period between 2004 and 2011, wait 
times fell for both CT scans (5.2
weeks to 4.2 weeks, a decrease of
19.2 per cent) and MRI scans (12.6
weeks to 9.2 weeks, a decrease of
27.0 per cent). At the same time, the
wait for ultra sound scans increased
from 3.1 weeks to 4.6 weeks, an
increase of 48.4 per cent.

The changes in wait times for MRI
and CT scans occurred at a time
when new invest ments being made
in these tech nol o gies increased their 
avail abil ity. For exam ple, the ratio
of MRI machines to peo ple in Can -
ada increased by 353.8 per cent from 
1997 to 2010, and 70.1 per cent from 
2004 to 2010, while the ratio of CT
scan ners to peo ple increased by 75.7 
per cent from 1997 to 2010 and 35.0
per cent from 2004 to 2010. Look ing 
at other med i cal tech nol o gies, the

avail abil ity of PET scan ners also
increased between 2004 and 2010
while the avail abil ity of lithotripters
fell by 11 percent between 1997 and
2010 and by 21 percent between
2004 and 2010 (table 4).

Access to phy si cians 
and nurses

Despite the sig nif i cant increase in
health spend ing, the num ber of
nurses per 1,000 peo ple fell by 9.7
per cent between 1997 and 2009.11 In 
1997 there were 10.4 prac tic ing
nurses per 1,000 peo ple while in
2009 there were 9.39 (table 4). Con -
versely, the nurse-to-pop u la tion
ratio increased by 10.6 per cent
between 2004 and 2009 from 8.49
nurses per 1,000 peo ple.12 Mean -
while, the ratio of phy si cians per
capita was higher in 2010 than in
either 1997 or 2004. Between 1997
and 2010, the ratio of phy si cians to
Cana di ans increased by 10.6 per -
cent. Between 2004 and 2010, it
increased by 7.6 per cent.13 

Access to health care

The com par i son between Cana dian
health care per for mance in 1997
and the pres ent leads to trou bling
con clu sions. Within those years,
Can ada improved in only four cat e -
go ries: the avail abil ity of MRI units
and CT scan ners, wait times for MRI 
scans, and the avail abil ity of phy si -
cians. In con trast, all of the remain -
ing indi ca tors, includ ing wait times
for care, access to nurses, and the
avail abil ity of lithotripters, all showed
declines in per for mance. Inter est -
ingly, while there were more CT scan -
ners and more phy si cians avail able,
wait times for their ser vices actu ally
increased over the same period.

The com par i son between 2004 and
the pres ent is less neg a tive but still
con cern ing. Areas that gov ern ments 
focused on in recent years, includ -
ing the avail abil ity of pro fes sion als,
advanced med i cal tech nol o gies such 
as CT and MRI scan ners, and long
waits for treat ment after con sul ta -
tion with a spe cial ist, either
improved or remained unchanged.
Areas out side of gov ern ment focus
all dete ri o rated, includ ing the total
time patients wait when seek ing
med i cal treat ment in Can ada. Fur -
ther, in many cases, while per for -
mance improved between 2004 and
2010, it still failed to reach the level
that pre vailed in 1997 when both
health expen di tures and fed eral
cash trans fers for health care were
much lower than at pres ent.14

Reforming the 
Canada Health Act

Clearly, fed eral cash trans fers for
health care have not led to
improved access to health care in
Can ada. This poor record is not
likely to improve under Ottawa’s
new plan for health care trans fers
after 2014, which makes lit tle
change to the cur rent fail ing
arrange ment other than to the
prom ised rate of growth. Argu -
ments that the trans fers have been
insuf fi ciently large to improve
health care are unfounded. Can -
ada’s health care sys tem is the
devel oped world’s sixth most
expen sive after the United States,
the Neth er lands, France, Ger many,
and Den mark; its health care expen -
di tures are 22 per cent higher than
in the aver age OECD nation that
has a uni ver sal access health care
sys tem (OECD, 2011; cal cu la tions
by authors).15 Not only is Can ada’s
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poor health care per for mance not
reflec tive of the large growth in fed -
eral cash trans fers for health care, it
is also not com men su rate with Can -
ada’s com par a tively high level of
spend ing.

An often noted bar rier to reform
and exper i men ta tion in health care
pol icy is the posi tion of the fed eral
gov ern ment and its con trol over the 
mon ies it trans fers to the prov inces
for health care. These funds are
avail able only to those prov inces
who abide by the rules, reg u la tions,
and fed eral inter pre ta tions of the
Can ada Health Act.16 The act spe cif -
i cally dis al lows a vari ety of pol i cies
that other coun tries use to pro vide
better qual ity uni ver sal health care
at lower costs. Among the pol i cies
that will reduce fed eral cash trans -
fers for health care are cost shar ing
and extra bill ing.17 

Inno va tions in social wel fare

All of this sug gests that it is in the
best inter ests of Cana di ans for gov -
ern ments to agree to sub stan tially
reform health trans fers rather than
con tinue with the cur rent fail ing
struc ture. Reform to fed eral cash
trans fers for health care should fol -
low the les sons of the suc cess ful
wel fare reforms the fed eral gov ern -
ment intro duced in the mid-1990s.
In the 1995 fed eral bud get, as part
of a strat egy to bring national
finances back to sur plus, the fed eral
gov ern ment restruc tured and
reduced fed eral trans fers to the
prov inces. A core com po nent of this 
change was the replace ment of the
Estab lished Pro gram Financ ing
(EPF) block trans fer and the Can -
ada Assis tance Plan (CAP) cost
shar ing arrange ment with the new
Can ada Health and Social Trans fer

(CHST) block trans fer. The change
encour aged the prov inces to exper i -
ment with inno va tion and improved
per for mance by tak ing advan tage of 
the increased flex i bil ity and auton -
omy accorded them by the fed eral
gov ern ment.18 Vitally, this increased
flex i bil ity and auton omy applied to
all areas cov ered by the Can ada
Health and Social Trans fer—except
health care pol icy, which remained
sub ject to the Can ada Health Act.

Under pre vi ous cost-shar ing
arrange ments, the fed eral gov ern -
ment had con trolled social ser vices
stan dards by link ing trans fers to the 
prov inces with adher ence to national
stan dards. This cen tral ized approach
and fed eral reg u la tion meant that
prov inces were to a cer tain extent
pro hib ited, or at least inhib ited,
from exper i ment ing with alter na -
tive deliv ery mod els. Indeed,
Finance Min is ter Paul Mar tin noted 
in his his toric pre sen ta tion of the
1995 Bud get that “the restric tions
attached by the fed eral gov ern ment
to trans fer pay ments in areas of clear 
pro vin cial respon si bil ity should be
min i mized… they limit inno va -
tion… [and] increase admin is tra tive 
costs” (Mar tin, 1995: 17-18).

The 1995 reforms set off a period of
inno va tion and exper i men ta tion
across the coun try in both wel fare
design and deliv ery. The reduced
trans fers cou pled with greater pro -
vin cial auton omy and respon si bil ity 
for wel fare and its costs meant that
the prov inces had the incen tive and
author ity to design and deliver
more effec tive and less costly pro -
grams than in the past.19 The suc cess
of these reforms is hard to deny. Wel -
fare depend ency was reduced well
beyond the cycli cal level observed
over the pre vi ous decade-and-a-

half. Wel fare-related spend ing also
declined, which helped gov ern -
ments across the coun try bal ance
their bud gets. Most impor tantly, the 
inno va tion and exper i men ta tion
resulted in prov inces doing a mark -
edly better job of iden ti fy ing prob -
lems and help ing peo ple back into
the labour mar ket.

The link between wel fare
and health care reforms

There is broad con sen sus that one
seri ous issue fac ing Can ada’s gov -
ern ments in both the short and long 
term is the deliv ery and financ ing of 
health care. As was the case in 1995, 
Can ada has an oppor tu nity not only 
to improve its finan cial posi tion,
but also to improve health care for
Cana di ans in a finan cially sus tain -
able and respon si ble man ner.

The fed eral and pro vin cial gov ern -
ments are fac ing seri ous chal lenges
with respect to health care spend -
ing. At the fed eral level, the growth
in health trans fers out strips by a
wide mar gin growth in fed eral pro -
gram spend ing. For exam ple, the
aver age annual growth in cash
trans fers for health care from
2010-11 through 2013-14 is
expected to be 5.7 per cent, while
aver age annual growth in total pro -
gram spend ing is fore casted at 1.0
per cent over the same period (Can -
ada, Depart ment of Finance,
2011b). A larger and larger share of
fed eral pro gram spend ing is being
ded i cated to health-related trans fers 
to the prov inces; such spend ing
increases are not sus tain able with -
out either rais ing taxes or reduc ing
other spend ing (which is already
occur ring in rel a tive terms), both of
which have their own set of costs.
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The prov inces have already made
rel a tive reduc tions in non-health
care spend ing in order to accom -
mo date the near insa tia ble demand
for health care spend ing. Health
spend ing as a per cent age of total
pro gram spend ing for Can ada (all
prov inces) has increased from 30.3
per cent in 1990-91 to 36.7 per cent
in 2008-09 (Sta tis tics Can ada,
2009). Every prov ince has increased 
the por tion of its bud get devoted to
health care. In fact, the growth in
health care spend ing is out strip ping 
almost every other area of pro vin -
cial spend ing (Kotlikoff and Hagist,
2005). The pro por tional increase in
health care spend ing com pared to
all other pro vin cial spend ing, cou pled 
with the con sis tently high annual
growth rate in health care spend ing, 
means that other cat e go ries of pro -
vin cial spend ing will con tinue to be
sac ri ficed unless fun da men tal
changes are intro duced.

The suc cess ful wel fare reforms intro -
duced in the mid-1990s emerged
from the increased flex i bil ity that
the fed eral gov ern ment gave to the
prov inces. The poor per for mance of 
the health care sys tem, despite the
high and increas ing fed eral cash
trans fers to the prov inces sug gests a
sim i lar oppor tu nity exists for health 
care.20 That is, the fed eral gov ern -
ment should give the prov inces
more lee way to exper i ment with
dif fer ent mod els of health care
deliv ery within a uni ver sal and por -
ta ble frame work. Such an arrange -
ment would allow the prov inces to
deal hon estly with the sin gle larg est
source of spend ing and one of the
fast est grow ing areas of pro vin cial
bud get ary spend ing.

Spe cif i cally, the Can ada Health Act
must be revised so that it con tin ues

to require uni ver sal ity and
por ta bil ity, but so that all its other
require ments are elim i nated. This
change would enable prov inces to
be more flex i ble in exper i ment ing
and inno vat ing with dif fer ent health 
design and deliv ery mod els. To be
abso lutely clear, this pro posal main -
tains the require ment for uni ver sal
cov er age and por ta bil ity, but allows
prov inces to try other approaches
and test dif fer ent ways to finance
and deliver pro vin cial health care
ser vices.

Exper i men ta tion and inno va tion
such as this will uncover better ways 
for Cana di ans to be pro vided with
health care com men su rate with the
resources being spent. The reforms
might include every thing from test -
ing dif fer ent forms of insur ance
cov er age, to the use of health sav -
ings accounts, to expanded pub lic
cov er age. By allow ing each prov ince 
to pur sue its own method of deliv -
er ing, reg u lat ing, and man ag ing
health care, we can dis cover,
through exper i men ta tion, better
and more cost-effec tive ways to
improve our nation’s health care
sys tem. Again, the key is to allow
exper i men ta tion and inno va tion in
a fis cally respon si ble man ner and
within a frame work of uni ver sal
cov er age and access.

Con clu sion

Unfor tu nately for Cana di ans, the
$97.6 bil lion increase in fed eral cash 
trans fers for health care since
1997-98 has not resulted in a better
per form ing sys tem. Instead, a vari -
ety of indi ca tors of health care per -
for mance pro vide over whelm ing
evi dence that Cana di ans are actu ally 
worse off now than they were in

1997.21 While increased trans fers
total ling $6.4 bil lion more than
required to account for pop u la tion
growth and infla tion since 2004-05
may seem to have been more effec -
tive than the ear lier trans fer
increases, a lon ger term view of our
health care sys tem’s per for mance
shows con tin ued lack of value for
money from cash trans fers to the
prov inces.

The les sons from reforms to fed eral
trans fers for social wel fare in the
mid-1990s pro vide clear guide lines
for improv ing the cur rent sit u a tion
of high and rap idly expand ing
health expen di tures that pay for the
poor per for mance of Can ada’s
health care sys tem. Reform efforts
must focus on mod i fi ca tions to the
Can ada Health Act that will enable
prov inces to exper i ment with dif fer -
ent mod els of health care finance
and deliv ery within a uni ver sal and
por ta ble frame work. Exper i men ta -
tion and inno va tion will uncover
better ways for Cana di ans to be
provided with health care com men -
su rate with the resources being
spent.

Notes
1 This paper exam ines cash trans fers

exclu sively and does not include
tax-point trans fers in its anal y sis. (A
tax point is a per ma nent trans fer of
income tax room from the fed eral
gov ern ment to the pro vin cial gov ern -
ments in which the fed eral gov ern -
ment reduces its basic tax rate by a
spe cific per cent age and the prov inces 
increase theirs by an equiv a lent
amount, thereby leav ing total fed eral
and pro vin cial tax unaf fected. Tax
points can be applied to per sonal
income tax or to cor po rate income
tax.)

2  The infor ma tion for EPF health cash
trans fers comes from a spe cial
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infor ma tion request received from
the Fed eral Depart ment of Finance in 
Octo ber 2002.

3  For a more thor ough dis cus sion of
the effects of the CHST reform,
please see Schafer et al., 2001.

4  In table 1, the year in which the
one-time trans fers were rec og nized
were based on com mit ments con -
tained in the fed eral bud gets rather
than the year of rec og ni tion con -
tained in the Pub lic Accounts. In
many cases, the Pub lic Accounts rec -
og nize the trans fer in the fol low ing
year as a result of the tim ing of the
bud get rel a tive to the date when the
leg is la tion was enacted. This applies
to all data shown in the table except
for the sep a rate pay ments to Ontario
for 2009-10 and 2010-11 to ensure it
receives the same per capita CHT
cash sup port as other equal iza -
tion-receiv ing prov inces announced
in the 2007 fed eral bud get. These
funds are appor tioned accord ing to
Can ada, Depart ment of Finance
(2011a).

5  For an empir i cal dis cus sion of this
issue, please see Veldhuis and Clem -
ens, 2003.

6  The fed eral gov ern ment main tained
its bud get ary sur plus posi tion until
2008-09, at which time it returned to
def i cit spend ing.

7  The rates of infla tion and pop u la tion
growth were national fig ures. Cer tain 
prov inces would have had higher
pop u la tion growth rates and infla tion 
rates over the period (eg., Alberta)
while oth ers would have had lower
rates (eg., Que bec). Thus, the effect
or value of the fed eral cash trans fers
would have been dif fer ent in each
prov ince and would have depended
on the rates of pop u la tion growth
and infla tion in each. 

8 This is the aver age annual growth rate 
between 1997 and 2009. The annual
growth rate ranged from a low of 1.5
per cent to a high of 3.8 per cent.

9 This is the aver age annual growth rate 
between 2004 and 2009. The annual

growth rate ranged from a low of 1.5
per cent to a high of 3.5 per cent.

10  The exam i na tion of wait times here
looks at the Fra ser Insti tute’s
annual wait times mea sure ment,
Wait ing Your Turn, which cap tures
elec tive wait times for com mon
pro ce dures in 12 major med i cal
spe cial ties. That study is Can ada’s
only national, com pa ra ble, and
com pre hen sive mea sure ment of
wait times for med i cally nec es sary
care. It is worth not ing that the
2004 agree ment iden ti fied the pri -
or ity areas of can cer, heart, diag -
nos tic imag ing, joint replace ments,
and sight res to ra tion as a start ing
point for gov ern men tal mea sure -
ment and reduc tion of wait times.
Note that Wait ing Your Turn does
not mea sure wait times for emer -
gency care or access to gen eral
prac ti tio ners.

11  The nurse-to-pop u la tion ratio is
derived from 2009 sta tis tics, as
these are the most recent sta tis tics
avail able for com par i son.

12  The dis cus sion exam ines only the
num ber of indi vid u als per pop u la -
tion. This means changes to hours
worked or ser vices pro vided will
not be cap tured in this mea sure -
ment. CIHI (2010) reports an
increase in the pro por tion of RNs
and LPNs employed in nurs ing full
time between 2005 and 2009.

13  The dis cus sion exam ines only the
num ber of indi vid u als in the pop u -
la tion. This means changes to hours 
worked or ser vices pro vided result -
ing from demo graphic shifts or
changes to fund ing mod els will not
be cap tured in this mea sure ment.
For more on the rela tion ship
between chang ing phy si cian demo -
graph ics and work load see Esmail
(2007). For more on the rela tion -
ship between phy si cian fund ing
mod els and ser vices pro vided see
Esmail and Walker (2008).  

14  Two stud ies exam in ing worker pay
in Ontario hos pi tals, one study
exam in ing rates of sur gi cal care,

and a series of papers exam in ing
the rela tion ship between wait times
and health expen di tures, all sug gest
that the price of health care
increased over this period. Mul lins
(2004), in a study of worker pay in
Ontario’s hos pi tals, found that hos -
pi tal pay rolls used up the entire
increase in pro vin cial gov ern ment
trans fers to Ontario hos pi tals
between the 1997 low and 2002. In
addi tion, high-earner pay rolls
increased more than three times as
fast as pro vin cial gov ern ment trans -
fers to Ontario hos pi tals. In a fol -
low-up study in 2005, Mul lins
found no sta tis ti cal rela tion ship
between pay increases and hos pi tal
per for mance mea sures and sug -
gested that increased hos pi tal fund -
ing seemed to be driv ing wage
infla tion. The Cana dian Insti tute
for Health Infor ma tion, in a study
exam in ing sur gi cal vol umes in all
prov inces except Que bec, found
that in 2007-08: “Age-stan dard ized
rates of sur gery out side the pri or ity
areas [hip and knee replace ments,
cat a ract sur gery, car diac revascu-
larization, and can cer sur gery] are
about the same as they were in
2004–2005” (p.12). Within the pri -
or ity areas, rates of sur gery climbed 
by seven per cent between 2004-05
and 2005-06, and then essen tially
stopped grow ing to 2007-08 (CIHI,
2009). Impor tantly, pro vin cial gov -
ern ment health spend ing (not
includ ing Que bec) grew by $16.2
bil lion or about 24 per cent over this 
same time period (CIHI, 2011a; cal -
cu la tions by authors). Finally,
Zelder (2000), Esmail (2003), and
Barua and Esmail (2010) all found
either no rela tion ship between
access to health care (wait times)
and health expen di tures, or a pos i -
tive rela tion ship where wait times
increase as health expen di tures rise
in Can ada.

15  This com par i son is on a per cent of
GDP basis for the most recent year
for which com pre hen sive data are
avail able (2009). Due to unavail -
abil ity of 2009 data, 2008 data were
sub sti tuted for Aus tra lia, Japan,
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Por tu gal, and Tur key, and 2007
data for Greece.

16  For a detailed expla na tion of the
Can ada Health Act, see Can ada,
Min is try of Health, 2009; for its his -
tory, see Orchard and Alsford,
2010.

17  Spe cif i cally, accord ing to sec tions 18 
through 21 of the Can ada Health
Act, prov inces that imple ment or
allow cost shar ing or extra bill ing
“shall” (s. 20) see their fed eral cash
trans fers for health and social ser -
vices off set by the amount of user
charges/extra bill ing. In addi tion,
prov inces deemed to have vio lated
any of the prin ci ples of the Act
“may” (s. 15) be sub ject to reduc -
tions in their fed eral cash trans fers
for health and social ser vices.

18  For a dis cus sion of the reforms in
the fed eral trans fers, see Veldhuis
and Clem ens, 2003.

19  A num ber of com mon reforms were 
adopted by most, if not all, of the
prov inces. One com mon reform
was a reduc tion in ben e fit lev els,
par tic u larly for sin gle, employ able
peo ple. There was an increas ing
under stand ing that, when wel fare
ben e fits sur pass com pa ra ble
income avail able from low-paid
work, incen tives are cre ated to
enter or remain on wel fare. Many
of the reduc tions in ben e fit lev els,
par tic u larly those for sin gle,
employ able peo ple, aimed to
re-estab lish ing the bal ance between
wel fare ben e fits and the income
avail able from low-paid work. For
an empir i cal exam i na tion of the
rela tion ship between ben e fit lev els
and wel fare rates dur ing the 1990s,
see Emes and Kreptul, 1999. For
details on selected pro vin cial
reforms, see Veldhuis, Clem ens,
and Palacios, 2011.

20  An alter nate view is that Medicare
suf fers from a lack of cen tral over -
sight, direc tion, and account abil ity.
Beyond the gen eral con di tions con -
tained in the Can ada Health Act,
the fed eral gov ern ment has not

imposed national stan dards, which
has left the prov inces con sid er able
lat i tude to deter mine what and how 
much would be cov ered, and how it 
would be deliv ered. The 2004
10-Year Plan to Strengthen Health
Care did, how ever, increase fed eral
mon i tor ing and pub lic report ing
through the Health Coun cil of Can -
ada and the Cana dian Insti tute for
Health Infor ma tion, and the anal y -
sis above does sug gest a poten tial
increase in the effec tive ness of cash
trans fers for health care since 2004.
How ever, the Cana dian expe ri ence
with the wel fare reforms of the
1990s (dis cussed in this paper) and
with the rel a tively strong per for -
mance of Can ada’s K-12 edu ca tion
sys tem which has seen lit tle fed eral
involve ment and over sight (Har ris
and Man ning, 2005) both sug gest
that a more cen tral ized approach to 
health care would be coun ter-pro -
duc tive. In addi tion, a more cen -
tral ized approach to health care
with stron ger fed eral over sight,
direc tion, and mon i tor ing would
likely reduce inno va tion and com -
pe ti tion among the prov inces and
the abil ity of any prov ince to tai lor
its health care pol icy approach to
the unique needs of its local pop u -
la tions (Esmail, 2006). Fur ther,
such an approach fails to respect
the fact that health care is pri mar ily
an area of pro vin cial juris dic tion
under the con sti tu tion. Finally,
Can ada’s approach to health care
pol icy has been shown to pro duce
an expen sive and inef fi cient health
care sys tem that pro vides poor
access to med i cal ser vices, and it is
not clear that an increase in fed eral
over sight and direc tion would
improve this sit u a tion by pro vid ing
sen si ble reform to health care pol -
icy at the pro vin cial level. Indeed,
the fed eral gov ern ment’s reluc tance 
to embrace pol i cies such as pri vate
com pe ti tion in financ ing and cost
shar ing sug gest that an increase in
fed eral over sight and direc tion may
pre vent such sen si ble, mar ket-based 
reform.

21  Increased cash trans fers for health
care from the fed eral gov ern ment
to the prov inces have not resulted
in improved health per for mance
over the period exam ined, largely
because of the incen tives con -
tained in, and the struc ture of,
Can ada’s health sys tem. Please see
Barua and Esmail, 2010, for a dis -
cus sion of the rela tion ship
between health spend ing and wait
times; Esmail and Walker, 2008,
and Skin ner and Rovere, 2010, for
empir i cal data and a dis cus sion
com par ing Can ada’s health care
sys tem with other OECD coun tries 
that main tain uni ver sal health
care; Esmail, 2011, and Esmail,
2007, for a dis cus sion of phy si cian
short ages in Can ada and pos si ble
expla na tions; and McMahon and
Zelder, 2002, for a dis cus sion of
non-med i cal wage pres sures in the
health care sys tem.
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