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NEWS RELEASE 
 

“Dysfunctional Effects” of Federal-Provincial Fiscal 
Imbalance Harm Effective Social Policymaking  

 
Montreal – In a conference presentation released today by the Institute for Research on 
Public Policy (IRPP.org), Vice President of Research France St-Hilaire says that Ottawa’s 
penchant for control and visibility, rather than funding, of social programs has hamstrung 
provinces’ ability to effectively implement and administer them. 
 
“The provinces were never meant to be the administrative arm of the federal government,” 
notes St-Hilaire.  “Yet, at present, they do not have the fiscal capacity to play their 
appropriate and legitimate role because Ottawa is occupying too much tax room and 
providing insufficient transfers.” 
 
The federal government, with eight straight years of budget surpluses totalling $61.3 
billion, enjoys far better fiscal health than the provinces, of which all but Alberta are in 
deficit or struggling to maintain budget balance.  This imbalance is structural – due in large 
part to the fact that provincial expenditures (40 percent of which are for health care) will 
grow significantly faster than provincial revenues as far as the eye can see.  
 
According to the author, this fiscal gap in favour of Ottawa might be justified to the extent 
that it underwrites federal-provincial transfers sufficient to finance additional provincial 
spending directly or implicitly mandated by Ottawa. But actions speak otherwise.  “Ottawa 
has been very reluctant to return to intergovernmental transfers to reach its objectives in 
social policy,” writes St-Hilaire. This trend is evident across the spectrum: 
 
♦ Regarding health care, the new Canada Health Transfer provides much-needed 

funding stability and predictability by increasing the value of provincial transfers by 6 
percent annually.  But this is still less than the 7 percent annual growth in recent health 
spending, and is contingent on numerous provincial commitments to expand covered 
services and reduce waiting times.  “The reality,” says St-Hilaire, “is that the risks and 
uncertainties of the public health care enterprise remain very much the provinces’ 
cross to bear.” 

 
♦ The national child care system announced in the 2005 federal budget is “dirigiste,” with 

very precise requirements in terms of what activities are to be developed and how 
progress is to be measured.  St-Hilaire points out that with only $5 billion in promised 
federal funding over five years, the provinces are building a national system that they 
must administer to Ottawa’s specifications  and that they ultimately will be responsible 
for maintaining, without formal long-term federal funding commitments. 



 
♦ Federal transfers for post-secondary education and social services are “basically on 

life-support,” while Ottawa privileges direct spending initiatives such as the Millennium 
Scholarship Fund, Canada Research Chairs, Canada Child Tax Benefit and various 
social housing investments. 

 
Social policies play a central role in the development of human capital that is so critical in 
the 21st century.  But, warns St-Hilaire, the “dysfunctional effects” of fiscal federalism as it 
exists today prevent their effective implementation.  
 
“Fiscal Gaps and Imbalances: The New Fundamentals of Canadian Federalism” is the 
latest publication to be released as part of IRPP’s Canadian Federalism research program. 
It is now available free of charge, in Adobe (.pdf) format, on the Institute’s Web site, at 
www.irpp.org. 
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For more information or to request an interview, please contact the IRPP. 
 
To receive the Institute’s media advisories and news releases via e-mail, please subscribe 
to the IRPP e-distribution service by visiting its Web site, at www.irpp.org. 
 
Founded in 1972, the Institute for Research in Public Policy (IRPP.org) is an independent, 
national, nonprofit organization based in Montreal. 
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Jeremy Leonard (jleonard@irpp.org) 
Senior Fellow, Policy Outreach (IRPP.org) 
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