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This paper explores the concept of displacement in 

federal transfer payments. Acknowledging that there 

have been criticisms that displacement occurred as a 

result of the establishment of the Canada Millennium 

Scholarship Foundation (“the Foundation”), the author 

sets out to assess the Foundation displacement ques-

tion within a wider intergovernmental framework.

Following a discussion of the history of federal 

transfer programs and the development of a typology 

of different transfers, the author examines 23 specific-

purpose federal transfer programs (including the 

Foundation) selected from an initial list of 80 in order 

to assess the way in which they have dealt with 

displacement. He finds that seven of the 23 agree-

ments (including the Foundation) incorporated some 

provisions to try to ensure that federal funds did not 

displace provincial spending; three of these seven 

also had strong enforceability provisions (two of 

which relate to infrastructure spending). In the 

remaining 16 cases, there were no anti-displacement 

provisions. Displacement may not necessarily have 

occurred in these 16 cases; the finding is simply that 

the agreements did not preclude displacement.

Looking at the issue over time, the paper finds that 

“no displacement” provisions were uncommon in 

the period between 1995 and 2004. The federal 

government drifted from this less aggressive stance 

on displacement in the mid-to-late 1990s (the period 

during which the Foundation was created) toward a 

tougher stance by the mid-2000s. In this regard, the 

author notes that during the mid-to-late 1990s the 

federal fiscal position was weak, concern about the 

Quebec sovereignty movement high and intellectual 

interest in New Public Management (with its focus 

on outputs or outcomes and not inputs) perhaps 

peaking. By the early-to-mid 2000s, the federal 

government was running large surpluses, concern 

about sovereignty pressures had diminished and the 

practical difficulties in implementing some of the 

accountability techniques associated with New 

Public Management were more widely recognized. 

Regarding the Foundation in particular, the author 

argues that the mere fact that displacement is an 

important issue on its radar screen distinguishes it 

from many of the other 22 transfer programs that were 

assessed. The Foundation has given substantially 

more priority to managing displacement than other 

comparable direct transfer programs. For example, it 

compares favourably with the Canada Foundation 

for Innovation, which theoretically creates the possi-

bility of displacement of provincial financial support 

for research infrastructure but which is silent on the 

displacement issue. Similarly, it performs favouraby 

against the National Child Benefit, which creates the 

possibility of provincial savings but does not effect-

ively monitor whether the magnitude of “appropri-

ate” provincial reinvestments is as large as those 

savings.

The final conclusion of the paper is that the 

Foundation stacks up well from an anti-displace-

ment perspective when compared with other direct 

transfer programs but less well when compared with 

two infrastructure programs. Overall, compared with 

the other 22 programs in the whole sample, it is well 

above average.

Executive Summary
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This paper explores the concept of displacement in 

federal transfer payments. Displacement is not a 

widely discussed idea in the federalism literature. 

Accordingly, we will begin by setting out how the 

term is used here.

The distinction between general-purpose and 

specific-purpose transfers in federal-provincial transfer 

programs provides a starting point. The federal 

government’s intent with general-purpose transfers 

is that provincial governments have complete flexi-

bility to use the revenues they receive from Ottawa 

unfettered by any conditions whatsoever. The intent 

of specific-purpose transfers, on the other hand, is 

that provincial governments employ the money they 

receive for the purposes set out in the transfer 

arrangements. With specific-purpose transfers, if a 

province does not increase its expenditures for the 

purpose specified by the Government of Canada by 

the amount of the federal transfer, displacement may 

be said to occur. That is, Canadian government funds 

are displacing provincial government funds for the 

purpose Ottawa specified, thus freeing up money  

for the province to allocate for a priority of its  

own choosing.

Using numbers for illustrative purposes, suppose 

Ottawa decides to transfer $100 annually to a province 

for a specific purpose. If the province has been 

spending $100 annually from its own revenues for 

that same purpose before the federal government 

begins making its transfer, in the prototypical case 

Ottawa’s intent would be that the province hence-

forth spend $200 annually for the designated purpose. 

If, however, in practice the province spends only  

$150 annually for that purpose, federal money has 

displaced $50 annually of provincial spending. The 

benefit to the province is that it can use that $50 for 

its own priorities and not the priority the federal 

government had intended.

Of course, this explanation oversimplifies reality, 

as shown in the following examples. The provincial 

government may have had plans to increase its 

spending on the priority in question from $100 annu-

ally to $120 annually before the federal government 

decided to begin making the specific transfer. Once 

Ottawa begins transferring funds for its priority, 

however, the province eliminates its planned increase 

but continues with its $100 annual outlays. The  

province has not reduced its payments for the  

designated purpose but also has not proceeded with 

a planned increase. Can it be said that displacement 

has occurred? In another case, the federal govern-

ment’s purpose itself may have been vague, making it 

difficult to determine which provincial expenditures 

need to be taken into account to determine if 

displacement has occurred. A third example is that 

the federal government may have been transferring 

money to the province for the designated purpose  

in an earlier period and then cut back, leading the 

province to step into the breach and increase its 

spending. The $100 annual payment from Ottawa 

may thus only be a restoration to previous spending 

levels, which enables the provincial government to 

reduce the added fiscal burden it had assumed  

when the federal government made its cutbacks. In 

other words, in the real world, determining whether 

and how much displacement has occurred may  

not be an easy task. Nonetheless, the basic idea of  

displacement is simple: it occurs when provincial 

governments use federal specific-purpose transfers 

to cut back on their own-source spending for that 

same purpose rather than using them exclusively in 

the way the federal government had intended. 

Displacement of provincial spending may also 

occur when the federal government transfers money 

to certain groups of individuals or institutions rather 

than to provincial governments. The province may 

have been making social assistance payments to indi-

viduals, for example, or lending money to students  

to help them attend a post-secondary school. If 

Ottawa begins making similar payments to the same 

introduction
Part I
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individuals or adds to amounts it was previously 

paying to them, displacement occurs to the extent 

that provinces then reduce their outlays for the  

same clients. 

It was in the latter context that the issue of displace-

ment arose when the federal government established 

the Canada Millennium Scholarship Foundation 

(“the Foundation”) in 1998. At that time, the Chrétien 

government announced an endowment of $2.5 billion 

in financial aid for post-secondary education 

students, with the intention that the money be used 

to fund approximately 100,000 scholarships annually 

over a ten-year period. The stated goal of the legi-

slation that created the program was to improve 

access to post-secondary education for students who 

were in financial need and demonstrated merit. This 

new program was undertaken by the Government of 

Canada without prior consultation with provinces, 

and the Budget Implementation Act that established 

it did not contain any requirement that provincial 

governments maintain the level of funding for post-

secondary student aid that they had in place prior to 

the year 2000, the first year in which the Foundation’s 

bursaries began to be paid. 

At the time the Foundation was created, all pro-

vinces were spending substantial sums on their own 

student aid programs, and Ottawa was spending 

even larger amounts on such aid through its long-

standing Canada Student Loans Program (CSLP). In  

a cooperative intergovernmental arrangement, the 

CSLP was administered by most provinces/territories 

(PTs) on behalf of Ottawa. The provincial/territorial 

student aid authorities determined which students 

qualified for aid based on PT criteria and made that 

aid available to eligible students, combining federal 

and provincial money. PTs that did not want to enter 

into such arrangements with Ottawa could contract 

out with full financial compensation. Quebec and the 

Northwest Territories have done so for many years, 

and this is also the case now for Nunavut. 

Through the Budget Implementation Act, the federal 

government assigned the job of administering the new 

student aid program to the newly created arm’s-length 

Foundation in order to reduce provincial irritation with 

a new federal spending initiative in an area of provincial 

legislative competence. The Act also authorized the 

Foundation to enter into arrangements with PT stu-

dent aid authorities in administering the new federal 

bursaries if they saw fit to do so. The Foundation 

decided that it should take advantage of provincial 

experience in administering student assistance. 

Between May and December 1999, it signed agree-

ments with all PTs, under which they agreed to 

deliver the federal bursaries to students on behalf of 

the Foundation. 

Although there was nothing in the 1998 Budget 

Implementation Act precluding provinces from redu-

cing their financial commitments to post-secondary 

students, the statutory purpose of improving access 

certainly suggested that the prime minister’s inten-

tion was that the “new” federal money should be 

incremental to existing PT student funding. At that 

time, however, the provinces were still annoyed about 

the large cash reductions in federal transfer payments 

to them that had been announced in the 1995 federal 

budget, a part of which had been nominally intended 

for post-secondary education operating costs. Indeed, 

when the Foundation was announced, the PTs were 

in the process of taking their case to the Canadian 

people that there was a vertical imbalance in the 

finances of the federation that was unfair to them. 

They were short of money because Ottawa was occu-

pying more tax room than it needed to fund its own 

spending responsibilities, thus making it impractical 

for them to raise the money they needed.1 PTs had 

reason, therefore, to consider reductions in their own 

student aid programs when the Foundation was 

created with its new funding.

In any case, during the course of its negotiations 

with PTs, the Foundation attempted to minimize 

displacement by securing commitments from PTs to 

that effect. Its success in that regard has been analyzed 

elsewhere and will be discussed further below.2 The 

point being made here, however, is that there have 

been criticisms and concerns that displacement  

did occur3 and the purpose of this paper is to assess 

1. For a good statement of the provincial and federal positions on this issue, see Alain Noël (Chapter 5) and Stéphane Dion (Chapter 6) in Harvey Lazar, 
ed., Canadian Fiscal Arrangements: What Works, What Might Work Better, Kingston, 2005.

2. Canada Millennium Scholarship Foundation Evaluation, 2003; Human Resources and Social Development Canada, The Review of Canada 
Millennium Scholarship Foundation Bursaries: A Macro Study (Ottawa: Socio-Economic Analysis Group, Canada Student Loans Program Directorate, 
Learning Branch, HRSDC, 2007).

3. Canadian Federation of Students, www.cfs-fcee.ca/html/english/campaigns/millennium.php.
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the Foundation displacement question within a  

wider intergovernmental framework. During the  

Foundation era—that is, from the years following the 

1995 federal budget until the present (1996–2008)—

how common has it been for the federal govern- 

ment to insert “no displacement” requirements into  

federal-provincial-territorial (FPT) specific-purpose 

agreements? When the federal government has not 

done so, what has its intent been? Has it been 

condoning displacement or has it been dealing with 

displacement through mechanisms other than 

explicit “no displacement” clauses? Is there a pattern 

or trend with respect to the federal government’s 

approach to displacement? And how and where does 

the student aid provided through the Foundation  

fit into this discussion? 

This paper is by no means able to answer all those 

questions definitively, but it does at least shed some 

light on them. The paper proceeds as follows: 

• Part II provides a history of FPT specific-purpose 

agreements and elaborates on the above discussion 

of the displacement concept within that historical 

perspective. 

• This is followed by a methodological Part III, which 

describes the approach that was taken to answering 

the several questions in the paragraph immediately 

above. The idea of indirect ways of preventing 

displacement is introduced in this section.

• Part IV presents the empirical results. 

• Part V discusses how and where the Foundation 

fits into the results reported in IV. 

• Brief conclusions then follow in Part VI. 

Before proceeding, one further consideration must 

be noted here. The concept of displacement should 

be understood as having relevance mainly at the 

sectoral or programmatic levels, not the macro level. 

For example, there can be times when, for reasons of 

broad macro-economic management or broad inter-

governmental fiscal relations, the federal government 

is trying to shift aggregate financial burdens toward 

or away from provinces and territories. This kind of 

broad downloading or uploading is not what displace-

ment is about, although macro considerations may 

possibly influence how seriously the displacement 

idea is taken at the sector or programmatic levels. 

Pa R T  1 .   i n T R o D u C T i o n
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This part discusses the history of transfer agreements 

from the post-World War II era until 1995, focusing 

mainly on the so-called major specific-purpose 

transfers for health care, post-secondary education 

and social assistance and social services. This discus-

sion culminates with the transfer arrangements 

announced in the 1995 federal budget. Without some 

understanding of the way in which federal policy on 

these fiscal transfers evolved in the pre-Foundation 

era (i.e., prior to 1996) and the related motivation  

for the changes in federal policy as they occurred, 

context for the analysis in Part IV will be lacking.

This paper began by distinguishing between 

specific-purpose and general-purpose intergovern-

mental transfers. In Canada, Equalization and 

Territorial Formula Financing are the principal 

examples of general-purpose transfers. They provide 

general budgetary support for recipient governments 

with no strings attached. In 2007-08, these general-

purpose transfers are estimated at just over $15 billion 

annually.

Specific-purpose programs constitute by far the 

larger share of federal intergovernmental transfers, 

however. In 2007-08, the major specific-purpose cash 

transfers alone are estimated at $32 billion annually, 

and other specific purpose transfers (e.g., for labour 

markets, immigration settlement, housing, infra-

structure) add billions to that amount.4 

Specific-purpose transfers come in several forms—

forms that have relevance for the displacement issue. 

One is the matching grant. In such arrangements  

the federal government matches PT spending for a 

particular priority or client group based on some 

ratio set out in federal law. The federal government 

made extensive use of this form of intergovernmental 

transfer in the decades following World War II.  

Some of these grants were open ended, that is, they had  

no ceiling on the magnitude of the federal financial 

commitment, particularly the major transfers.  

Others were closed ended, in that ceilings were a part 

of the deal. 

The federal government has also used non-matching 

specific-purpose transfers over the decades, especially 

for programs that fall outside the category of major 

transfers. Generally referred to as block grants, 

examples include the labour market development 

agreements of the 1980s and 1990s and federal transfers 

to compensate PTs for immigration settlement costs 

during the same decades. For the purposes of this 

paper they will be described as single-purpose block 

transfers. Typically, the federal dollars flow into PT 

consolidated revenue funds. Once there, the money 

is fungible. It has no tag on it specifying that it must 

be used for the purpose that the Government of 

Canada had in mind when it decided to make the 

transfer.5 Whether the federal government has been 

able to ensure that the transferred cash is used for its 

intended purpose is a major element of this inquiry.

The large block grants of recent decades that 

began with the Established Programs Financing  

legislation in 1977 (discussed in further detail below) 

are harder to categorize as general purpose or specific 

purpose. Although the federal legislation authorizing 

them typically provides that they are for two or more 

designated purposes, as with the single-purpose 

block transfers just discussed, the federal money 

flows into PT consolidated revenue funds and can  

be allocated for whatever programs provincial 

governments choose. Moreover, the use of these 

federal dollars may be even harder to track than 

single-purpose transfers, given the multiplicity of 

purposes they are intended to serve. Accordingly, 

unless the federal legislation authorizing them  

effectively requires the provinces to meet the federal 

government’s purpose by explicitly providing for 

some form of federal oversight with penalties for 

The Displacement Concept 
in Historical Perspective 

Part II

4. According to the Department of Finance website, the figure for 2007–08 is $52 billion for major transfers, if tax transfers are included.

5. Michael Mendelson, “Accountability Versus Accountability: The Future of the Canada Social Transfer,” Caledon Institute of Social Policy, December 2003.
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non-performance by provinces, the federal government 

knows that there is no assurance that the PTs will 

spend the money as Ottawa would prefer. Although 

major block grants are treated here as specific-purpose 

transfers because this paper is focused on the inten-

tions of the federal government, in other contexts it 

may make more sense to view them differently.6 

Large block transfers typically include a wide range 

of provincial program activities and sectors, such as 

hospital insurance, medical insurance and post-

secondary education. Even when the transfer is 

intended for one sector only, as with the Canada 

Health Transfer (CHT) announced in 1994, it may 

nonetheless aim to influence a wide range of acti-

vities within that sector (e.g., the CHT and related 

first ministers’ 2004 health accord purport to influ-

ence PT efforts in relation to wait times, home care, 

pharmaceutical policies, health human resources, 

etc.). In this paper, these major block grants, includ-

ing the CHT and the Canada Social Transfers (CST), 

will be referred to as multi-purpose block transfers. 

At the Dominion-Provincial Conferences on 

Reconstruction at the end of World War II, the 

Government of Canada had extensive proposals for 

building a pan-Canadian system of social security. 

But provincial governments, especially those in 

Ontario and Quebec, were not ready to accept them. 

It was only after more than a decade of negotiation, 

with several western provinces often in the lead, that 

the first of the major specific-purpose transfers—the 

Hospital Insurance and Diagnostic Services Act of the 

mid-1950s—was enacted. It authorized the federal 

government to begin paying half of eligible provincial 

expenses for hospital and diagnostic services, subject 

to provinces meeting certain conditions. In the 1960s, 

the federal and provincial governments negotiated 

similar 50:50 cost-sharing arrangements for post-

secondary education (PSE), social assistance/service 

(Canada Assistance Plan) and medical care (Medical 

Insurance Act), although in the case of the PSE  

transfer there were no conditions attached to it by 

the federal government other than that the provincial 

expenditures had to be for PSE operating costs.7  

The more the provinces spent on these programs,  

the more Ottawa contributed. The objective of the 

Government of Canada was to encourage provinces 

to enlarge their capacity for these high-priority public 

services. 

When the federal government converted the 

hospital, medical and post-secondary matching 

grants to a single multi-purpose block grant via the 

Established Programs Financing (EPF) transfer in 

1977,8 the link between the federal transfers for these 

programs and the amount of provincial spending 

was severed.9 By then Ottawa judged that the required 

services had become “established” and that the 

provinces would maintain and improve them without 

the matching grant incentive. This did not mean that  

the federal government’s pre-1977 specific purposes 

had disappeared. The 1977 legislation continued to 

declare that the federal funds were being transferred 

to the provinces for the same purposes as had pre-

viously applied, including the previous conditions 

relative to hospital and medical insurance.

Ottawa’s motive in effecting these changes to the 

major transfers was also heavily influenced by its 

own deteriorating fiscal situation. The federal author-

ities were very concerned that they had no control 

over a large and growing share of their expenditures. 

By changing the mode of transfers from matching 

grant to block fund, the magnitude of their transfer 

expenditures became more predictable. By severing 

the link between provincial spending and its contri-

butions for fast-rising hospital and medical costs, the 

federal government also thought that the provinces 

would have a greater incentive to rein in their spend-

ing growth in these areas. In that sense, the idea of 

displacement was still not a part of the Government 

of Canada’s agenda.

Indeed, during the period of EPF negotiations, 

there were some in the federal finance ministry who 

thought that the legislated rate of increase in the 

federal contribution—the federal block grant was to 

grow at a rate linked to GNP per capita—might result 

in Ottawa’s share of spending in these three program 

areas increasing.10 Had that occurred, a kind of relative 

6. Anwar Shah, “A Practitioners’ Guide to Intergovernmental Fiscal Transfers,” in Robin Boadway and Anwar Shah, eds., Intergovernmental Fiscal 
Transfers: Principles and Practice (Washington, 2007), pp. 1–53.

7. The exact funding formulae for these three programs were not identical, but that is not relevant to this discussion. It should also be noted that the 
federal government contributed to three categorical provincial social assistance programs before the Canada Assistance Plan was enacted.

8. More formally, the relevant legislation was the Federal-Provincial Fiscal Arrangements and Established Programs Financing Act, 1977.

9. During the early 1970s the federal government began putting ceilings on some of the matching grant programs.

10. I was one of the federal officials engaged on this file, and this observation reflects my recollection of discussion with colleagues.



�

displacement might have been said to occur, in that 

the provincial share of spending for the established 

programs would have decreased even if it grew in 

absolute terms. In fact, the Government of Canada’s 

share of spending for these three provincial programs 

did not rise during the 1977–82 period, but it none-

theless grew quickly in absolute terms—more quickly 

than the federal government’s rapidly deteriorating 

fiscal situation could tolerate. In 1982, therefore, 

Parliament amended EPF to reduce the rate at which 

the federal block grant would grow. By then, the 

federal focus was on getting its own fiscal house in 

order, regardless of the effects on provincial finances. 

From a provincial viewpoint, therefore, there was a 

“reverse relative displacement” or “downloading” going 

on. Ottawa was leaving provinces with what turned 

out to be a rising share of expenditures on fast-

growing, high-priority established joint programs. 

The story of major transfers took a number of 

twists and turns from the 1982 amendments until the 

1995 federal budget. The only one that is noted here 

is that when the PTs began to allow hospitals to 

impose facilities fees and physicians to levy user 

charges, the Government of Canada considered this 

to be in conflict with the broad principles associated 

with the Canada-wide public hospital and medical 

insurance system. But the EPF legislation did not 

provide the authority for the federal government to 

withhold payments to enforce its will on the PTs.  

The result was that Parliament enacted the Canada 

Health Act, 1984, which authorized the Governor in 

Council to reduce Ottawa’s EPF cash contribution to 

the extent that a province failed to comply with the 

principles set out in the Act. The lesson here is that 

for the federal government to be sure that its specific 

purposes are met when specific-purpose transfers are 

made, it must have some kind of supervisory legis-

lative power in order to ensure its will is respected. 

The federal budget of 1995 is the final milestone  

of this cryptic history, as it sets the scene for the 

contemporary concern about displacement. In this 

regard, it should be noted that when the federal 

Liberals came to power in 1993 under the leadership 

of Jean Chrétien, Ottawa had experienced 23 con-

secutive fiscal deficits and the magnitude of federal 

debt had also become a growing anxiety. In a FPT 

finance ministers’ meeting before the 1994 federal 

budget, the new federal Minister of Finance, Paul 

Martin, gave his PT counterparts a year’s notice that 

large transfer cuts were coming, but he did not 

inform them about their size or form, except that 

they would not include Equalization. In his 1995 

budget, finance minister Martin announced the 

merging of EPF and CAP into what became a new 

Canada Health and Social Transfer (CHST)—a multi-

purpose block grant from Ottawa to the provinces for 

social assistance/services, post-secondary education, 

hospital insurance and medical insurance. The cash 

component of the transfer was to be $6 billion less 

than the PTs had anticipated under previous federal 

spending plans. The 1995 budget was the centrepiece 

of the first Chrétien government’s successful effort to 

eliminate the federal budgetary deficit and begin 

lowering its debt. As such it needed to be “sold.” And 

part of that selling was to try to justify politically the 

huge cutback in federal cash payments to PTs by 

arguing that with only one block fund and reduced 

conditionality, PTs would have the added flexibility 

needed to improve their efficiency and finances. The 

finance minister declared:

  …we believe that the restrictions attached by 

the federal government to transfer payments 

in areas of clear provincial responsibility 

should be minimized.

  At present, transfers under the Canada 

Assistance Plan come with a lot of unneces-

sary strings attached. They limit the flexibility 

of the provinces to innovate. They increase 

administrative costs. In short, the cost-sharing 

approach of the past no longer helps the pro-

vinces, who have clear responsibility to design 

and deliver social assistance programs, to do 

so in a way that is as effective as possible and 

in tune with local needs.

  So we are prepared to address those issues  

by funding CAP in a similar way as we fund 

the existing EPF transfers for health and post-

secondary education … Provinces will now be 

able to design more innovative social programs 

that respond to the needs of people today 

rather than to inflexible rules.11 

Pa R T  i i .   T H E  D i S P La C E M E n T  C o n C E P T  i n  H i S T o R i C a L  P E R S P E C T i v E 

11. Federal Budget Speech, 1995, www.fin.gc.ca/budget95/speech/speeche.txt.
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The overarching goal of the 1995 federal budget 

was to restore the fiscal health of the federal govern-

ment. But it was undertaken against the backdrop of 

a looming Quebec sovereignty referendum. The large 

cuts in transfers might have been expected to provide 

ammunition to the sovereigntist side, and therefore 

the promise of more flexibility should be seen as an 

attempt by the federal government to soften the blow. 

Yet the new block transfer offered PTs only modest 

additional flexibility. It could not add flexibility in rela-

tion to PSE since there were no conditions in EPF 

that had applied to PSE. With regard to the fusing of 

the CAP into the new block transfer and the related 

end of the matching grant, this did add to PT flexibility 

but mainly insofar as it facilitated PT decision-making 

about where to absorb the $6 billion federal cut. In 

fact, PTs had no practical political choice at that time 

but to cut expenses in the social assistance/services 

area, especially with health care being the over-

whelming priority in the public’s eyes and given the 

fact that provinces had subjected health care to 

tough spending restrictions in the first half of the 

1990s. The end of matching grants did significantly 

cut down on the administrative efforts and paper 

load related to the CAP, but the few conditions that 

were dropped (e.g., the right of appeal) did not much 

change the flexibility of the PTs. As for health care, 

finance minister Martin stated: 

  However, flexibility does not mean a free-for-all.

  There are national goals and principles we 

believe must still apply, and which the vast 

majority of Canadians support. Our goal 

must be to combine greater flexibility with 

continued fidelity to those principles.

  The conditions of the Canada Health Act  

will be maintained. Universality, compre-

hensiveness, accessibility, portability, and 

public administration.

  For this government, those are fundamental.

  In addition, we will maintain the existing 

principle that provinces must provide social 

assistance to applicants without minimum 

residency requirements.12

In other words, in that landmark budget, Ottawa 

found itself trying to balance competing ideas and 

interests when it came to relations with provinces. 

The first was the notion that the federal government 

should be less intrusive in areas of provincial consti-

tutional competence, especially those that are most 

sensitive from a political perspective. This was fuelled 

mainly by concerns about Quebec separatism. But it 

was reinforced by the longstanding support of the 

Alberta government for the idea of “clarifying roles 

and responsibilities,” code language for an invitation 

from Alberta to Ottawa to better respect the division 

of legislative powers under the constitution. This 

view of federal-provincial relations secured a further 

boost a few months after the federal budget with  

the election of the Mike Harris-led Progressive 

Conservative government in Ontario in June 1995. 

Taken together, these three governments acted as a 

formidable opposition to aggressive federal use of the 

spending power in areas of provincial constitutional 

competence, abetted on occasion by other provinces. 

A second influence was the intellectual legacy of 

New Public Management from the 1980s. Among 

other things, it encouraged governments to evaluate 

their programs more on the basis of outputs or, better 

still, outcomes rather than inputs. This balancing act 

was influenced as well by the absence of money for 

initiatives in Ottawa as the federal government sought 

to put its fiscal house in order. 

For a very short period after the 1995 budget, 

therefore, and subject to the important qualification 

relating to public health insurance emphasized in 

Paul Martin’s budget speech, the federal government 

bowed in the direction of better respecting provincial 

constitutional competence and, to that extent, the 

idea of displacement was a subordinate considera-

tion in the federal government’s approach to fiscal 

relations with the PTs. Even when counter-pressures 

strengthened (and, as is discussed below, this 

happened quickly), there remained a viewpoint in 

the federal capital that Ottawa was better off steering 

than rowing, that results were what mattered as 

opposed to inputs, that federal use of the spending 

power should seek to achieve its goals in a more 

subtle way than it had in earlier periods and that  

the federal machinery should learn to adapt to an 

12. Ibid.
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arguably more province-friendly way of doing inter-

governmental business. 

As it turned out, the federal fiscal position improved 

very quickly, and within a few years of the 1995 budget, 

Ottawa was generating large surpluses. With it there 

emerged a second and contrary view about the role 

of the federal government in its fiscal relations with 

the provinces—one that saw the need for Ottawa to 

lead the federation more effectively and to worry less 

about the objections of parochial provinces. In this 

regard, the prime minister also became more confi-

dent of his freedom to act after he secured a second 

consecutive majority government in 1997. And in light 

of the “near miss” of the Quebec referendum, he was 

on the lookout for new policy initiatives that would 

prove that “federalism worked.” Not surprisingly, after 

many years of budgetary tightness (in rough terms, 

from peak to trough federal spending as share of GDP 

fell from 19 percent to 12 percent), there was no 

shortage of ideas for new spending initiatives from 

interest groups and the federal public service. There 

were proposals to fix one kind of shortfall or another—

from health care to national defence, from children’s 

needs to municipal infrastructure. The Chrétien 

Liberals chose to focus heavily on social issues that in 

most cases required use of the federal spending 

power. The federal Liberals’ activist agenda was 

helped further when they won a third consecutive 

mandate under Prime Minister Chrétien and carried 

forward into the government under Prime Minister 

Paul Martin. Indeed, the Martin Liberals ran for office 

in 2004 on what was, for all intents and purposes, a 

provincial agenda. This is illustrated below in the  

first section of the table of contents of the Liberal 

election platform.13

The evolution of the major transfers system in  

the years following the CHST included large increases 

in the cash amounts transferred, the splitting of the 

CHST into a separate Canada Health Transfer (CHT) 

and a separate Canada Social Transfer (CST), a ten-year 

funding arrangement for the CHT beginning in 2004 

and ending in 2013–14, CST financing arrangements 

that also run until 2013–14 and the earmarking of 

some of the additional funds mainly within the CHT 

but also the CST. This story is not developed further 

here because it is covered in Part IV, where we report 

on the empirical work undertaken in relation to the 

displacement issue. 

Pa R T  i i .   T H E  D i S P La C E M E n T  C o n C E P T  i n  H i S T o R i C a L  P E R S P E C T i v E 

STRENGTHENING OUR SOCIAL FOUNDATIONS _____________________________________________________________ 16

 Health Care: A Fix for a Generation _____________________________________________________________________  16

 The National Waiting Times Reduction Strategy and The “Five in Five” Plan  __________________________________ 20

 Primary Health Care ___________________________________________________________________________________ 21

 Home Care  ___________________________________________________________________________________________ 22

 Prescription Drugs _____________________________________________________________________________________ 23

 Respecting the Canada Health Act _______________________________________________________________________ 23

 Recognizing the Growing Role of Caregivers ______________________________________________________________ 24

 Enhancing the Guaranteed Income Supplement __________________________________________________________ 25

 Securing the Place of Aboriginal Peoples in Canada ________________________________________________________ 26

 Foundations: A National Early Learning and Child Care Program ____________________________________________ 29

 The New Deal: Sustainable Cities and Communities _______________________________________________________ 32

 Tackling the Infrastructure Deficit _______________________________________________________________________ 33

 Providing Shelter: Social & Affordable Housing ____________________________________________________________ 33

 Greening Canada’s Communities ________________________________________________________________________ 34

13. The Liberal Party, Moving Canada Forward: The Paul Martin Plan for Getting Things Done, 2004.
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With all of the above as context, it is worth repeating 

the questions that the rest of this paper seeks to 

answer. First, how common has it been for the federal 

government to insert “no displacement” requirements 

into FPT specific-purpose agreements? When the 

federal government has not done so, what has been 

its intent? Has it been condoning displacement or 

has it been dealing with displacement through  

mechanisms other than explicit “no displacement” 

clauses? Is there a pattern or trend with respect to the 

federal government’s approach to displacement? And 

how and where do the Foundation’s programs fit into 

this discussion? 
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To answer these questions, 23 purposively selected 

federal transfer programs were analyzed with the 

focus almost exclusively on those introduced or 

amended during the post-1995 period.14,15 Eighteen 

of the programs involved intergovernmental trans-

fers and five entailed direct transfers, including the 

Foundation case. Initially, we had planned to include 

agreements that were primarily regulatory in nature 

but which contained a substantial fiscal transfer 

component as well. What we particularly had in mind 

were environmental agreements. However, a large 

majority of the environmental agreements that we 

examined had little or no fiscal component and 

therefore held little interest for purposes of this study. 

They were therefore excluded from the final sample. 

All but three of the 23 transfer arrangements 

involved the use of the federal spending power. Two 

transfer agreements on immigration and one on agri-

culture also entailed federal transfers, but since the 

Government of Canada has constitutional authority 

to make laws with respect to immigration and agri-

culture, the relevant transfer programs do not rely on 

the federal spending power for their authority.16

The aim was for the transfer programs and related 

FPT agreements analyzed to be representative of  

the hundreds of arrangements that are in place that  

have some relevance for the displacement issue. But 

choosing transfer programs that are representative is 

difficult. There is no publicly accessible register of 

FPT agreements. From time to time in the past the 

Intergovernmental Relations Secretariat of the federal 

Privy Council Office has made efforts to maintain 

such records. We therefore specifically asked PCO 

officials if they were still maintaining one and whether 

we could access it. The PCO response was that such a 

registry is not now maintained.17

Accordingly, to select the sample, the following 

steps were taken:

1. About 80 transfer programs and/or intergovern-

mental agreements entered into or revised at some 

time between 1996 and 2007 were examined in a 

cursory way.18 Social, economic, natural resource 

and environmental programs were covered, but 

with a purposeful bias toward social programs. 

The bias reflected the fact that social programs 

comprise the great bulk of the federal transfers by 

value and that they are also most relevant for this 

paper’s interest in the Foundation, as it too can be 

considered a social program. 

2. Several of the key FPT agreements relating to 

major specific-purpose transfers were included. 

The major transfers from the end of World War II 

until the 1995 federal budget were discussed above, 

and we wanted to follow this up to determine 

whether there was a trend that had relevance to 

this study.

3. The external environment of FPT fiscal relations 

changed markedly over the period that is our focus. 

From 1996 to 1998, money in Ottawa was very tight, 

reported support for Quebec sovereignty was strong 

and the political party in power was Liberal. By the 

end of the period, the federal government was flush 

with cash, reported support for Quebec sovereignty 

had softened and the Conservatives were in office. 

We therefore included transfer programs from the 

early, middle and later years of the 1996–2007 

period to see if Ottawa’s approach to displacement 

changed over this period. 

Methodology
Part III

14. The concept of a FPT agreement is not straightforward. For one thing, with only rare exceptions, FPT agreements are not legally binding on 
the parties. They are administrative or political in nature and any participating government can change its mind. Sometimes there are inter-
governmental news releases that announce an agreement, but on other occasions the federal government makes an announcement and PTs buy in 
to varying degrees. In this paper, FPT agreements include the latter type.

15. One agreement was included from an earlier period because it illustrates what a FPT agreement without significant accountability arrangements 
looks like. See the Canada-Quebec Immigration Agreement, 1991, in Table 1 below. We also included the Canada Student Loans Program, even 
though it dates from the 1960s, because its purposes are similar to the Foundation. 

16. Both immigration and agriculture are concurrent legislative powers under the constitution. 

17. This comment is based on the author’s discussion with a PCO official, June 2007.

18. Some intergovernmental agreements considered in the Appendix turned out not to have transfers attached to them, some federal transfers were 
accompanied with intergovernmental agreements and some federal transfers turned out not to have accompanying intergovernmental agreements.
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4. To capture the diversity of intergovernmental rela-

tions, seven areas of social spending were selected, 

as well as five that were outside the social sphere. 

In the first category were children’s programs, 

housing programs, programs for persons with 

disabilities, labour market programs, immigrant 

settlement programs, health care and student aid 

programs.19 In the second were infrastructure 

programs, environmental programs, science and 

technology programs run by Industry Canada and 

natural resource programs operated by Agriculture 

and Agri-Food Canada and by Fisheries and 

Oceans Canada. 

5. For each of these program areas we attempted  

to obtain a number of the substantial transfer 

programs and related FPT agreements entered 

into or substantially revised in the post-1995 

period but without the expectation that all would 

be found. Rather, the goal was simply to locate a 

large enough number of the transfer programs 

from these subject areas that we might plausibly 

speculate that they constituted a reasonable 

sample of FPT agreements. To locate the agree-

ments, we relied primarily on a web search, phone 

calls and e-mails to officials in the relevant federal 

departments who were in a position to have the 

relevant knowledge. 

6. Where there was a multilateral framework agree-

ment with up to 13 similar if not identical bilateral 

agreements under the framework, they counted  

as one intergovernmental agreement for our 

purposes. But where there were substantially 

different types of agreements within the multi-

lateral framework, each type was considered a 

distinct agreement. This “first pass” at obtaining  

a representative list gave us about 80 federal  

transfer programs and/or FPT agreements. The list 

is attached as the Appendix. 

7. This first list was then analyzed with a view to 

reducing it to a more manageable number that 

would be broadly representative of the programs 

in the Appendix, bearing in mind our specific 

interest in displacement. In total, 23 transfer 

programs were selected and analyzed carefully 

with a view to obtaining answers to the research 

questions that motivated this paper. 

Once the sample was selected, the key methodo-

logical question was how to assess the way in which 

these FPT specific-purpose agreements dealt with 

displacement. As noted above, some FPT agreements 

mention it explicitly and have provisions to prevent 

or minimize it. These are coded “explicit” in Part IV. 

The other FPT agreements are silent on the issue 

of displacement, raising the question of whether 

there are alternative mechanisms in them that have 

the effect of blocking or discouraging displacement. 

The answer is that “it all depends.” That is, it all 

depends on the nature of the FPT agreement and 

whether there are provisions in it that can only be 

satisfied by a level of PT spending that effectively 

precludes PTs from diverting federal transfers to 

other priorities. 

The provisions of FPT agreements always entail 

political sensitivity. From one side of the sensitivity 

issue, when the federal government uses its spending 

power to influence PT spending priorities, this may be 

seen as undue federal intrusion into PT jurisdiction. 

When Ottawa tries to dictate how PTs are to get a job 

done, this may be seen as inconsistent with a focus 

on results. But from a second perspective, if the FPT 

agreement does not contain enforcement provisions 

to help advance the federal government’s specific 

purpose, the Government of Canada may be criticized 

for spending taxpayer money without any account-

ability for results. In short, federal conditions or 

enforcement mechanisms may attract one kind of 

criticism, and the absence of such provisions may 

attract another. This requires a kind of balancing act, 

and in recent years, FPT governments have developed 

an approach that seeks to sail between these rocky 

shoals. The approach entails several key elements:

• FPT agreement on objectives;

• accountability provisions in the FPT agreements 

that focus on results relative to the objectives;

• agreement on performance indicators that best 

measure those results;

• all PTs to use the same performance indicators;

• PTs undertake to gather the relevant data on 

performance indicators;

19. It is understood that some of these social programs are also relevant for economic growth.
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• PTs make regular public reports to their residents, 

not to the federal government, on progress relative 

to the desired results; and

• no reductions in federal payments for slow progress 

toward desired results.

This approach means that the federal government is 

not explicitly intervening in provincial legislative 

competence. The PTs are effectively holding themselves 

accountable for progress toward desired ends. Yet the 

federal government may achieve much of what it 

would like. The FPT agreement is results oriented. 

PTs are on the hook for reporting publicly on progress. 

And from a Government of Canada perspective, the 

light of public opinion may help to “force” PTs to 

spend all or some of the federal money for its intended 

purpose, because that is the only way the PTs can be 

sure that their accountability reports will tell a “good 

news” story to their publics. 

Although these kinds of specific-purpose FPT 

agreements normally have no explicit wording  

relating to displacement, they may nonetheless in-

directly discourage displacement when the demands 

of the accountability framework are so onerous 

that it is unrealistic for the PTs to reduce their 

expenditures.

This discussion is of course hypothetical rather 

than empirical, since we don’t know a priori whether 

the accountability commitments in these FPT block 

grant agreements are onerous enough to preclude 

displacement. It seems likely that the federal govern-

ment would negotiate for strong commitments but 

equally likely that PTs would take the opposite 

position. The negotiated outcome on any one agree-

ment would thus depend on the balance of forces at 

a moment in time and not necessarily be similar in 

ambition and enforceability to another agreement 

negotiated six months earlier or later. Even where the 

desired results are ambitious, it may take time to 

arrange for systematic collection of the performance 

indicators. And by the time all the data have been 

collected and publicly reported, the elected govern-

ments may have changed and the new governments 

may have new ideas about what is desired, or the 

context may have changed in other ways, requiring 

the agreement to be revised. 

In other words, unlike FPT agreements that contain 

explicit anti-displacement provisions, the impact on 

displacement of FPT agreements in this “other” 

category (that is, those that may deal with it indirectly) 

is much harder to assess. It requires a great deal of 

program-specific information and even then, the 

impact on displacement may be difficult to deter-

mine. In the results reported below, we have consid-

ered whether any of the agreements have objectives 

and accountability frameworks that are so demand-

ing that they appear likely to prevent displacement. 

Where such agreements have been found, they are 

coded with the word “indirect.”20

A similar way of looking at intergovernmental 

agreements can be applied to direct transfers, 

provided that they are accompanied by intergovern-

mental agreements. If there is no FPT agreement, 

then the possibility of displacement is real if the 

province is already spending for the same purpose. If 

the federal transfers to persons or institutions are 

conditional on PTs continuing to spend for purposes 

agreed to with the federal government, with explicit 

financial sanctions for underperformance or non-

performance, then there is a genuine incentive for 

PTs to maintain their spending. And if the federal 

direct transfers are accompanied by intergovern-

mental agreements that are focused on outputs and/

or outcomes, the above discussion of the efficacy of 

indirect methods is also relevant here. 

Pa R T  i i i .   M E T H o D o Lo g y

20. We would appreciate feedback from program experts who disagree with or have comments on our assessments.
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The results of our research are reported in summary form in Table 1 below. The results are ordered by date of 

agreement or revised agreement to help determine whether there are any trends that are of interest. 

Research Results
Part IV

Table � — Analyz�ng Federal Transfer Programs from a D�splacement Perspect�ve

�. Purpose of 
Agreement/  
Dollar Magn�tude

�. Date and 
Durat�on of 
Agreement

�. Form of 
Agreementi,ii

�. Federal 
Enforceab�l�ty  
of Agreementiii

�. Ant�-
D�splacement 
Prov�s�onsiv

�. Federal Method 
of Enforc�ng Ant�-
D�splacement 
Prov�s�ons 

�. Imm�grat�on 
Agreement:  
Comprehens�ve

Outline responsibilities 
and mechanisms for 
Quebec’s involvement, 
provision of settle- 
ment services and full 
provincial powers of 
selection. $332 million 
over first 4 years (early 
1990s); formula driven 
since then.

1991 Quebec  
(Meech Lake  
aftermath). 

Indeterminate.

Intergovernmental.  
Bilateral. 

Single-purpose block. 

Asymmetric. Unique 
to QC.

Largely unconditional 
transfer in that Quebec 
has not committed 
to any accountability 
arrangements.

None n/av

�. Canada Student 
Loans Program 
(CSLP)

Promote accessibility 
to PSE for students with 
demonstrated financial 
need. $16 billion since 
founded. Each year 
370,000 loans worth  
$1.7 billion are issued 
to students. Additional 
annual budget of  
$900 million.

1964; restruc-
tured in 1994. 

NL (2004),  
NB (2005),  
ON (2001) and 
SK (2001) have 
harmonized 
student loan 
programs with 
integration 
agreements.

Transfers to persons. 

Assessment of eligibility 
via PTs, based on FPT 
agreed criteria. For 
qualifying students  
Ottawa normally pays 
60% and PTs rest. No  
formal FPT political 
matching grant arrange-
ments, but there are 
operational agreements.  

Asymmetric (QC  
and 2 territories  
have alternative  
arrangements). 

Results-based  
management and  
accountability  
framework imple-
mented in 2001–02. 

Framework weak  
from viewpoint of  
measuring improve-
ments in access. 

Ambiguous in that  
there are no explicit 
provisions. But pro-
bably very effective  
in minimizing  
displacement.     

Administrative dis-
cussion establishes 
level of student need. 
CSLP provides 60%, 
effectively ensuring 
PTs provide 40%.  
Operational arrange-
ments effectively  
minimize displace-
ment risk.

�. Labour Market 
Development 
Agreements:  
Co-Managed

PTs involved in joint 
planning and evaluation 
of active employment 
measures while HRSDC 
continues to deliver 
programs and services. 
$1.95 billion annually 
from EI Account with  
4 below.  

Offer May 1996.  

BC (1997),  
NL (1997),  
PE (1997),  
NS (1997)  
and YT (1998). 

Indeterminate 
duration.

Intergovernmental. 
Bilateral within Canada-
wide framework. 

No transfer of funds. 

Asymmetric.    

Formative and 
summative  
evaluations. 

Annual EI  
Monitoring  
and Assessment  
Report. 

Audits.

Not relevant as  
no transfers.

Agreements and 
monitoring and 
evaluation reports  
are silent on PT 
spending of “own- 
source” revenues  
for labour market.

n/a     

i. This includes: (1) whether the agreement is intergovernmental, a transfer to persons or a transfer to an institution. Where the agreement is inter-
governmental it specifies: (2) whether the agreement is bilateral, bilateral within multilateral, bilateral within some other form of Canada-wide 
framework or multilateral; (3) whether it is a matching grant, single-purpose block or multi-purpose block; and (4) whether it is part of a series of 
intergovernmental arrangements that are symmetric or asymmetric. Note that since all of the intergovernmental agreements discussed here are 
in the specific-purpose category, they are all at least to some degree “conditional,” therefore conditionality is not normally referred to in this table 
unless there is a unique aspect to it.

ii. Where the transfer is to persons or institutions, there may also be a related intergovernmental agreement. If there is such a related agreement, this 
is noted and the items listed in (2) to (4) in Note i are assessed.

iii. This includes penalty payments for non-performance or misuse of funds (if any), accountability and transparency provisions, evaluation provisions, 
audit provisions, etc.

iv. The coding in this column provides several options to the question posed: “yes, explicit,” “yes, indirect,” “none,” “ambiguous” or some combination 
of these terms. It also allows for the term “irrelevant.” 

v. The term n/a means non-applicable.
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�. Labour Market 
Development 
Agreements: 
Full Transfer 

PTs have full  
responsibility  
for design and  
delivery of active 
employment  
measures funded  
from EI Account.  
Joint FPT responsi- 
bility for evaluation.  
$1.95 billion.  

Offer May 1996. 
AB (1996),  
NB (1996),  
MB (1997),  
QC (1997),  
SK (1998),  
NT (1998),  
NU (2000)  
and ON (2005). 
Indeterminate 
duration.

Intergovernmental. 

Bilateral within Canada-
wide federal framework. 

Single-purpose block. 

Symmetric agreements 
adapted to PT specificities.

Robust accountability 
framework. 

Annual EI Monitoring 
and Assessment Reports. 
Audits.

Formative and 
summative evaluations. 
No financial penalties 
for weak performance.   

None. 

Agreements and moni-
toring and evaluation 
reports are silent on  
PT spending of “own-
source” revenues for 
labour market. But  
since PTs are providing 
services for clients 
traditionally served by 
federal government, 
this is not surprising.  

n/a

�. Canada 
Foundat�on for 
Innovat�on (CFI)  

Grants to eligible 
recipients for research 
infrastructure for 
eligible projects to 
increase Canada’s 
capability of carrying  
on high-quality research. 

$3.75 billion to  
over 5,000 projects  
since 1997.

1997. 

Indefinite 
duration.

Transfers to institutions. 

Matching grant. 40% of 
project infrastructure 
from CFI, with rest from 
other partners.  

Accountability 
provisions related  
to recipients. 

Annual report by CFI 
tabled in Parliament. 
Audits. 

Ambiguous but 
probably not on radar 
screen.  

Legislation aims to 
increase Canada’s 
capability to carry  
on high-quality 
research but no  
explicit references  
to incrementality. 

CFI levers funding from 
other partners via 40% 
formula at project level.  

Annual reports  
show no evidence 
that CFI is tracking 
aggregate funding  
of high-quality 
research due to  
focus on indi- 
vidual projects.

�. Nat�onal Ch�ld 
Benef�t (NCB)

Reduce child poverty 
and promote attachment 
to labour market via 
federal cash supple-
ments to low-income 
families with children, 
with PT savings re-
invested in children’s 
programs. $4 billion 
annually.

Announced in 
1997 and imple-
mented in 1998. 
Indeterminate.

Transfer to persons. 
Related FPT “under-
standing” about PT 
commitments.  

Symmetric, although  
QC did not associate 
with initiative.  

Federal government 
asserted PT would 
invest savings in related 
programs. Annual 
reports by PT ministers 
do not link PT spending 
to a base number or to 
magnitude of federal 
NCB payments. 

None. 

Rhetorical commitments 
that PT savings be 
reinvested, but annual 
reports suggest 
probability  
of substantial 
displacement.

n/a

�. Canada 
M�llenn�um 
Scholarsh�p 
Foundat�on

$2.5 billion to  
be disbursed  
over 10 years.

Enacted in 1998. 
Funding from 
2000–2010.

Transfer to persons.

Bilateral agreements 
between Foundation 
and PTs for delivery.   

Annual reports;  
audit provisions.

Yes, explicit. Provisions 
in bilateral agreements 
with PTs negotiated  
by the Foundation. PT 
undertakings vary and 
do not preclude some 
displacement, although 
the Foundation keeps a 
close eye on trends and 
stays in close touch with 
PT student aid officials.    

No enforcement 
powers in federal law. 
PT commitments are 
political and depend 
on pressure from 
Foundation and 
student lobbies to 
ensure compliance.

�. Agreement on 
Early Ch�ldhood 
Development 

Foster the well-being  
of Canada’s young 
children. $2.2 billion 
over 5 years.

2000, with initial 
agreement on 
first 5 years  
of funding 
beginning in 
2001–02 (since 
extended).

Intergovernmental.

Multilateral framework.

Single-purpose block 
initially within CHST 
(now CST).

Symmetric.

PTs agreed to invest in 
any or all of 4 priority 
areas. Annual public 
reporting on outputs 
using agreed data 
sources and shared 
framework.

Yes, through a 
combination of  
explicit and indirect.  
FM communiqué 
(9/11/00) states 
explicitly that 
“investments  
should be  
incremental.” 

Indirect via 
performance  
indicators.   

Enforcement seems 
weak. It relies on 
power of annual 
reports to help 
ensure outputs 
achieved. But PTs  
not required to link 
performance to 
federal transfers  
or incrementality  
of spending. 

�. F�rst M�n�sters’ 
Meet�ng Commu-
n�qué on Health  

To establish a vision, 
principles and action 
plan for health system  
renewal and accounta-
bility provisions. 

$21 billion over 6 years.

September 11, 
2000. 2000/01–
2005/06.  

Intergovernmental.

Multilateral. 

Multi-purpose block.

Conditional on  
meeting Canada  
Health Act principles.

Symmetrical.

Financial penalties for 
non-compliance with 
CHA. All governments 
report to residents on 
performance.

None. PT health  
costs rising so quickly, 
displacement was 
arguably irrelevant.

n/a

Table � — Analyz�ng Federal Transfer Programs from a D�splacement Perspect�ve (cont�nued)

�. Purpose of 
Agreement/  
Dollar Magn�tude

�. Date and 
Durat�on of 
Agreement

�. Form of  
Agreement

�. Federal 
Enforceab�l�ty  
of Agreement

�. Ant�-
D�splacement 
Prov�s�ons

�. Federal Method 
of Enforc�ng Ant�-
D�splacement 
Prov�s�ons 
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�0. Infrastructure 
Canada Program

Improve urban and  
rural government 
infrastructure.  
$2 billion over  
6 years.

October 10, 2000. 
2000–2007.

Intergovernmental.

Bilateral within  
loose Canada-wide 
frame-work.

Closed-ended matching 
grant (federal share = 
one-third). Symmetrical. 

Standard annual  
audit provisions.

Canada to conduct  
2 evaluations of 
program over its 
lifespan.

None. PT spending need 
not be incremental to 
previously established 
PT spending levels  
or plans.

n/a

��. Affordable 
Hous�ng 
Agreements

To create an affordable 
housing supply in  
each jurisdiction, for 
low- to moderate-
income households.

Multilateral 
framework in 
2001. Bilateral 
agreements 
signed with  
7 provinces. 

5-year period.

Transfers to institutions.

Bilaterals in multilateral 
framework. 

Closed-ended matching 
grant. 

Highly conditional. 

Symmetrical.

CMHC funding not  
to exceed $25,000  
per unit; contributions 
by others shall be at 
least equal to CMHC 
funding. 

Accountability  
frame-work with  
audit; reporting and 
program evaluation. 

None.

No requirement that  
PT or institutional 
funds be incremental  
to some baseline.   

n/a

��. Imm�grat�on 
Agreements: 
Devolved 
Settlement 
Serv�ces (BC  
and MB only) 

Outline responsibilities 
and mechanisms for PT 
involvement, including 
funds for settlement 
services and a greater 
say in planning. 

Amounts ambiguous 
but in tens of millions  
as add-ons to previous 
levels of federal funds.

BC (2003); 
expires in 2009. 
Manitoba (2004). 
Indeterminate.  

Intergovernmental. 
Bilaterals in Multilateral 
Strategic Direction. 

Single-purpose block. 

Asymmetric.

Province required  
to provide federal 
government with 
annual service plan  
for coming year  
and annual report  
for previous year 
demonstrating how 
funds were used. 

Accountability 
framework.  

Ambiguous. Province 
baseline expenditures 
unknown but likely  
not large. 

PTs required to “inform 
Canada in writing of 
any reductions in their  
own level of spending 
on settlement services.” 
Also to “indicate the 
amount of federal funds 
spent on provincial… 
overhead.”

None. 

No sanctions for 
reductions of PT 
spending from own-
source revenue.

��. FPT 
Framework 
Agreement on 
Agr�cultural  
and Agr�-Food 
Pol�cy for the  
��st Century     

Broad framework: 
identify common goals, 
provide framework  
for implementation. 

Funding of  $1.1 billion 
annually for risk 
management;  
$120 million for  
other programs.

Multilateral, 
agreed on  
June 22, 2002. 
April 1, 2003– 
March 31, 2008.

Intergovernmental.

Multilateral.

Closed-ended matching 
grants. (60% federal,  
40% PT). 

Symmetrical.

Annual reports 
produced by  
provinces. 

Broader review to  
be conducted in  
4th year.

None.

No provision that 
federal grants be 
matched to incre-
mental PT spending.    

n/a

��. �00� F�rst 
M�n�sters’ Accord 
on Health Care 
Renewal 

Action plan for reform  
of health care through 
FPT partnership.

Multilateral 
agreement in 
February 2003.

Indefinite new 
federal funds for 
health reform 
and for medical 
equipment for 
limited durations. 

Promised $ not 
specified.

Intergovernmental. 

Multilateral. 

Multi-purpose  
block grant. 

Symmetrical. 

Conditional on meeting 
principles of Canada 
Health Act.     

PTs commit to  
reporting on 
performance  
indicators. 

Earmarked new  
funds difficult  
to track.

None n/a

��. Labour Market 
Agreements for 
Persons w�th 
D�sab�l�t�es

Enhance employ- 
ment for persons with 
disabilities. 2003 federal 
budget commitment. 
$193 million per year 
and then $30 million 
added.

March 2004.  
2 years, subject 
to renewal.

Intergovernmental. 
Multilateral framework. 

Closed-ended 50% 
matching grant. 

Asymmetric  
(QC bilateral).

Accountability 
framework. Baseline 
and annual reports  
on program and 
societal indicators.  

None. 

Matching grant  
not confined to  
incremental  
PT spending.

n/a

��. �0-Year Plan  
to Strengthen 
Health Care  

Renewal of health care 
in Canada. 

$41 billion over 10 years 
added to Canada Health 
Transfer.   

September 16, 
2004. 2004–
2013/14.

Intergovernmental. 

Multilateral. 

Multi-purpose block. 
Symmetrical, with  
some modest asymmetry 
for QC. 

Conditional on Canada 
Health Act principles.

Financial penalties  
for non-compliance 
with CHA. 

All governments  
report to residents  
on performance.

None.

The plan assumes that 
federal share of PT 
health care spending 
should increase. It thus 
actually anticipates 
relative displacement.

n/a
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��. Reduc�ng  
wa�t t�mes and 
�mprov�ng access 

Reducing wait times  
and improving access. 

$5.5 billion over 10 years 
as part of CHT.

September 16, 
2004. 2004–
2013/14.

Intergovernmental. 
Multilateral. 

Single-purpose block.
Symmetrical. 

Conditional on  
Canada Health  
Act principles.

Public reporting by PTs 
on reduction in wait 
times, based on agreed 
performance measures.  

None n/a

��. Early Learn�ng 
and Ch�ld Care 
Agreements

Improve and expand 
regulated early learning 
and child care programs. 
A little over $1 billion 
over 5 years.

2005. 
Agreements- 
in-Principle 
signed based  
on 2003 FPT 
ministers’ 
framework 
agreement. 

Quickly phased 
out with change 
of government  
in 2006.

Intergovernmental. 

Bilateral within multi-
lateral framework. 

Single-purpose block. 

Asymmetric with QC 
agreement not A-I-P  
and provided fewer 
commitments.  

Agree to provide 
baseline information 
and develop National 
Quality Framework. 
Indicators of availability, 
affordability and quality.

Yes, explicit. No financial 
penalties. Strong  
in some, with PT 
public reports  
to demonstrate 
federal transfers  
are incremental  
and do not displace 
existing spending, 
but weaker in others. 

��. Labour Market 
Partnersh�p 
Agreements

Address joint labour 
market priorities, 
especially for those  
not eligible for EI.  
Total of $3.522 billion 
over 6 years with half  
via PT instruments  
and half federal. 

2005 for 6 years. 
Discontinued 
with election of 
new government. 

Intergovernmental. 
Bilateral. 

Single-purpose block. 

Symmetrical, but  
only 3 provinces  
signed before this  
strategy was dropped.  
No agreements 
implemented.

Agree to establish  
an Accountability 
Framework. 

Joint plans and joint  
annual targets. 

Annual public report. 
Reviews, evaluations, 
audits.

Yes, explicit. Federal government 
could reduce its 
spending in joint 
program to offset 
potential PT 
displacement.

�0. Transfer of 
Federal Gas 
Revenues under 
New Deal for C�t�es 
and Commun�t�es

Investment in 
environmentally 
sustainable muni- 
cipal infrastructure; 
initially $5 billion  
over 5 years.

November 2005. 
5 years; extended 
in 2007 federal 
budget to  
2013–14. 

Intergovernmental. 

Bilateral within  
Canada-wide 
framework. 

Single-purpose block. 
Symmetrical.

Standard annual audit 
provisions. Evaluation. 
Public reporting of use 
of funds, outcomes.

Yes, explicit. Base 
amount is average of 
spending on municipal 
over previous 5 years. 
PTs commit to not 
spending less than  
base amount.

Strong, with annual 
audit provisions. 
Evaluation. Public 
reporting of use of 
funds, outcomes.

��. Publ�c  
Trans�t Fund

To improve public 
transit. Initially  
$400 million for  
one year. Bumped  
up to $900 million  
over 3 years.  

March 31, 2006. 
2006–2009.

Intergovernmental.

Bilateral within Canada-
wide framework. 

Single-purpose block. 

Symmetrical, although 
some agreements with  
PTs only and others 
involve municipalities;  
QC agreement combined 
with Gas Tax agreement.

Standard audit 
provisions. 

Public reporting of  
use of funds, outputs 
and outcomes.

Yes, explicit. Base 
amount is average of 
spending on public 
transit over previous  
5 years. PTs commit  
to not spending less 
than base amount.

Strong, with  
annual audit 
provisions.  
Oversight 
committee.

��. Mun�c�pal 
Rural Infra-
structure Fund 

Improve smaller-scale 
municipal infrastructure. 

$1 billion over 5 years 
(originally 10 years) in 
2003 federal budget. 
Since 2007 budget it  
has been sunsetting  
but bumped up to  
$1.2 billion during 
sunset period.

June 19, 2006. 
2006–2011.

Intergovernmental.

Bilateral. 

Closed-ended matching 
grant (federal = one-third 
with ceiling). 

Symmetrical.

Standard annual  
audit provisions. 

Prospective and 
retrospective eva-
luations of projects  
to be conducted.

None. No provision  
that federal grants  
be matched to 
incremental PT 
spending.   

n/a

��. Restructured 
Canada Soc�al 
Transfer

New funding for  
PSE ($800 million)  
and child care spaces 
($350 million) and  
shift to equal per capita 
cash and escalator.

Announced  
in budget  
2007. Funding 
scheduled  
until 2013–14.

Intergovernmental. 

Multilateral. 

Multi-purpose  
block fund.

Symmetrical.

No requirements of PTs. None n/a
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Of the 23 transfer programs analyzed, five involved 

transfers to persons, institutions, or both. The 18 inter-

governmental transfers include five closed-ended 

matching grants, four multi-purpose block grants 

and nine single-purpose grants. 

As shown in column 5 of the table, our assessment 

suggests that six of the 23 transfer programs have/

had or may have/have had provisions in place to help 

prevent displacement. Three others are labelled 

“ambiguous,” as we were not certain how to interpret 

their provisions. Five of the six had explicit provisions 

to help try to ensure that the federal funds did not 

displace PT spending, and the sixth involved a weak 

explicit provision but with some indirect provisions 

as well which, when taken together, seemed likely  

to prevent displacement. Two of the six agreements 

with anti-displacement provisions involve matching 

grants, three involve single-purpose transfers and 

one, the Canada Millennium Scholarship Foundation, 

involves transfers to persons. Of the three that are 

labelled ambiguous, one was analyzed as “ambiguous 

but probably very effective” (Canada Student Loans 

Program/CSLP), a second (Devolved Immigration 

Settlement Services) as “ambiguous,” related to the 

likelihood that the provinces were not spending 

much of their own money prior to the agreement and 

the third (Canada Foundation for Innovation) 

“ambiguous but probably not on radar screen.” For 

the purposes of the remainder of this paper, the CSLP 

will be grouped with the six agreements that have 

been coded as having anti-displacement provisions 

because, despite the ambiguity in the law and the 

seeming absence from the radar screen of the displace-

ment issue, in practice the intergovernmental 

arrangements surrounding the CSLP appear to have 

an anti-displacement impact. 

The analysis did not identify any federal specific-

purpose transfer programs with output or outcome 

commitments and accountability provisions that were 

or are tight enough to effectively preclude the PTs 

from using a significant portion of the transfers for 

their own priorities. (In one case, though, as already 

noted, the combination of a weak explicit commit-

ment and a substantial accountability framework 

suggested the possibility of precluding or minimizing 

displacement.) In some cases, the research indicated 

that preventing displacement was “not on the radar 

screen” when the agreements were initially signed 

(e.g., the labour market development agreements of 

the 1990s, although the now-defunct labour market 

partnership agreements did have provisions to deal 

with displacement). In others, where federal rhetoric 

suggested a strong concern to avoid displacement, 

notably the National Child Benefit, it was not possible 

to locate a FPT agreement where PTs provided firm 

undertakings that could be effectively monitored, and 

the reality appears to be that significant displace-

ment occurs in some provinces. 

As for the 13 intergovernmental agreements that 

involved single-purpose or multi-purpose block 

funds, all but one (the federal-Quebec Agreement on 

Immigration) contained accountability frameworks 

that focused on outputs or outcomes. This confirms 

the federal government’s recent interest in focusing 

on results. However, none of the accountability 

arrangements appeared to have sufficient bite to 

preclude significant displacement in the event that 

PT priorities differed from Ottawa’s. 

There are several possible explanations for this 

lack of bite. One is that the federal government has 

lacked the bargaining clout to impose a strong 

accountability framework on the PTs, remembering 

always that the use of the spending power entails 

federal engagement, or intrusion for many observers, 

in areas of provincial legislative competence. A second 

is that the federal government did not put much 

weight on the displacement issue in FPT negotiations. 

It was focused on outputs and outcomes and was 

perhaps consciously avoiding pressuring the PTs on 

what to spend or how to spend to achieve the desired 

results. (An important exception to this statement 

relates to the health care file and is discussed further 

below). Third, it is worth observing that designing and 

implementing realistic accountability frameworks that 

focus on meaningful outputs and outcomes is, in a 

practical sense, a difficult exercise that can take many 

years to bear fruit. All three factors (lack of bargaining 

clout, other priorities and practical difficulties) may 

have been at play, but, whatever the explanation,  

the assessment here is that for the cases analyzed 

none was onerous enough in its accountability frame-

work to effectively make it impractical for PTs to 

displace their spending with federal dollars if they 

chose to do so. 
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Returning to the case of the 2004 FPT Health 

Accord, in which the federal government committed 

an incremental $41 billion over ten years, the federal 

government’s policy goals had the purposeful effect 

of causing relative displacement. This huge cash 

transfer was in the main a response to a concerted  

PT public relations campaign that claimed Ottawa’s 

share of PT health spending had fallen from 50 percent 

in the 1970s to 11 percent by the late 1990s.21 The 

federal government understood that, with its addi-

tional financial commitments in 2004, its cash share 

of PT spending for health care would rise to 20 to  

25 percent. Stated differently, the PT share would 

decline, implying relative displacement. Ottawa 

effectively saw such displacement as a good thing, 

although it obviously did not use that kind of vocabu-

lary. In fact, the Canada Health Transfer and related 

health cash transfers are now over $22 billion and 

thus larger than the rest of the specific-purpose 

transfers combined. For that reason, changes in 

health sector transfers may be related as much to 

macro considerations as they are to the sector itself.22 

As noted earlier, displacement is best seen as an 

issue at the sector or program level. And regardless of 

the kind of macro framework that prevails at any 

point in time (and in recent years it has not worked  

to prioritize displacement; see footnote 21), displace-

ment will always be a consideration for at least two 

reasons. The first is that there are invariably interest 

groups that are focused on whether the federal  

transfers are meeting their specific purpose. To the 

extent that the federal transfers do not meet their 

purpose due to displacement, these interest groups 

can be expected to pressure the federal government 

to rectify the problem.23 The second is that Parliament, 

often with the help of the Auditor-General, tries to 

hold the federal ministers accountable for the money 

expended in the transfer programs, and it is a poli-

tical problem for them if they have to acknowledge 

that federal dollars transferred to PTs or persons/

institutions for a designated purpose have been 

effectively used to satisfy a different PT priority or, 

more likely, an unknown PT priority, given that the 

federal payments normally enter the consolidated 

revenue funds of the PTs.24

Returning to the analysis of the 23 federal transfer 

programs, two qualifications to the above assessment 

are worth mentioning. First, of the seven agreements 

that have/had anti-displacement provisions (including 

the CSLP), only three seemed to also have/have had 

strong enforceability provisions. The Labour Market 

Partnership Agreements are no longer in force, and 

the other two relate to infrastructure—the transfer  

of funds for public transit and the transfer of federal 

gas tax revenues. In these latter two cases, the 

accountability and audit provisions make it practical 

for the federal government to recover funds that 

should not have been transferred because PTs claimed 

matching grants without spending the requisite 

eligible amounts from their own-source revenue to 

justify the federal transfers. As for the other four, the 

one on Early Learning and Child Care was negotiated 

by the Liberal government in 2005–06, just before its 

defeat, and it was scrubbed by the Conservative govern-

ment shortly after it came to office (with 12 months’ 

notice to the PTs), so we’ll never know for sure whether 

the assessment here is correct. With respect to the 

2000 Agreement on Early Childhood Development, 

its reporting provisions seem not to be tight enough 

to prevent displacement, even though the FPT 

communiqué on it states that investments should be 

incremental. As for the CSLP, it does not require PTs 

21. The PT comparison was fallacious, but it nonetheless was a useful political weapon. See Chapter 4 in Harvey Lazar and France St. Hilaire (eds.), 
Money Politics and Health Care: Reconstructing the Federal-Provincial Partnership (Montreal and Kingston, 2004).

22. The 2004 FPT health accord was part of a larger debate that merits notice here. The PT objective of persuading the federal government to pay 
for a larger share of PT health care costs, as noted earlier in the paper, began as a political campaign seeking redress for the alleged vertical fiscal 
imbalance in the finances of the federation following the 1995 federal budget. This campaign was initially unsuccessful, with the governing Liberals 
arguing forcefully that there could be no such imbalance when the provinces had the constitutional right to levy taxes on all the main tax bases. 
But when the issue was reframed as a health care issue, it worked politically, and Ottawa added billions to its transfers to the PTs. To the extent that 
the Liberal governments of those years accepted the need for transferring additional revenues to the PTs, whether or not the reason was linked to 
the idea of vertical fiscal imbalance, at least in a macro sense the prevailing climate was not one that would have given displacement any priority. 
Moreover, unlike the Liberals, the Conservative Party under Mr. Harper’s leadership acknowledged fiscal imbalance as an issue in its 2006 election 
platform. And the 2007 federal budget made the argument that with all the additional funds Ottawa has transferred to the PTs, the federal govern-
ment has now restored fiscal balance to the federation. “Through this budget, we are delivering an historic plan worth over $39 billion in additional 
funding to restore fiscal balance in Canada,” finance minister James Flaherty declared. Thus, the Harper government could not have made displace-
ment an issue in the macro sense when in fact a concern for displacement would have been inconsistent with restoring fiscal balance. In sum, 
since Ottawa began generating budgetary surpluses in its finances in the late 1990s, the macro-economic framework has worked against the idea of 
making displacement a policy priority.

23. See, for example, www.campaign2000.ca/si/pdf/C2000scan_AffordableHousing.pdf and dawn.thot.net/ poverty_NCBS_clawback.html.

24. See, for example, the Auditor-General of Canada, Chapter 3 of Status Report for 2002. 
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to maintain their share of student loans, although  

in practice this has not been a significant issue. 

Finally, regarding the Canada Millennium Scholarship 

Foundation’s student aid programs, the Foundation 

acknowledged that some displacement would occur 

and sought to compensate for that by negotiating 

reinvestment agreements with provinces such that 

there would be no net savings to provinces or loss of 

funds in the post-secondary education sector. We 

shall return to this in the next section of this paper.

The second qualification is concerned with the 

remaining 16 transfer programs that do not have 

anti-displacement provisions. With a few exceptions, 

it is not necessarily the case that there is displace-

ment in these programs either in an absolute or even 

a relative sense, despite there being no anti-displace-

ment provisions. One exception involves the 2004 

Canada Health Transfer, where, as noted above, there 

was a conscious federal policy decision for Ottawa to 

pay a higher share of PT health care costs. This may 

also be true in the case of the Canada Foundation for 

Innovation. In some cases, we are confident that 

there has been displacement, such as the National 

Child Benefit, but in others this is at least a moot 

point. One reason that PTs may not displace their 

“own source” spending with federal dollars is that  

the federal and PT governments may hold the same 

view about the importance of public spending for a 

specific purpose. Thus, when Ottawa intervenes, it 

may only be after protracted FPT dialogue about  

the need to increase public expenditures for that 

designated purpose. All we can say about this group 

of arrangements is that the federal program specifi-

cations and related FPT agreements do not preclude 

displacement.

The penultimate point discussed here has to do 

with whether there is evidence of a trend either toward 

a more stringent or less stringent attitude on the part 

of the Government of Canada toward displacement 

over the period being assessed. In the first two to three 

years following the 1995 federal budget, relations 

with the PTs on fiscal transfers were very tense. 

Although the fear of displacement at the federal level 

was a factor that slowed progress in what eventually 

became the National Child Benefit, as already 

observed, the actual arrangement deals better with 

displacement at the rhetorical level than at the practi-

cal level.25 From an accountability perspective, the 

post-1995 full-transfer labour market development 

agreements with the provinces focused almost entirely 

on outputs with no regard for the issue of displacement. 

The 1997 federal legislation that authorized the Canada 

Foundation for Innovation did not give attention to 

the idea of displacement, and the 1998 legislation 

that enacted the Foundation was similarly silent on 

the issue. We can thus say that between 1995 and the 

end of the 1990s, at the sector and program level the 

Liberal government in Ottawa was not taking an 

aggressive stance on displacement.

By 2005–06, during the last couple of years of 

Liberal government, there appears to have been a shift 

in policy. First, the bilateral labour market partnership 

agreements and child care agreements that were 

negotiated or in the process of being negotiated at 

that time contained explicit anti-displacement provi-

sions. The transit and gas tax agreements were also 

reached in 2005 and 2006 and they too had strong 

anti-displacement clauses. In other words, four of the 

six transfer programs that had anti-displacement 

provisions were negotiated toward the very end of 

the era of Liberal government. A question that thus 

arises is whether we can say that there was by then a 

trend toward anti-displacement provisions and, if so, 

what accounted for it, especially if we keep in mind 

that the federal government made huge transfers to 

the PTs, mainly for health care, in 1993 and 1994 and 

that these huge transfers were intended to raise Ottawa’s 

share of spending for health care. That is, in the health 

care area, the Government of Canada was consciously 

intending to encourage relative displacement by PTs. 

One possibility is that by the mid-2000s, the federal 

government was indeed probably drifting toward a 

position in its transfer programs that was more strin-

gent on displacement. The word “drifting” is chosen 

consciously, because no evidence has come to our 

attention that suggests that there was a centrally led 

horizontal strategy in Ottawa that systematically was 

attempting to include anti-displacement provisions 

in new or revised federal transfer programs. But on a 

case-by-case basis, the information in Table 1 suggests 

that the Liberals were beginning to attach more 

weight to this idea. 

25. For the record, I believe this is a good arrangement. It just is not as good as it would be if it had more effective anti-displacement provisions.
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If this is the case, what might account for it? For 

one thing, as noted earlier, the external environment 

was different in the mid-2000s than it was in 1996 or 

1997. The federal government was tight for cash in 

these latter years. The Quebec sovereignty file was 

also very sensitive. The focus on outcomes and 

outputs was still a new and relatively trendy idea at 

that time. But by the mid-2000s, the federal govern-

ment was awash in cash. The Quebec sovereignty file 

was less sensitive. And the practical difficulties of 

holding PTs accountable via outcome and output 

measures alone, however intellectually attractive, 

were becoming clearer. Moreover, the seeming in-

ability of PTs to deliver improvements in health  

care services despite the huge increases in federal 

transfers in 2003 and 2004 made Ottawa all the more 

determined to secure better returns on the money it 

was transferring. Indeed, retrospectively, and however 

futilely, the federal government’s insistence on 

earmarking large chunks of the health care cash 

increases it transferred to PTs in 2003 and 2004 can 

perhaps be interpreted as evidence that the federal 

ministers were less and less content with a focus on out-

comes and outputs only.26 Since outputs and outcomes 

might take years to measure accurately, the federal 

government became increasingly concerned to be seen 

to be doing something about things that are visible, 

like increasing the amount of diagnostic and medical 

equipment in provincial systems and facilitating 

primary care reform in ways that would better meet 

the needs of patients. 

There are other political party-related reasons that 

tend to support this argument. For example, there 

was always a segment of the federal Liberals that had 

regretted the devolution agreements on labour 

markets. By the mid-2000s their voice was stronger, 

probably because the federal Liberals were drawing 

much of their strength from Ontario and federal 

Liberals from Ontario have traditionally looked more 

favourably on the idea of a strong federal government 

than their Liberal colleagues from other provinces. 

This viewpoint may have been strengthened by the 

animosity that prevailed between the federal Liberals 

and the Ontario Progressive Conservatives during the 

Harris years. But the main concern, as noted just above, 

was that health care was a bottomless pit and that 

Ottawa risked squandering all the advantages that had 

come from fixing the finances of the federal govern-

ment by continuing to shovel money down that  

very deep hole.27 In thisperspective, the earmarking  

of health care money can be seen as a first step by the 

federal government toward making sure that federal 

money went to federal priorities.

In short, the suggestion here is that although 

earmarking and anti-displacement provisions are 

technically quite different, they are both possible 

instruments for providing the Government of Canada 

with more certainty that federal specific-purpose 

transfers are used for their intended purposes. And  

in this sense, a small elaboration on the history of  

the major transfers during the 1996–2007 period is 

instructive. 

Recall that in the 1995 federal budget, finance 

minister Martin combined the four original major 

transfers, for hospital insurance, medical care, social 

assistance/services and post-secondary education, 

into one huge multi-purpose transfer. Recall also that 

he tried to sell the transfer cuts that accompanied 

that decision on the basis that it would enhance  

PT flexibility. PTs would find it easier to innovate. 

Cost-sharing was no longer appropriate. It is also 

noteworthy that there was no earmarking within the 

multi-purpose transfer CHST. As noted earlier, there 

was a brief period in the aftermath of the 1995 federal 

budget when Ottawa was indeed minimizing its use 

of federal spending power in provincial jurisdictions. 

But within a couple of years, as its finances improved, 

it had begun using its direct power—for example, as 

referred to above, via the Canada Foundation for 

Innovation, the Canada Millennium Scholarship 

Foundation and the National Child Benefit. These were 

substantive and important policy innovations with 

significant dollars attached to them. But the really big 

federal dollars were attached to the CHST. And by the 

early 2000s, with public confidence in medicare 

declining and the PTs blaming Ottawa for the problem 

26. Earmarking is a form of input accountability.

27. In simple terms, the concern was that additional money for health care was ending up in the pockets of existing health care professionals and  
not increasing the resources on the ground. It was also a short-term fix that enabled PTs to get by for another year rather than embarking on the 
very tough business of systemic reform. This concern probably underestimated the extent of PT reforms but nonetheless had more than a little 
truth to it.
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because of federal cutbacks, the federal government 

increasingly accepted that it would have to pony up 

large increments for the CHST.

Ottawa was also increasingly concerned about the 

substantive and political benefits of the growing so-

called “investments” they would have to make in that 

huge transfer. Apart from serving as the tool to ensure 

PT enforcement of Canada Health Act principles, the 

federal government had no control or even influence 

over where the dollars went, even though trends in 

PT spending meant that in some loose sense they 

might be seen to be going toward health care. 

Moreover, it appeared to the federal authorities that 

the public was beginning to lose confidence in the 

future effectiveness of publicly insured health care, 

as wait lists seemed to grow and emergency rooms 

overflowed. In addition, PTs were not seen to be 

giving enough attention to other federal priorities 

like early childhood development and child care. The 

Liberals had made the latter a priority in their 1993 

election platform but had not been able to deliver in 

concert with PTs.

Accordingly, when the federal government was 

ready to begin restoring the cuts to the PT transfers it 

had imposed with the 1995 budget, its attitude toward 

the benefits of provincial flexibility had changed. It 

wanted to see its priorities somehow reflected in the 

new FPT funding agreements. The details of the 2000, 

2003 and 2004 FPT health care and social policy 

arrangements are not crucial here. What is relevant is 

that by the time the 2004 FPT deal was done, federal 

policy toward FPT major specific-purpose transfers 

had been significantly changed, in that it was in-

creasingly attempting to direct how the PTs were to 

use the incremental transfers with specific references 

to such diverse items as early childhood development, 

early learning, child care, medical and diagnostic equip-

ment, primary care reform, home care, catastrophic 

drug coverage, Canada Health Infoway, wait time 

reductions and so on. For each of these purposes, 

there were earmarked dollars in the CHST and after 

2003 in the CHT and CST or in new separate trans-

fers. There were also agreements on much enhanced 

reporting by all governments with, importantly, the 

federal government investing heavily in the creation 

of the Canadian Institute for Health Information. 

Although for all practical purposes the transferred 

dollars were fungible in PT accounts, a federal objective 

in these agreements was to create pressure on PTs to 

reform their health programs effectively. Whether 

they had the desired impact is not the issue here. 

Rather, this focus on earmarking is evidence that the 

federal government was trying to use its spending 

power in a way that gave it more control over the dollars 

it was transferring. Put simply, over the 1996–2006 

period, there was a trend for Ottawa to attempt to exert 

more control over the way in which PTs used transfer 

payments. 

In summary, the suggestion here is that the 

evidence supporting the idea that there was a trend 

toward a tougher stance on displacement by the end 

of the period of Liberal governments is supported by 

the trend away from flexibility and toward earmarking 

in the major transfers. The relevance of this, of course, 

for the purposes of this paper is that the Foundation’s 

Act was enacted in 1998, before this trend emerged. 

Had it been enacted toward the end of the Liberal 

era, it might well have included some anti-displace-

ment provisions.

Whether the Conservative government of Stephen 

Harper picks up on this trend or not remains to be 

seen. As already noted, it has scrapped some of the 

Liberal deals with the PTs but for reasons mainly 

unrelated to the issue of displacement. On the other 

hand, it has endorsed the 2004 FPT funding agreement 

on health care without touching any of its earmarking 

provisions. And its “new and strengthened” CST, 

announced in the 2007 budget, also preserves the 

earmarking for early learning, child care and early 

childhood development. 

The final matter that is considered here is whether 

we can find a pattern among sectors in the federal 

government’s approach to displacement. And the 

answer is that if there is a pattern it is not obvious. 

The four agreements in 2005 and 2006 that included 

anti-displacement provisions included infrastructure, 

child care and labour markets. Education is always 

sensitive, as reflected in the fact that targeting within 

the Canada Social Transfer does not include anything 

relative to post-secondary education. But the federal 

Liberals, for reasons certainly in part related to the 

lack of political credit noted above, got around this by 
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making transfers to persons and institutions, as reflected 

not only in the Canada Millennium Scholarship 

Foundation but also the Canada Foundation for 

Innovation Fund, the Canada Research Chairs and the 

large increases to the research granting councils. They 

thus were to some degree able to target their fiscal 

commitments to that sector without negotiating with 

PTs. On the whole then, it is difficult to find a pattern 

on a sector basis.
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It was noted at the outset that this paper was prompted 

by criticisms that the Foundation had enabled the PTs 

to cut back on their own commitments to student 

aid. The object was thus in part to provide some basis 

for judging how the Foundation program compares 

to other federal transfer programs on this score.

In Table 1 above a summary assessment of the 

Foundation from the viewpoint of displacement was 

provided. The purpose here is to elaborate on this 

summary and to provide some broad sense of how 

the Foundation compares to the other programs 

listed above. 

The analysis begins with what we know about  

the way in which the Foundation treats the issue of 

displacement. First, it bears repeating that the objects 

and purposes of the program, as set out in Section 5(1) 

of the 1998 Budget Implementation Act, are to “to 

grant scholarships to students who are in financial 

need and who demonstrate merit, in order to improve 

access to post-secondary education so that Canadians 

can acquire the knowledge and skills needed to 

participate in a changing economy and society.” The 

Act does not ignore the role of the PTs in student aid. 

To the contrary, Section 28 expressly admonishes the 

Foundation to “grant scholarships in a manner that 

complements existing provincial student financial 

assistance programs and that avoids duplication with 

the processes of those programs, to the extent that it is 

possible to do so.” Furthermore, Section 29 authorizes 

the Foundation, “if it is satisfied that it is consistent 

with its objects and purposes to do so…, to enter into 

an agreement with a provincial minister respecting 

(a) criteria for the determination of financial need 

and merit; and (b) the provision to the Foundation of 

names of residents of the province who are deter-

mined under those criteria to be qualified to receive 

a scholarship from the Foundation and any supporting 

information that the Foundation considers appro-

priate.” But it does not instruct the Foundation to enter 

into such agreements only if its bursary payments in 

any province or territory are incremental. 

Nonetheless, the public record makes evident that 

the question of incrementality was a concern even 

before Bill C-36, the 1998 Budget Implementation 

Act, was enacted. The Act received Royal Assent on 

June 18, 1998. While the Bill was still before Parliament, 

the federal government had entered into negotiation 

with the Quebec government with a view to securing 

a commitment from the Quebec authorities that the 

new federal dollars for student aid would not simply 

displace Quebec funding. This was acknowledged 

publicly by the Government of Canada on May 13, 

1998, when the initial negotiations with the 

Government of Quebec collapsed. At that time, the 

Government of Canada issued an ambiguous public 

statement that appeared to acknowledge not only 

that some displacement could occur, with the Quebec 

authorities reinvesting their “savings” elsewhere, but 

that it was fully within the right of Quebec to do so.28  

Part of its statement read as follows: “The scholarships 

could enable the Government of Quebec to reinvest 

the sums of money thereby saved in funding post-

secondary education. Neither the Government of 

Canada nor the Millennium Scholarship Foundation 

will decide how the Government of Quebec should 

reinvest the savings it might realize.”

In any case, in 1998 and early 1999 the Foundation’s 

legislation was passed, all the members and directors 

were appointed as per the legislation and an execu-

tive director was also appointed. According to the 

Foundation’s website, the executive director began 

negotiations with provincial and territorial govern-

ments in February 1999, and by the end of that year  

it had struck deals with all the PTs to utilize their 

The Canada Millennium 
Scholarship Foundation

Part V

28. Institute of Intergovernmental Relations, Evaluation of the Foundation’s Performance: 1998–2002, p. 30, Canada Millennium Scholarship Foundation 
(www.millenniumscholarships.ca/images/Reports/evaluation_en.pdf).
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expertise for the delivery of the millennium bursaries. 

The Foundation’s officials took the view early on that 

a part of their task was to minimize any possible 

displacement, and when they were negotiating their 

administrative arrangements with the PT student aid 

officials, they also negotiated side letters that dealt with 

displacement. According to a statutorily mandated 

evaluation of the Foundation published in 2003, in 

these side deals with the PTs “the Foundation has 

more than met the modest standard set by the 

Government of Canada in securing reinvestments.” 

The Foundation staff also took the view at the time of 

that evaluation that it had secured PT agreement that 

any PT savings would be reinvested for the benefit of 

students, and it was clearly monitoring PT spending 

behaviour. At the same time, the formal evaluation 

noted that the Foundation’s administrative arrange-

ments with the PTs were legally binding, whereas the 

side letters on displacement lacked legal force. 

Fast forwarding to the last year or so, it remains 

the case that the Foundation continues to give signifi-

cant attention to the issue of displacement. Whatever 

the effectiveness of that attention (more on that 

below), the mere fact that displacement is an import-

ant issue on the Foundation’s radar screen separates 

it from many of the other 22 transfer programs assessed 

in Table 1. From our analysis of these programs, based 

almost exclusively on public sources, more often than 

not displacement is not on their radar screens or, if it 

is, it is not a significant part of the public record. We 

repeat in passing that this absence of attention to 

displacement is not necessarily a deficiency in these 

other programs. Each transfer program has its rationale 

and accountability framework. Since the issue of 

displacement is our concern here, however, it is 

important to recognize that many transfer programs 

do not have this focus. 

Comparing the Foundation to the other four direct 

transfer programs in regard to displacement is worth-

while. Three are cost-sharing arrangements: the 

Canada Student Loans Program (CSLP), the Canada 

Foundation for Innovation (CFI) and the Affordable 

Housing Agreements (AHA). The federal share of these 

three programs is 60, 40 and 50 percent, respectively. 

In the CSLP case, there is nothing legally obliging 

the PTs to pay their 40 percent. The PTs, however, 

assess student need knowing the maximum amounts 

the federal government will pay in total and per 

student. Once a student is assessed, it would be diffi-

cult politically for a PT to inform a student that she or 

he has been assessed as qualifying for X dollars and 

that the federal government will pay for 60 percent of 

that amount but the PT has decided to pay less than 

40 percent. Nonetheless, the CSLP website does not 

appear to pay any attention to the possibility of 

displacement occurring. Perhaps this is simply 

because the 60-40 sharing formula is deeply 

entrenched and the federal CSLP authorities are 

confident that their administrative arrangements 

effectively preclude the possibility of much displace-

ment occurring. Indeed, in some PTs the argument 

would likely be that the PTs are paying for more than 

40 percent, because they cover more than 40 percent 

of expenses for certain categories of students.29

With respect to the CFI, many applications for 

research infrastructure funding arrive with the project 

sponsors having lined up, even if informally, the  

60 percent they need from non-federal sources 

(typically 40 percent from the province). Thus, the 

CFI sees itself as leveraging non-federal funds to a 

federal purpose. Of course, from a provincial view-

point, provinces also see themselves as leveraging 

federal dollars. In any case, when the federal govern-

ment brought the idea of a CFI forward in its 1997 

budget, it was effectively acknowledging that Ottawa 

had not previously been paying sufficient attention 

to research infrastructure. (The argument sometimes 

made was that Ottawa was funding the research but 

not the infrastructure to support it, thus in a sense 

forcing PTs to put more into research infrastructure 

than they otherwise might have done.) The CFI 

initiative thus created the theoretical possibility of 

federal transfers displacing provincial financial 

support. But the 1997 federal budget documents give 

no suggestion that this was a federal concern, and 

the authorizing legislation similarly ignores this 

possibility.30 Nor does the CFI website seem to pay 

attention to aggregate trends in provincial research 

infrastructure spending, probably because it is project 

focused. At the very least, therefore, it is highly likely that 

there has been relative displacement. Indeed, implicitly, 

this was probably a federal government objective—that 

29. This analysis is partly based on interviews with federal and provincial student loan officials. 

30. www.fin.gc.ca/budget97/innov/innov2e.html.
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is, that there should be a substantial increase in funding 

for research infrastructure, with Ottawa paying a rela-

tively bigger share of the growing total.

The FPT affordable housing agreements that were 

negotiated in the early 2000s were within a multi-

lateral framework agreed to in November 2001.31 The 

federal contribution included a dollar ceiling on its 

total contribution and a maximum federal contribu-

tion per qualifying housing unit. Within that context, 

the arrangement was that Ottawa would pay for half 

of a qualifying project, with the other partners putting 

up the remaining half of the costs. However, the 

federal government did not require that the provincial 

or territorial contributions for qualifying projects be 

incremental. And there were subsequently criticisms 

that this relatively loose framework resulted in signifi-

cant displacement of provincial outlays for affordable 

housing. 

Finally, with respect to the National Child Benefit, 

while PTs report annually on what they are achieving 

in their programs for children, they do not report in  

a manner that links their spending activities to any 

savings that they may enjoy as a result of the increases 

in the Government of Canada’s supplementary 

payments to low-income families with children. There 

is no public record that we are aware of which shows, 

for example, PTs entering into side deals with Ottawa 

that are analogous to the side deals that the 

Foundation negotiated.

Returning to the Foundation, from recent corres-

pondence, it appears that it continues to work with 

PT student aid officials to improve program design 

and delivery for students and that this includes 

efforts to ensure that Foundation spending does not 

displace PT spending. Indeed, the Foundation has 

collected data on provincial spending to monitor 

reinvestment and concluded that reinvestment has 

occurred as promised. While we cannot say whether 

or not that spending would have occurred anyway, 

according to Foundation sources, “the Foundation 

has been aware when provinces have taken steps to 

back away from reinvestment commitments—this 

has occurred three times—and each time re-engaged 

the provinces in discussions that led to renewed 

investments (in one case this took longer than anyone 

would have liked, but nonetheless occurred).”32 This 

suggests that the Foundation’s arrangements with the 

PTs can be effective, even if they are not legally binding. 

Reviewing the Foundation’s relations with PT 

student aid officials, a senior Foundation official 

wrote recently33: 

  The Foundation is actually slowly improving 

the integration of its programs with provincial 

ones. In B.C., Manitoba and Ontario (access 

bursary), we have what we call joint programs 

in which the province and the Foundation 

each put funds into a single co-funded 

program. Some of the students who benefit 

from the program end up on the millennium 

list and become our recipients, and the rest 

receive funds from the province, but the 

students receive the same treatment regard-

less of which list they are on and otherwise 

experience the program as a single program, 

not as two different ones.

In essence, the Foundation seems to be evolving 

toward a matching grant type of arrangement with 

some PTs that would have the incidental effect of 

minimizing displacement. 

In comparison to other direct transfer programs, 

the Foundation has given substantially more priority 

to managing displacement than the other four 

programs in our sample. The displacement provisions 

it has negotiated require ongoing interaction with PT 

partners—an interaction that appears to be effective 

despite the lack of legal teeth. The lack of legal 

enforcement mechanisms applies also to the other 

direct transfer programs. There is nothing in federal 

legislation that would enable the Government of 

Canada to recover transfers it or the CFI or the 

Canada Millennium Scholarship Foundation has 

made to persons or institutions on the grounds that 

individual PTs have reduced their aggregate expendi-

tures for the specific purposes for which Ottawa is 

transferring funds. 

Comparing the Foundation to the Gas Tax Transfer 

or the Public Transit Fund, the conclusions are differ-

ent. The anti-displacement efforts of the Foundation 

are legally weaker than the provisions of these two 

Pa R T  v.   T H E  C a n a Da  M i L L E n n i u M  S C H o La R S H i P  F o u n DaT i o n

31. www.scics.gc.ca/cinfo01/83073904_e.html.

32. Correspondence from a senior executive of the Foundation.

33. E-mail from Foundation executive to author.
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programs. In these two cases, there are PT expenditure 

baselines and appropriate audit provisions to monitor 

compliance with those baselines. If PTs drop below 

the baselines, the amount of the federal contribution 

also drops. The Foundation does not have those 

types of tough legislative provisions to work with, 

despite the priority the Foundation attaches to 

displacement. Indeed, it is the lack of such legislative 

provisions that requires that the Foundation work so 

intensively with the PTs to minimize displacement. 
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The purpose of this paper has been to assess the 

Foundation displacement question within a wider 

intergovernmental framework. Several questions were 

posed at the outset. During the years following the 1995 

federal budget (1996–2007), how common was it for 

the federal government to insert “no displacement” 

requirements into federal-provincial-territorial (FPT) 

specific-purpose agreements? When the federal 

government did not do so, what was its intent? Has it 

been condoning displacement or has it been dealing 

with displacement through mechanisms other than 

explicit “no displacement” clauses? Is there a pattern 

or trend with respect to the federal government’s 

approach to displacement? And how and where does 

the Foundation fit into this discussion? 

Regarding the first question, based on our sample, 

it has been shown that until 2004–2006, it was uncom-

mon for the Government of Canada to include explicit 

“no displacement” provisions in its transfer programs 

or related intergovernmental agreements. Indeed, we 

could find no examples in the intergovernmental 

transfers. The two cases we found included the 2000 

Early Childhood Agreements, where we speculated 

that indirect pressures from the accountability pro-

visions in conjunction with a weak explicit provision 

may have constituted an anti-displacement provision, 

and the Foundation. We also assessed the Canada 

Student Loans Program as “ambiguous but probably 

effective” in terms of preventing displacement. If  

the CSLP is included, then there were three cases out 

of 17 up to 2004 (see dates in Table 1) that had such 

provisions. 

The second question that was raised had to do 

with interpreting the federal government’s intentions 

when there were no anti-displacement provisions in 

federal transfer programs. In a few cases, the evidence 

shows that the federal government was actually aiming 

for its transfers to lead to relative displacement. But in 

most cases, the lack of reference to displacement 

reflected a combination of PT bargaining power and 

federal focus on other priorities such as output and/or 

outcome accountability arrangements. The fact that 

such accountability arrangements are, practically 

speaking, a difficult exercise that can take many years 

to bear fruit meant also that they did not bite indirectly 

on the displacement issue.

The above analysis suggests also that there was a 

trend in the federal government’s approach to transfer 

programs. In the early years of the 1996–2007 period, 

Ottawa attached relatively little weight to displace-

ment. But as time passed, it increasingly attempted 

to influence PT use of federal funds. This is reflected 

in the four FPT program areas where the Govern-

ment of Canada inserted or was in the process of  

inserting explicit anti-displacement provisions into 

FPT agreements toward the end of the years of Liberal 

government. The trend toward earmarking within the 

major transfer programs is indirect supporting 

evidence that there was indeed a trend toward a 

tougher approach to displacement. 

Finally, with regard to the Foundation, it bears 

repeating that it was created early in the period under 

review, when the federal government was less forceful 

on displacement issues. Compared to the other four 

direct transfer programs, it stacks up well from an 

anti-displacement perspective. Compared to the two 

infrastructure programs introduced in 2005, it stacks 

up less well. Compared to the 22 other programs in 

our whole sample, it is well above average. 

Conclusions
Part VI
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Agreement Area  Date General Purpose

Canada-Saskatchewan  
Agri-Food Innovation  
Agreement

Agriculture 1995 To address the need for research, development  
and innovation in Saskatchewan agriculture and  
to support Saskatchewan’s commitment to meet 
Canada’s targets in agri-food exports.

FPT Framework Agreement  
of Agricultural and Agri-Food 
Policy for the 21st Century 

Agriculture June 29, 2001 To create an action plan for an agricultural policy 
framework composed of five elements: business risk 
management, environment, food safety and quality, 
science and innovation, renewal and international. 

Federal-Provincial  
Farm Assistance Act

Agriculture 2001 Grants permission to the minister to enter into  
agreements with the Government of Canada for  
sharing the costs of programs related to farm or  
other land use, including crop insurance, farm  
credit, rural development projects, etc.

Youth Justice Renewal Children  
and Youth

April 1999 To establish a fair and effective youth justice system  
that can earn the respect of Canadians through 
(among other things) promoting proportionate  
and meaningful responses that foster offender 
rehabilitation.

Agreement for Early  
Childhood Development

Children  
and Youth

September 2000 To provide funding to help provincial and territorial 
governments improve and expand early childhood 
development programs and services.

Early Learning and  
Child Care Agreements

Children  
and Youth

2005 To transfer funding to the provinces to develop  
and enhance regulated early learning and child  
care systems.

National Child Benefit Children  
and Youth

1998 To provide funding to help prevent and reduce the 
depth of child poverty and support parents as they 
move into the labour market.

Canada Sport Policy Culture April 2002 To improve the sport experience of all Canadians  
by helping to ensure the harmonious and effective 
functioning and transparency of their sport system.

Minority Language  
Education and Second 
Language Instruction 
Agreements

Culture 2005 To provide members of the French or English 
minority-language community with the opportunity 
to be educated in their own language, including 
cultural enrichment through exposure to their  
own culture.

Entrepreneurs with  
Disabilities Program—  
Western Canada

Disability March 1997 To make it easier for entrepreneurs with disabilities  
to pursue their business goals and to contribute to 
economic growth within their rural communities.

Labour Market Agreements for 
Persons with Disabilities

Disability See above To provide funding for provincial programs  
and services aimed at increasing employment 
opportunities available to disabled individuals. 

Federal Transfer  
Programs Scrutinized 
(Listed by Subject Matter)

Appendix
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Opportunities Fund for 
Persons with Disabilities

Disability April 1997 To assist persons with disabilities to prepare for, 
obtain and keep employment or self-employment.

Canada Business Service 
Centre Initiative Funding 
Agreement with B.C.

Economic 
Development

2002 To provide funding assistance to the Canada/ 
BC Business Services Society to provide single-
window access to government information for  
small businesses and promote development of 
entrepreneurship within B.C.

Rural Development Economic 
Development

April 2003 To better understand the issues and concerns  
of rural Canadians and to encourage federal 
departments and agencies to make adjustments  
to their policies, programs and services to reflect  
the unique needs of rural communities.

Urban Development  
Agreements

Economic 
Development

1981-2005 To collaborate on broad issues such as inner-city 
revitalization, strengthened innovation or sustained 
economic development and to coordinate action 
among governments and result in the seamless 
delivery of programs and services.

COA: Harmful  
Pollutants Annex

Environment See above To eliminate persistent bioaccumulative toxic 
substances and other harmful pollutants. Results 
based; no dollar figure set.

Dioxin and Furan Emissions 
from Incineration and Coastal 
Pulp and Paper Boilers

Environment May 1, 2001 Commitment to numeric reduction in dioxin and 
furan emissions and pollution prevention. 

Environmental Performance 
Agreement (EPA) with the 
Refractory Ceramic Fibre 
(RCF) Industry

Environment October 23, 2006 To establish a maximum allowable fenceline 
concentration for RCFs in ambient air and establish 
monitoring and reporting requirements for RCF 
emissions.

Canada-Alberta Agreement  
on Emission Inventory 
Cooperation

Environment January 20, 2006 Creation of a reporting system to collect and manage 
emissions inventory data reported by owners or 
operators of facilities in Alberta.

Canada-Wide Standard  
(CWS) on Mercury for  
Dental Amalgam Waste

Environment 2003 Commitment for 95% national reduction by 2005. 
Canada provided support and signed MOU with  
CDA; provinces to implement and determine best 
practices for achieving goals.

Canada-Wide Standards  
for Particulate Matter (PM) 
and Ozone

Environment June 2000 Canada to establish national standard; provinces  
to implement; both to lobby for reduction in trans-
boundary pollution. Ultimate goal is reductions in 
particulate matter (PM) and ozone.

CWS for Benzene  
Phase 1 and 2

Environment September 2001 Phase 1: 30% reduction in benzene by end of 2000. 
Phase 2: further reductions from phase 1, ensure  
new facilities minimize benzene emissions.

Canada-Manitoba Agreement 
on Environment Assessment 
and Cooperation 

Environment March 5, 2007 To foster cooperation concerning the environmental 
assessment of project proposals.

Canada-Saskatchewan Admi-
nistrative Agreement for the 
Canadian Environmental 
Protection Act

Environment 1994 To establish a work-sharing arrangement for  
the cooperative administration of various inter-
governmental agreements. 

Canada-Alberta Admini-
strative Agreement for  
the Control of Deposits  
of Deleterious Substances 
under the Fisheries Act

Environment 1994 To establish terms for administration and co-
ordination of regulatory activities of Canada and 
Alberta in relation to the protection of fisheries. 

Agreement Area  Date General Purpose
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Memorandum of Understanding 
on Effective, Coordinated and 
Concurrent Environmental 
Assessment and Regulatory 
Processes for Offshore Petro-
leum Development Projects  
in Nova Scotia Accord Area

Environment 2003 To pursue effective, coordinated and concurrent 
discharge of regulatory and environmental 
assessment responsibilities.

Accord for the Prohibition of 
Bulk Water Removal From 
Drainage Basins

Environment November 30, 1999 To establish a Canada-wide approach for the 
protection of Canadian waters by prohibiting  
bulk removal of surface and ground water from 
major drainage basins. 

Canada-Wide Accord On 
Environmental Harmonization

Environment January 29, 1998 To achieve the highest level of environmental 
quality for all Canadians through governments 
working in partnership.

Canada-New Brunswick 
Water/Economy Agreement

Environment 1994 To help establish water-quality monitoring across 
New Brunswick. 

A Federal-Provincial Strategy 
for the Rebuilding of Atlantic 
Cod Stocks

Fisheries  
and Oceans

November 14, 2005 Federal and provincial action strategies for the 
rebuilding of Atlantic cod stocks.

Canada-British Columbia  
Fish Habitat Management 
Agreement

Fisheries  
and Oceans

January 31, 2007 To coordinate work activities to ensure protection of 
fish habitat; establish clear, harmonized guidelines 
and procedures; and pursue cooperative agree-
ments with local governments. 

Canada-Manitoba Memo-
randum of Understanding on 
Fish Habitat Management

Fisheries  
and Oceans

September 27, 2003 To facilitate a collaborative approach in increasing 
certainty, consistency, efficiency and effectiveness 
in the conservation, protection and enhancement 
of fish habitat in Manitoba.

Canada-Prince Edward  
Island Memorandum of 
Understanding on Fish  
Habitat Management

Fisheries  
and Oceans

September 26, 2002 To facilitate collaborative efforts in increasing 
certainty, consistency, efficiency and effectiveness 
in the conservation, protection and enhancement 
of fish habitat in PEI. 

Canadian Council  
of Forest Ministers  
Operating Framework

Forestry September 2004 To work co-operatively on forestry- related issues;  
5 working groups established in various areas.

Canadian Wildland Fire 
Strategy Declaration 

Forestry 2005 Commitment to 4 policies to ensure forest  
protection and fire prevention.

National Forest Strategy Forestry 2003 To ensure continued economic prosperity and 
sustainability of Canada’s forests via 8 objectives; 
Aboriginal inclusion emphasized. 

Federal Initiative to Address 
HIV/AIDS in Canada

Health January 2005 To strengthen domestic action on HIV/AIDS, build  
a co-ordinated Government of Canada approach 
and support global health responses to HIV/AIDS.

First Nations and Inuit Health 
Careers Program

Health 1984 To encourage Aboriginal youth to consider health 
and social service careers as a viable option.

Integrated Pan-Canadian 
Healthy Living Strategy

Health October 2005 To provide a conceptual framework for sustained 
action based on Healthy Living, improve overall 
health outcomes and reduce health disparities.

New Directions for Tobacco 
Control in Canada: A National 
Strategy

Health 1999 To keep youth from starting to smoke, help smokers  
to quit, ensure smoke-free environments and educate 
Canadians about the marketing approaches of the 
tobacco industry and the effects its products have 
on the health of Canadians in order that social 
attitudes are consistent with the hazardous, 
addictive nature of tobacco industry products.

Agreement Area  Date General Purpose

a P P E n D i x :  F E D E R a L  T R a n S F E R  P R o g R a M S  S C R u T i n i z E D  ( L i S T E D  B y  S u B j E C T  M aT T E R )
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Nursing Strategy for Canada Health October 2000 To describe strategic plans to achieve and maintain 
an adequate supply of nursing personnel who are 
appropriately educated, distributed throughout 
Canada and deployed to meet the needs of the 
Canadian population.

First Ministers’ Meeting 
Communiqué on Health

Health September 2000 To establish a vision, principles and action plan for 
health system renewal and accountability provisions.

Ten-Year Plan to Strengthen 
Health Care

Health September 2004 Renewal of health care in Canada; $41 billion over 
10 years added to Canada Health Transfer.

Reducing wait times  
and improving access

Health September 2004 Adding $5.5 billion to the CHT to reduce wait times 
and improve access.

Affordable Housing  
Agreements

Housing 2002 To provide funding for provinces and territories to 
address the problem of a lack of affordable housing.

National Homelessness 
Initiative

Housing December 1999 To develop new programs and enhance existing 
programs to address the homelessness crisis  
in Canada.

Residential Rehabilitation 
Assistance Program

Housing 1973 (major program 
changes in 1995)

To improve the housing conditions of low-income 
households, preserve the affordable housing stock 
and improve accessibility for low-income Canadians 
with disabilities.

Social Housing Agreements Housing 1997–2006 To transfer the management and administration  
of existing federal social housing programs to the 
provinces and territories, in return for the provision 
of fixed amounts of funding each year.

Immigration Agreements 
Comprehensive

Immigration 1991–indeterminate To outline responsibilities and mechanisms for 
Quebec’s involvement, provision of settlement 
services and full provincial powers of selection. 

Immigration Agreements 
Devolved Settlement Services 

Immigration BC: 2003–2009  
MB: 2004– 
indeterminate

To outline responsibilities and mechanisms for  
PT involvement, including funds for settlement 
services and a greater say in planning.

Immigration Agreements 
Memorandums of Under-
standing

Immigration 2002–2006 To coordinate on issues such as off-campus work 
permit programs for international students, post-
graduation employment for foreign students and 
private refugee sponsorship assistance programs. 

Immigration Agreements 
Provincial Nominee Programs

Immigration 1999–2006 To allow selection of a small number of immigrants 
to meet specific labour-market needs.

Immigration Agreements 
Statement of Mutual  
Understanding on  
Information-Sharing

Immigration 2003–2004 To put in place a formal mechanism for the exchange 
of information between CIC and provincial immi-
gration authorities.

Foreign Credential  
Recognition Program

Immigration 2003 To provide financial and strategic support  
to PT partners and stakeholders, to develop  
a pan-Canadian approach to assessing and  
recognizing foreign credentials within targeted 
occupations and sectors of the economy and  
to facilitate entry into, and mobility within,  
the Canadian labour market.

Border Infrastructure Fund Infrastructure August 9, 2002 $600 million investment for reducing border 
congestion and expanding infrastructure capacity.

Infrastructure Canada 
Program (Nova Scotia)

Infrastructure October 4, 2000 $65 million investment for improving urban  
and rural municipal infrastructure in Canada  
and Nova Scotia.

Municipal Rural Infrastructure 
Fund (Alberta)

Infrastructure March 21, 2006 $88 million cost-sharing program to aid in the 
development of rural infrastructure.

Agreement Area  Date General Purpose



��

Canada-Ontario Municipal 
Rural Infrastructure Fund 
Agreement

Infrastructure November 15, 2004 $298 million cost-sharing program to aid in the 
development of rural infrastructure.

Canada-Manitoba Infra-
structure Program Agreement

Infrastructure October 11, 2000 $60 million investment for improving urban  
and rural municipal infrastructure in Canada  
and Nova Scotia.

Canada-Saskatchewan 
Agreement on the Transfer  
of Federal Gas Tax Revenues 
under the New Deal for  
Cities and Communities

Infrastructure August 23, 2005 $148 million investment in environmentally 
sustainable municipal infrastructure and  
municipal capacity building projects.

Canada-New Brunswick  
Agreement on the Transfer  
of Federal Gas Tax Revenues 
under the New Deal for  
Cities and Communities

Infrastructure November 24, 2005 $116 million investment in environmentally 
sustainable municipal infrastructure and  
municipal capacity building projects.

The Association of Muni-
cipalities of Ontario and the 
City of Toronto Agreement  
on Transfer of Federal Public 
Transit Funds

Infrastructure March 30, 2006 $155 million to support the environmental 
objectives of reducing GHG emissions and  
smog-forming air emissions through increased 
ridership and promoting modal shifts away  
from single-occupant vehicles within the region 
captured by the Transit Ridership Growth Plan.

Canada-Ontario Agreement 
Respecting the Great Lakes 
Basin Ecosystem

Infrastructure March 22, 2002 Broad framework commitment: establishes 
principles, develops annexes and sets up  
administrative apparatus.

Labour Market Development 
Agreements Co-Managed

Labour Market 2005 To assign responsibility and transfer funding  
for the design and delivery of labour market 
training programs.

Labour Market Development 
Agreements Devolved 

Labour Market 2005 To assign responsibility and transfer funding  
for the design and delivery of labour market 
training programs.

Labour Market  
Partnership  
Agreements

Labour Market 2005 To create a coherent and effective system of labour 
market policies and programs which are coordinated 
to help fully develop Canada’s human capital.

Older Workers Pilot  
Projects Initiative 

Labour Market June 1999 To develop pilot projects that will test innovative 
measures designed to reintegrate unemployed older 
workers into sustainable employment or maintain  
in employment older workers threatened with 
unemployment.

Arrangement between the 
Government of Canada and 
the Government of Nova Scotia 
on Offshore Revenues

Natural 
Resources

February 14, 2005 Canada will produce payments to provide 100% 
offset against reductions in Equalization payments 
resulting from offshore resource revenues. 

National  
Literacy  
Program

Post-Secondary 
Education

1987 To serve as a focal point for sharing information and 
expertise on literacy issues and act as a catalyst for 
literacy action, forging cooperative relationships with 
public and private sector partners and encouraging 
investment in literacy.

Canada Access  
Grants Program

Post-Secondary 
Education

March 2004 To provide non-repayable financial assistance to 
students from low-income families and students 
with permanent disabilities.

Canada Graduate  
Scholarships Program

Post-Secondary 
Education

February 2003 To help ensure a reliable supply of highly qualified 
personnel to meet the needs of Canada’s knowledge 
economy and to help renew faculty at Canadian 
universities.

Canada Research  
Chairs Program

Post-Secondary 
Education

2000 To establish 2,000 research professorships across 
the country by 2005 (extended to 2008).
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Canada Student  
Loans Program

Post-Secondary 
Education

1964; restructured 
in 1994; NL (2004), 
NB (2005), ON (2001) 
and SK (2001) have 
harmonized student 
loan programs  
with integration 
agreements.

To promote accessibility to PSE for students with 
demonstrated financial need. 

Canada-Quebec Final 
Agreement on Quebec  
Parental Insurance Plan

Post-Secondary 
Education

March 2005 To create a provincial plan and provide a financial 
mechanism whereby Canada reduces EI premiums 
of workers and employers in the province so that 
Quebec can collect premiums for its own program.

Canadian Education  
Savings Grant

Post-Secondary 
Education

1998 To provide additional assistance to parents saving 
for their children’s education through Registered 
Education Savings Plans.

Canada Millennium  
Scholarship Foundation

Post-Secondary 
Education

1998 To provide scholarships to post-secondary students 
facing financial difficulties and students with 
exceptional merit.

Canada Foundation  
for Innovation

Science and 
Technology

1997 To strengthen the capability of Canadian universities, 
colleges, research hospitals and other not-for-profit 
institutions to carry out world-class research and 
technology development.

National Framework  
on Aging

Seniors March 1998 To address the priorities of seniors and to assist 
policy makers in reviewing proposed policy changes.

Agreement Area  Date General Purpose




