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Introduction 

Canada was given independence in 1867, with the convergence of 4 provinces and forming a federal dominion. Canada being a primarily agricultural oriented country and a country which is mostly frozen for half the year had issues in the beginning to stand as an independent economy. After the enactment of the First National Policy, this raised trade barriers and gave rise to the Canadian subsidiaries of major US companies led to industrial development in the country. 
The economy grew, slowly and steadily Canada grew to be one of the most stable and developed economy of the modern world, thanks to the neighbouring economic powerhouse. The initial concept of this paper was to analyze the effect of the Government spending in the various industries in the economy. Canada being a developed economy, spending on stimulating economy by promoting business seemed less important than welfare and health care provisions in the country. 
The country’s budget expenditure in the recent years is mostly divided into three areas. They are as follows 

* Direct program expenses 
* Transfers 
* Public Debt Charges 
As of 2008 – 09, 45.3% of the expenditure comprised of transfers and 41.7% towards direct program expenses which were primarily government operating expenses, subsidiary expenses etc. A minimal 13% was towards debt charges. 
The scope of this paper is going to be towards the Transfers – Canadian Health transfer, Canadian Social transfer and Equalization funding to be more specific. The reason being these three transfer directly affect the Health care and Educational industries in the provinces of the Canadian economy. Also the equalization transfers provided by the federal government is used to standardize the public services provided in the provinces and also the quality of the programs implemented. 
The paper is a result of extensive secondary research of the various government websites and data banks available in various depths. The analysis is primarily based on these facts acquired from the above mentioned sources. Based on the analysis the report will put forth some conclusions based on these observations and probably come forth with certain recommendation for the Canadian government. 
The main objective of this academic work though is to come to a consensus on whether the government’s spending in the past years has been justified by the benefit of the society or the Canadian economy as a whole. The tools to assess the effect of these transfers are different for different areas, 
For education – it is the effect on overall GDP because of the educational industry & also the graduates churning out year on year will be analysed, 
In the case of health care - the number of physicians and nurses in the provinces are analysed over a period of 10 years to figure out a trend which may be positive or negative for the economy, 
In case of welfare a comparison over time of the number of people who are covered under social assistance is observed. 

Background 
Canada Health and Social Transfer (CHST) was a system of block transfer payments from the Canadian government to provincial governments to pay for health care, post-secondary education and welfare, in place from the 1996-97 fiscal year until the 2004-05 fiscal year. It was split into the Canada Health Transfer (CHT) and Canada Social Transfer (CST) effective April 1, 2004 (The Collections Canada) to provide greater accountability and transparency for federal health funding. 
The CHST was previously two separate entities prior to 1996, they were as follows 
* Established Programs Financing ( supported Health care and Post Secondary education) 
* Canada Assistance Plan ( supported Social assistance) 
The existence of the CHST was to consolidate the federal spending in these areas. Under the constitution the Health care and Education spending are under the jurisdiction of the provinces. The CHST was initially a conditional transfer, which meant that it has to satisfy some given standards set by the federal government by the Canada Health Act in 1984. Failing these standards usually led to reduced funding to those territories. 
The fund transfers in these areas are either cash transfers or tax transfers; tax transfers are more preferred because both the federal and the provincial government collect individual and corporate taxes. In these cases the federal government reduces their tax point which creates room for the local government to enhance its taxing so the citizen doesn’t get the impact of the change in taxation. 
The CHST, CHT and CST have invited criticism among public and local government leaders who proclaim that the CHST has in turn made the provinces dependent on the federal governments. The reason for this dependency is because the provincial government is the huge contributor to its welfare services as they do not generate enough money on their own to support the services and with differences in the cost of services in each provinces adds up to the cost of providing services to the citizens of the province. 
Apart from these transfers the federal government parts with the provinces with some cash transfers called Equalization Payments. These payments are given to provinces which are unconditional in nature and the local governments at liberty to utilize the funds at their own discretion. Generally these funds are utilized to build up infrastructure and to equalize the availability of the services common to all citizens at par with other provinces. These payments vary from province to province from time to time. These payments are Zero towards some of the provinces. Provinces like Ontario and Alberta are examples of such cases. 
The transfers to persons are allocated to individual persons as the name suggests who fall under the following categories (Dept of Finance Canada, 2010), 
* Elderly benefits consist of Old Age Security, Guaranteed Income Supplement and Allowance payments (formerly known as the Spousal Allowance). Total benefits were up $1.4 billion, or 4.5 per cent, in 2008–09, reflecting growth in the elderly population and changes in consumer prices, to which benefits are fully indexed. 
* EI benefits consist of regular benefits, special benefits (sickness, maternity, parental, adoption and fishing) and labour market adjustment benefits. Total benefits increased $2.0 billion, or 14.1 per cent, in 2008–09, reflecting higher unemployment as well as growth in the maximum weekly benefit, which is indexed to the growth in the average industrial wage. 
* Children's benefits, which consist of the base Canada Child Tax Benefit, the National Child Benefit Supplement, the Child Disability Benefit and the Universal Child Care Benefit, increased $7 million. 
All of the above mentioned benefits are government spending on the non productive work force of the economy. This is essential, though it does not directly affect the economy in a productive manner. The indirect effect might be in the form of buying power of the elderly and the disabled population. A detailed explanation will come in the analysis portion. 
Canada Health Act 
There is a high dependence on the Canadian Health Act (CHA), a brief description of CHA is as given below, this act is a major contributor to the existence of Medicare- Canadian health insurance policy (CIHI). 
The Canada Health Act (CHA) is a Canadian federal legislation, adopted in 1984, which specifies the conditions and criteria with which the provincial and territorial health insurance programs must conform in order to receive federal transfer payments under the Canada Health Transfer. These criteria require universal coverage (for all "insured persons") for all "medically necessary" hospital and physician services, without co-payments. 
CHA is widely associated with Health Care. In actual the Act is applicable to any Care. The perception previously was it restricts to the Physicians and the hospital conditions. But, recently with home and community care and services the definition is broadened. 
Analysis 
Diamond Model 

The analysis of the effects of the CHST in the economy can be done by the help of porters Diamond model. Though this model is not the recommended analysis tool to understand the effects of CHST, the effects can be detailed by the various subsections of the tool. 
Before we go into the analysis let us define the scope of the analysis, the CHST (CHS and CST) spending were primarily used in the Health care, Education and Social assistance areas. Therefore the pattern of allocation of funds and the implications in the form of medical institutions, educational institutions etc will be analysed. 
The factors under this analysis will be as follows 
Factor conditions 
Health care 
The health care providers are primarily government owned and are also run by government. There are private clinics which operate under the guidance and payroll of the government. The 2008 report given by the CIHI determines the number of physicians’ available province wise (CBC, 2006). 
The diagram below shows the rise in number of physicians, specialists and family doctor operating / active from 1978 to 2008. The similar graph for Registered nurses employed in the time period from 1980 – 2008 are given as below. The number is a steady rise and increasing in the country as a whole. 
But on detailed research on the trends in provinces, constant transfers of medical professionals or migration are prevalent in the rural areas. From 2001 – 2006 the general movement/mobility of medical professionals are more compared to the general population (CIHI, 2006). This movement is significant as the number of inward and outward population of workers in the rural areas are evened out, which increases the number of patients per doctor (due to constant decline in number of physicians). Though speciality doctor migration from the urban areas are seen to rise they don’t even out the effect of reduce in general physicians. 

(CIHI) 

(CIHI) 
Provinces like Alberta, Quebec, Ontario etc has been even in the dull period of migration rate has managed to attract medical workers from each other and neighbouring other provinces. 

Registered Nursing Workforce, Canada, 1980 to 2007 
(CIHI) 
Education 
The education system is a state run system of public education provided, funded and overseen by federal, provincial and the local governments. The post higher education is funded by the CHST as per the budget plan of 2008-09 (Canada Year Book Section Information Services Division Dominion Bureau of Statistics, 1956). 
The incentive provided as a part of the CHST is utilized to improve the infrastructures for education – Post secondary education in particular to be boosted. This move is welcomed as the Canadian economy desperately needs to move from a industry oriented economy to a knowledge based / education oriented economy. 
Government spending in the upbringing of universities and technical education institutions are very well justified in an attempt to move towards this knowledge based economy. The budget has also dedicated sufficient amount from its expense pool to kinder Research and development in the country. The graph below is an illustration of the rising trend of Universities and Higher education establishments in the country. Given the fact that the education is a state run business government can ensure Canadians are awarded the full benefit of these facilities. 
The higher importance is given to the higher education, since Canada being a developed country it is expected to have attained the primary and secondary schools, or atleast it is perceived to be so. The assumption is validated by the less interest shown towards in the primary and secondary schooling provided in Canada. 

As per the report by the Canadian council in June, 2008 referred to the Canada’s literacy rate as sub standard as compared to the world standards, Canadians aged 16 which accounts to over 15 million or 46 percent of the population is below internationally accepted standards (Canada.com, 2008). Over 48% of the adult population is believed to be possessing less than standard skills. 
Welfare 
Welfare in the country of Canada is the transfers or payments given to the elderly and the persons earning below the low income rate after tax (Dept of Finance Canada, 2010) 
* Elderly benefits consist of Old Age Security, Guaranteed Income Supplement and Allowance payments 
* EI benefits consist of regular benefits, special benefits (sickness, maternity, parental, adoption and fishing) and labour market adjustment benefits 
* Children's benefits, which consist of the base Canada Child Tax Benefit, the National Child Benefit Supplement, the Child Disability Benefit and the Universal Child Care Benefit 
* Social assistance to persons earning under the low income cut off after tax. 
Every other welfare transfer other than social assistance is directly given out by the federal government. The social assistance falls under the jurisdiction of the provincial government, the Canada Social transfer (after 2004) or the old CHST (The Collections Canada)consists of these allowances and they are revised every year and are given out based on the family size and number of persons employed. 
The updated list of the welfare allowances / social assistance allowances are given in the website (National Council of Welfare). The assistance allowance for a family of four with two kids is as given below. An in-depth data is given in the following link 
* http://www.hrsdc.gc.ca/eng/publications_resources/statistics/index.shtml 

Each of the provinces has provisions for receiving applications from deserving individuals and the allowances are provided based on the eligibility of the candidates. The application sites are as follows (National Council of Welfare) 
*  Alberta - http://alberta.ca/home/Province of Alberta. 
*  Manitoba - http://www.gov.mb.ca/ 
*  Yukon - http://www.gov.yk.ca/ 
*  Northwest Territories - http://www.gov.nt.ca/ 
*  Nunavut - http://www.gov.nu.ca/ 
*  British Columbia - http://www.gov.bc.ca/ 
*  New Brunswick - http://www.gnb.ca/ 
*  Newfoundland and Labrador - http://www.gov.nl.ca/ 
*  Nova Scotia - http://www.gov.ns.ca/ 
*  Ontario - http://www.ontario.ca/ 
*  Prince Edward Island - http://www.gov.pe.ca/ 
*  Quebec - http://www.gouv.qc.ca/ 
*  Saskatchewan - http://www.gov.sk.ca/ 
Demand Conditions 
Let us analyse the demand for the services or the number of population availing the service. The population of the Canadian economy is rising and so is the number of people below poverty line. The below graph shows the number of people falling in this category 

(Statistics Canada) 
The numbers of the population in actual and percentage value have dwindled over the years. This is a good sign which will encourage government transfers, in ways they are improving the standard of living of the population of Canada. 
These figures does not mean that more people are getting paid more and are driving cars around, it just illustrates that there are comparatively lesser and lesser number of people going to bed hungry. 
Though the numbers are dwindling they are sizeable in absolute terms. 
Health Care and Education 
Since health care and education are driven by provincial governments with the help of the federal government, the amount spent on these activities/services must increase along with the rise in population invariably. 
These services form the basic necessities for the common man/woman in Canada, therefore setting the quality and adhering to international norms for education and health care is the responsibility of the government. This means constant reviewing of its performance and iterative funding to the tune of the mass or number of people it has to cater. 
To have an idea of the volume or population of Canada, the following graph is an illustration. 

(World Bank, 2010) 
The population is currently standing at 33.31 million and has been rising at an average of 0.96% year on year since 1997 (World Bank, 2010). The concentration of population is another issue which is plaguing Canadian policy makers. The Canadian land mass is the second largest in the world and its population is currently ranked number 37th below countries like Iran, Sudan and Italy (Index Mundi, 2010). 
This makes it harder for the government policy makers in taking the government initiatives to every citizen in the country, as the comparably small population is scattered evenly throughout the 9976140 sq km area with population density of about 3.3 persons /sq km (Mongabay, 2008). A higher density might be seen around metropolitan cities like Toronto and Quebec but on the whole it is a very low number compared to other developed economies. 
Welfare 
The demand for welfare (social assistance) is declining over the years because of the rising standard of living. The graph above depicts the number of cases registered for and number of recipients of Social Assistance funds in the province of Newfound land and Labrador from 1996-2007. 
Most of the other provinces shows similar trend as shown above, marginal fall in the cases registered for income support and a comparably larger fall in the actual number of recipients. A possible explanation for this trend might be that the average family size has become smaller over the years. The reason for this assumption can be derived from the calculation of the recipients and cases; a case is registered for a family which will then have totally three or four recipients depending on the family size. 
Newfoundland and Labrador - Income Support 
Table 3-1: Number of Recipients and Cases 
as of March 31 1996 to 2007 | 
| 
(HRSDC) 
Related and Supporting Entities 
As we are analysing the trend of government spending on public welfare and health care programs supporting entities will ideally be educational institutions, Hospitals and welfare organizations. As we already know most or all of these institutions are either run or under the guidance of the government calling them supporting entities doesn’t make sense. Therefore for supporting entities we turn to trends in the consumers (in our case the common man of Canada both above and below poverty line), the way they spend in health care industry, for education and other aspects. 
The graphs below explains us the trend of consumer expenditure in two different areas Health expenditure and educational expenditure. Before analysing the trend we have to understand how an average citizen spends in Canada for health. 
For general visits and common sickness the wait time and the cost of the treatment is negligible and the patient can pay with their health card (issued by the government), but the drugs are completely at the individual expense. The treatment costs increase with the severity of the problem faced for eg a hip replacement surgery might take a longer wait time and the cost of surgery is very high which has to be borne by the patient. 

How does it help or support the CHST funding? 
The rise in expenditure in Education and health care boils down to two conclusions, 
* The population has become conscious about their health and their kids education. 
* The general price of goods in the economy is increasing may be due to say inflation. 
Of these two the author is inclined to assume the first conclusion because of the fact that in Canada Inflation is rates are kept under a tight leash and are controlled by its monetary policies. 
Hence, reverting to the conclusion that population has become more conscious on health and education justifies the purpose of the overall CHST funding. A similar supporting fact for the justification Welfare spending is hard to determine. But, nevertheless they are improving the community because the funds the low income persons get from the government are in turn spent within the economy for basic needs and services. This in turn serves the community by making these people economically active entities who contribute positively to the community. 
Structure and Rivalry 
The structure of the health care in Canada is divided primarily into 10 provincial governments who are key providers of health care, having the constitutional responsibility for planning, financing, and evaluating the provision of hospital care, negotiating salaries of health professionals and negotiating fees for physician services. The result is that each provincial insurance plan differs slightly – mostly in how far each extends public insurance coverage beyond medically necessary hospital and physician services (Kraker, 2002). 
Likewise the educational system in the country has 12 autonomous educational systems, one in each of the provinces and 2 territories. Individual systems have developed their own distinctive ways of regulating particular facets of their operation. While there are similarities in many areas of operation, each province has developed its own legislation dealing with a variety of operational areas, among them religious schools and schooling, compulsory attendance, school and school system organization and francophone education. 
Rivalry is to the bare minimum as there no other competing other than the government in this areas. The private players are again either at the payroll of the government or allowed to demand the price as set by the government. 

| 
Government 
The involvement of government is omnipresent in our case hence a look into the spending on a yearly basis from 1993 to 2008 are given in the tables below, 
CHST transfers in million 
(Dept Of Finance Canada) 
The above table shows the overall CHST spending and the one below shows the equalization amount which is transferred to the provinces by the federal government to maintain a standard delivery of public services across all the provinces. 
Note that in the above table a demarcation between the years 2004 – 2005 shows the historic breaking of CHST into Canada Health Transfer and Canada Social Transfer on April 1, 2004. The values thus shown are a sum of the two values after 2004. 
CHST transfers in million 
(Dept Of Finance Canada) 
In the Equalization table it is seen that transfer in some provinces are zero all throughout and some are reducing over time, some increasing etc. All the aforementioned trends are in direct correlation with performance of the local provincial economy. 
Nunavut initially shows a zero value for equalization because prior to 1999 its transfers were sent along with North Western Territories, hence the drastic reduction in the Equalization values after 1999 for NWT. 
Chance 
The factor chance refers to the various elements in the environment that cannot be controlled by anyone. In our case there were very minimal incidents that could affect the economy although towards the end of our time frame 2007-2008 the Great Moderation (recession of 2008) was starting to crop up. But the effect of the recession are not predominantly found in any of our trend analysis, therefore it is safe to say till 2007-08 the transfer payment trends were immune and so was the resulting public reaction. 
Other global events which fell in the same period and posed no threat to the trends were (i) the Y2K issue of 2000 and (ii) 9/11 terrorist attacks in the US. 
Canada did not face any major natural calamities like earthquake or a hurricane (in tune with hurricane Katrina), that could affect or disturb the local economy. 
An outbreak of the swine flu sent tremors through the local economies all over Canada, but swift reaction by the government in taking countermeasures for the flu like heavy public campaigns to educate citizens how to be safe from flu, rigorous monitoring helped in fast recovery from the sudden economic shock. 
Conclusions 

As a result of the CHST spending and proper utilization of these funds has seen some promising trends some of them are shown in the graphs below, the following graphs show the rising trend of economically active population and also the number of students going to full time higher education in Canada. 
These trends depicts the rise in the quality of life in Canada to a certain extend. Also the positive move towards population becoming more and more knowledge based society is a welcoming fact to the policy makers both at the centre and local governments. 

Another way to determine the performance of the education and health care industry in Canada is by analysing the contribution of the industry to the overall GDP of the Canadian economy. Both the graphs shows a positive rising picture (given below) 
Educational Services (NAICS 61) (GDP): 1999-2008 

Health Care and Social Assistance (NAICS 62) (GDP): 1999-2008 

(Industry Canada, 2009) 

Based on all the facts and primary research conducted among Canadian citizens the following observations are seen, 
* Education among the primary and secondary schools are sub standard (already mentioned in the pages before). Due to control of education standards left with provinces the quality of education delivered varies with different provinces. 
Based on a testimonial from a Canadian citizen when asked on the quality of education for his kids he said that the education “is not living up to expectations” and compared it to US education system describing that “US system is far better for the kid”. He also mentioned that “kids of grade 7 and grade 8 are attending the same class”. On further probing it was found out that the reason was shortage of teachers that led to this policy of shared class rooms. 
* Fluctuations in the Social transfer amounts, In analysis if CS Transfers in the past few years to provinces and comparing it with the living standards of provinces following graph is arrived at 

Table 1 
It is seen that North western territories have the better GDP per capita and presumably better standard of life, but the CST in that area is one of the lowest. Many reasons can be attributed to this 
(a) Due to higher standards of life the number of people under the poverty may be lesser. 
(b) There may be more people who are living in sub standard conditions but they couldn’t apply because they cannot qualify the criteria, in short the standard of a family in Alberta and NWT may be different for the same income. Whether the welfare department takes into account these differences and to what extent is not clear by the limited amount of information in hand. 
* The quality of service in hospitals are questionable, we arrive at this conclusion based on facts and theories below, 
(a) No competition in the market hence there is no incentive for providing more than expected and in times even expected level of service. 
(b) News reports state that conditions in hospital are leading to some diseases among patients. “Infection-control experts with the Vancouver Island Health Authority largely blamed inadequate housekeeping practices for the deadly 2008 outbreak of Clostridium difficile at Nanaimo Regional General Hospital.” From an article “Deadly outbreak linked to poor cleaning” (The Vancouver Sun, 2010). 
Recommendations 

Based on the research and analysis the author has come with the following recommendations, these recommendations are arrived at with the help of limited source of information available at hand. The following suggestions may be enriched with more information gained with extensive research on a micro & macro level of each province 
* Governments should direct its efforts to include the entire education system under its umbrella of CHST funding which will ensure adherence to common standards in all provinces. 
Issues pertaining to varying standard of education, varying rules in admission of students in religious schools and those of students from different religion and races will be consolidated. (The Canadian Encyclopedia) 
Once standards are consolidated the education system can be then improved to international standards. 
* Government must ensure superior quality of services in Hospitals of every province, This can be brought about in two ways, 
* Privatise the Health care sector and allow the autonomy of price setting to individual hospitals and operate government hospitals alongside these privatised hospitals, this ensures competition and quality of service becomes a factor on which hospitals will be competing on. 
* Carry forward with the current set up, but tighten the leash on quality, ensure regular and frequent checks on the quality of service. Enforce severe rules that penalises provinces, hospitals and individuals who compromise on these set service quality. 
* Social Assistance allowances of each province must be reviewed and an understanding is required to know the reason for un-explained fluctuations in the allowances paid in different provinces. 
A meaningful recommendation is not possible at this level of research in this aspect although it is an area to explore on and improvise on better application of hard earned tax payer’s money. 

Tables 

Table 1 
| | 2004-05 | 2005-06 | 2006-07 | | 2004-05 | 2005-06 | 2006-07 | 
Alber | | 1,517 | 1,593 | 1,683 | | 56400 | 49000 | 48100 | 
Brit Colum | 1,990 | 2,073 | 2,153 | | 149300 | 140500 | 138700 | 
Manitoba | | 554 | 572 | 589 | | 60900 | 59400 | 57700 | 
NB | | 356 | 366 | 375 | | 36600 | 36100 | 33800 | 
NFL | | 245 | 251 | 255 | | 48500 | 45400 | 43000 | 
Nova Scoti | 444 | 456 | 467 | | 52300 | 48600 | 45400 | 
NWT | | 20 | 21 | 21 | | 1937 | 1773 | 1817 | 
Nunavut | | 14 | 15 | 15 | | 13380 | 13562 | 14820 | 
Ont | | 5,875 | 6,113 | 6,336 | | 287800 | 296600 | 315700 | 
Pr Ed Islnd | 65 | 67 | 69 | | 6900 | 6400 | 5800 | 
Quebec | | 3,573 | 3,701 | 3,823 | | 518200 | 506500 | 499600 | 
Saskatchewan | 472 | 483 | 493 | | 48700 | 47100 | 45500 | 
Yukon | | 15 | 15 | 16 | | 1126 | 1067 | 936 | 
| | CST in millions | | Number of SA recipients | 
| | Source: Collections canada | | Source: HRSDC | | 
| | | | | | | | | 
| | | | | | | | | 
| | 2004-05 | 2005-06 | 2006-07 | | | | | 
| | 26897 | 32510 | 34990 | | 52,814 | | | 
| | 13329 | 14754 | 15523 | | 37,412 | | | 
| | 9097 | 9630 | 10208 | | 35,108 | | | 
| | 9727 | 10139 | 11095 | | 30,939 | | | 
| | 5052 | 5529 | 5930 | | 38,181 | | | 
| | 8489 | 9383 | 10286 | | 30,942 | | | 
| | 10325 | 11844 | 11558 | | 91,306 | | | 
| | 1046 | 1106 | 1012 | | 36,028 | | | 
| | 20413 | 20610 | 20070 | | 40,677 | | | 
| | 9420 | 10469 | 11897 | | 30,003 | | | 
| | 6895 | 7307 | 7652 | | 34,521 | | | 
| | 9692 | 10255 | 10835 | | 40,889 | | | 
| | 13321 | 14058 | 17094 | | 44,774 | | | 
| | CST per SA Recipient | | GDP per cp | | 
Source: HRSDC 

Table 2 

(HRSDC) 

(HRSDC) 
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