Canada Health Transfer — Transition to 2014

The federal government plans to move to an equal per capita allocation of the CHT in 2014 and Minister
Flaherty indicated that he wanted to consult with provinces about how to make a smooth transition.
The interest in changing the formula and consulting with provides an opportunity to institute a fairer
and more optimal allocation, one that more effectively utilizes federal health care dollars to address the
health care needs of Canadians.

When it comes to health care in a country as diverse as Canada, there are two realities that can’t be
ignored. The first is that cost of care rises with age. The second is that each region of the country has a
somewhat different demographic profile. BC believes addressing these two realities should form the
basis of future allocation of the CHT. The Final Reports of both the Kirby Commission and the Senate
Special Committee on Aging pointed to the desirability of federal health transfers being adjusted to
reflect differences across provinces in the age of the population they serve.

A Proposal for an Equal Percentage Per Capita Contribution to Health Care

Because Canadians of different age groups have different associated health care costs, B.C. would
propose that the CHT allocation be based on the principle that the federal government should make an
equal percentage contribution to the health care of all Canadians in a way that reflects the demographic
profile of provinces.

Provinces with older populations (and more costly service requirements) would receive slightly more
than under an equal per capita allocation. Since we would be using national values, provinces that chose
(or could afford) to spend more on health care would not receive extra funding’.

This approach would reflect actual service costs in a way that is fairer than a simple equal per capita
model, since it does not under-compensate jurisdictions with older populations, nor over-compensate
those with younger populations.

It would also be a more efficient use of federal funding, as the focus of funding would shift to one that
more directly relates to the health care requirements of Canadians at various ages than funding for
provincial health care programs.

The federal government would then be sharing more directly and equally in the cost of providing health
care to all Canadians, regardless of where they live in Canada

Based on B.C. Finance simulations, this alternative represents a compromise between the current equal
tax plus cash approach and the straight equal per capita cash approach.

" The use of national values for health care transfers is not without precedent. Under the Health Insurance and Diagnostic
Services Act (HIDSA) half of the cash transfer was based on national averages.
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National health expenditure data already exists that can be used by the federal government to make an
equal percentage contribution based on demographic profiles.

Chart 1: Federal and Provincial-Territorial Shares of Health
Care Funding, by age group
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