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Governments are under significant pressure to find ways to continue to deliver 
high-quality public services and even enhance them in strategically targeted 
ways while spending less money. Citizens expect their governments to operate 

as effectively and efficiently as possible and should feel confident that their governments 
are seeking creative options for the delivery of public services.
 
In response to these pressures, separate efforts to deliver administrative efficiencies and 
cost-savings are underway at the federal and provincial levels. So far, these initiatives 
are being undertaken independently of one another. They do not encompass the wide 
range of activities where both orders of government are active, policy space is shared 
and service delivery overlaps or is entangled. The potential savings and improved policy 
development from clarifying “who does what” in the federation are considerable.
 
This paper highlights the need for governments to work together to clarify their roles 
and responsibilities. It recommends several areas where responsibilities need to be 
uploaded, devolved or streamlined/disentangled in order to make government more ef-
ficient, effective and accountable. 
 
The paper surveys the range of government activity in the social and economic spheres 
and identifies a series of interim and transformative steps that governments could 
undertake. We are confident that these interim measures can deliver substantial cost-
savings over the short term, although quantifying these is beyond the scope of the paper. 
Our aim is to start a conversation that will uncover further opportunities to rationalize 
roles and responsibilities. 
 
The transformative initiatives identified in this paper hold even greater promise for im-
proving efficiency, effectiveness and accountability in the federation over the long term. 
If all were pursued, they could fundamentally re-order the Canadian economic and 
social union, delivering more accountable, transparent, cost-effective government, while 
holding the promise of improved government policy development and service delivery. 
Change of this magnitude will pose challenges, but the overlap, duplication and compe-
tition to provide programs in the same policy space is a conceit Canadians can no longer 
afford. 
 
It is sometimes beneficial to have both orders of government involved in a policy field. 
However, Canadian governments have been too quick to compliment themselves on 
their ability to manage overlapping jurisdictions and intergovernmental competition 
in the same policy space. They have not been sufficiently honest with themselves that 
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intergovernmental jostling in the same policy area produces inefficiencies, poor policy 
outcomes, confused service delivery and, ultimately, public displeasure with the ability 
of governments to deliver effectively on key priorities. Given current fiscal challenges 
and global competition, this refusal to deal honestly with the realities of a broken inter-
governmental model does not serve Canadians well.
 
Canada’s federal system is filled with distorted incentives: blame avoidance, credit-
taking, finger-pointing and the competitive and duplicative provision of programs in 
popular spending areas. This paper concludes that the federal, provincial and territorial 
governments should acknowledge these problems and work together to address them. 
 
Given short-term budgetary challenges and medium-term structural and demographi-
cally related fiscal challenges, it is time for governments to work together to clarify their 
roles and responsibilities. Once this is done, governments will be better able to make dif-
ficult trade-offs and pursue innovative policy solutions within their own areas of respon-
sibility—and be held accountable for their performance by the public. 
 
Nineteenth century institutional arrangements groan under the weight of 21st century 
pressures. At a time when many other countries are moving ahead, Canada’s model of 
federalism—in which governments spend extraordinary amounts of time managing in-
terdependence—is a barrier to innovative policy solutions and timely responses to public 
problems. It has also imposed overlapping and burdensome accountability and reporting 
regimes on businesses and non-profit organizations. 

One way to minimize intergovernmental conflicts is to reduce the areas in which more 
than one government is involved. One way to adopt timely policy responses is to reduce 
the number of actors who must first agree.

Most Canadians do not care which government delivers a particular service. The agenda 
laid out in this paper responds to that feeling by identifying which government is best 
positioned to make policy or deliver a program for Canadians. The recommendations are 
practical not ideological. 
 
This paper is the first of a two-part story. The second part of this study, scheduled for 
release by the Mowat Centre in 2011, will consider necessary adjustments to Canada’s 
fiscal architecture to accommodate evolving Canadian fiscal realities and the changes 
recommended herein. 

Redefining “who does what” inevitably provokes a re-thinking of how government ser-
vices are funded. Does each order of government have adequate resources to properly 
fulfill its functions? Holding governments to account requires that they have appropriate 
fiscal resources for their areas of responsibility. 
 
Together, the two papers will constitute a new intergovernmental agenda for the federa-
tion: a re-ordering of roles and responsibilities, coupled with the modernization of Can-
ada’s fiscal architecture, for the purpose of giving governments the power and resources 
they need to better serve Canadians in a rapidly changing world.
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Summary of Recommendations

INTERIM INITIaTIvEs

Sector Recommended Action
Active Labour Market Programs Devolve responsibility for remaining federal training 

programs to the provinces. 

Immigrant Settlement Devolve responsibility for immigrant settlement ser-
vices to the provinces.

Food Safety Upload food regulation and safety to the federal level.

Inspections, Investigations and Enforcement Eliminate remaining overlap in II&E through a com-
bination of uploading and devolving (Ontario should 
pilot).

Corrections Upload responsibility for offenders sentenced to six 
months or more to the federal level. Devolve re-
sponsibility for offenders sentenced to less than six 
months to the provinces.

Policing Streamline/disentangle policing by ensuring that po-
lice forces strengthen their ability to fulfill their core 
responsibilities. 

Governance Federal government should get out of decision-mak-
ing processes where it does not serve a vital need.

Not-for-profit Streamline/disentangle responsibilities in the not-
for-profit sector to ensure complementarity between 
provincial social enterprise strategies and the CRA.
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TRaNsfoRMaTIvE INITIaTIvEs

Sector Recommended Action
Social Housing Devolve responsibility for social housing, with federal 

financial support provided to the provinces through a 
single unconditional transfer.

Early Learning Devolve responsibility for early learning services to 
the provinces-territories.

Health Care and Pharmaceuticals Upload responsibility for regulating, administering, 
delivering and funding a new single national public 
prescription drug plan to the federal government.

Financial Institutions Regulation Upload regulation of all financial entities to the fed-
eral government.

Pension Policy and Regulation Upload responsibility for pension regulation to the 
federal government.

Innovation and Economic Development Devolve support for strategic investments to the 
provinces. Upload support for framework conditions 
and generic support of the innovation process to the 
federal government.

Climate Change and Water Policy The federal government should take the lead role in 
regulation of greenhouse gas emissions and water 
policy.
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and Accountable Federation
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The federal and provincial-territorial governments in Canada are too often 
unproductively involved in the same policy space. While there is sometimes 

compelling logic for both governments to be active in a particular policy area, 
unnecessary overlap and duplication is a luxury that Canadians can no longer 
afford.  
 
Due to large budget deficits, particularly at the provincial level, there is consider-
able public concern over the sustainability of existing government services. These 
pressures are not temporary. An aging population means that public services will 
be under increasing strain, making rationalization of program delivery necessary.
 
Many analysts (including the Parliamentary Budget Officer) argue that govern-
ments will need to raise taxes and/or cut spending to balance their budgets. “To 
close the fiscal gap, permanent fiscal actions—either through increased taxes or 
reduced program spending, or some combination of both…are required…” (Fiscal 
Sustainability Report, 2010: p. iii).  
 
It is possible that the initiatives identified in this paper can be part of a strategy 
that will help governments achieve fiscal sustainability over the medium- to long-
term. Reducing duplication and ensuring that the government best able to provide a 
service does so, will reduce the imperative to cut program spending or raise taxes. 
It will also improve service delivery.
 
Citizens expect governments to deliver high-quality public services more afford-
ably. This expectation is not naïve. It is reasonable. Some consolidation and ratio-
nalization of programs is possible—and it will be necessary if we are to sustain and 
improve public services (Tony Dean, former Ontario Secretary of Cabinet).

The Canadian practice of federalism and intergovernmental relations has been 
extraordinarily successful at accommodating diversity and managing conflict. But 
it has also become a barrier to policy innovation. Governments know this, but have 
been unable to change long-established practices and processes. Domestic fiscal 
pressures and increasingly fierce global competition that sees other countries mak-
ing progress in addressing long-standing challenges may provide Canadian govern-
ments with the incentive to undertake a new agenda of reform.
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At present, both orders of government are 
looking for ways to save money. The federal 
government announced in its 2010 Budget a 
comprehensive review of government admin-
istrative functions and overhead costs. Many 
provinces, including Alberta, British Colum-
bia, Ontario, and Nova Scotia, have announced 
formal program reviews. However, these are 
all internal/horizontal initiatives. This paper 
identifies a vertical agenda which allows sav-
ings to be generated through the rationaliza-
tion of roles and responsibilities between the 
federal and provincial governments.
 
“In the coming months, the government will 
undertake a review of service delivery so that every 
dollar is spent even more effectively.”

- Government of Ontario, 2009 Ontario 

Economic Outlook and Fiscal Review

     
“Government has begun a comprehensive analysis 
of all department, agency, and third-party spend-
ing in order to achieve balance by 2013–2014. We 
will examine all administrative controls and fis-
cal policies, seek strategic alignments, and review 
all programs and the structure of government to 
determine if there are opportunities for savings.”

- Government of Nova Scotia, 2010 Budget Bulletin

 
“Budget 2010 Takes Action in three critical areas… 
(including)…refocus(ing) government spending to 
ensure we get the most out of every dollar….”

- Government of British Columbia, Budget 2010 Highlights

 
“As part of plans to balance the budget by 2012-13, 
a detailed review of ministry spending was under-
taken and $1.3 billion in savings were identified.” 

- Government of Alberta, Budget 2010

 
“The Government will undertake a comprehensive 
review of government administrative functions 
and overhead costs in order to identify opportu-
nities for additional savings and improve service 
delivery.”

- Government of Canada, Budget 2010

Canadian federalism is also a barrier to constructive 
citizen engagement. When more than one government 
is involved in a policy field, the logic of intergovernmen-
tal negotiations makes it extraordinarily difficult for 
citizens to have a direct say in outcomes. On the other 
hand, when one government is responsible, it can more 
easily ensure citizen engagement, and public preferences 
can be more clearly incorporated into decision-making. 
In short, having more than one government involved in 
a policy area thwarts Canada’s ability to fulfill its demo-
cratic promise.
 
Jurisdictional jealousies must be put aside, but consti-
tutional changes are not necessary to realize the reform 
agendas articulated in this paper. Governments must 
simply agree to work constructively together to clarify 
their areas of responsibility and agree that they should 
all have more independence to manage their own policy 
areas.
 
The agenda laid out in this paper does not require una-
nimity between the federal, provincial and territorial 
governments. Canadian federalism is already deeply 
asymmetrical; in many of the areas discussed in this 
paper, different provinces already have unique arrange-
ments with the federal government based on their own 
preferences and capacities.

If the federal government continues to fund an Equal-
ization program and makes principles-based allocations 
(e.g. per capita) in major transfers, the agenda laid out in 
this report does not threaten equity between Canadians 
in different regions. Even in those areas where the prov-
inces and territories are best-placed to manage programs 
and deliver services, the federal government retains a 
role in ensuring equality of opportunity across the coun-
try. More active provincial responsibility for making 
choices about social program design and delivery does 
not need to undermine Canadians’ common citizenship.
 
It is possible to build a broad-based federal-provincial 
consensus around a fundamental transformation agenda 
that reflects the desire for effective government. The 
federal government in effect promised such a rational-
ization of “who does what” in 2006 (Speech From the 
Throne, 2006). 

There is broad alignment between the paper’s agenda 
and current federal and provincial goals. Moving for-
ward on this overall agenda—without necessarily finding 
agreement or appetite for each and every one of the rec-
ommendations—will help improve fiscal positions, ser-
vice delivery, policy development and governance within 
the Canadian federation.
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rAtionAliZing roleS leAdS to reAl SAvingS 

In 2006 the Governments of Canada and Ontario signed an agreement that es-
tablished one set of rules and one point of contact for corporate income tax 
collection. Under the agreement, the federal government collects and adminis-
ters Ontario’s corporate income tax, and businesses file a single tax return. The 
agreement reduces compliance costs for businesses—projected savings of up 
to $100 million in annual compliance costs for Ontario businesses—and creates 
administrative efficiencies by eliminating a duplicate layer of tax authority.

ThE NExT fouNdaTIoNal 
INTERgovERNMENTal 
dIscussIoN? 

The 1970s and 1980s featured lengthy constitu-
tional discussions, culminating in the patriation 

of the Constitution and, eventually, the failed Meech 
Lake and Charlottetown Accords. The 1990s wit-
nessed ongoing negotiations on how governments 
could better manage interdependence, culminating 
in 1999 with the Social Union Framework Agreement 
(SUFA), which identified how governments could 
better work together when they occupied the same 
policy space and competed to provide similar ser-
vices.
 
These efforts have run their course. There is no seri-
ous interest in re-engaging in macro-level consti-
tutional discussions, while the spirit of cooperation 
that is crucial to SUFA is often absent.
 
To date, discussions about roles and responsibili-
ties in the federation have been driven by national 
unity concerns. Devolution was usually presented as 
part of a larger political strategy to confront western 
alienation or Quebec nationalism. In other instances, 
conversations took place on an ad hoc basis or in a 
siloed manner, focusing on one issue at a time, such 
as labour market training or immigrant settlement 
services.
 
This study is different. It is the result of an analysis 
of which government can most effectively develop 
policy and deliver programs in relevant policy fields. 
It identifies a principles-based agenda for strength-
ening the federation so that citizens are served better 
and more efficiently.
 
Devolution is not an end in itself, nor is uploading 
responsibility to the federal government. Instead, 
this analysis highlights where policy and service 
delivery can be improved and made more afford-
able by shifting responsibilities between govern-
ments. This is about making government work better 
for Canadians. The animating spirit of this agenda 

is to re-focus in a principled way on which areas are 
best delivered by the federal government and which 
by the provinces-territories. Implementation of the 
agenda would strengthen the Canadian federation by 
allowing governments to act more quickly and with 
greater accountability when challenges arise.
 
Much progress has been made in recent decades. The 
federal government has devolved many policy areas 
that are better delivered by provinces, and coopera-
tive agreements have been reached in many policy 
fields that have led to real savings and real efficien-
cies. The Immigration Agreements between the fed-
eral and BC and Manitoba governments are success 
stories; shared service agreements and the uploading 
of corporate tax collection between the federal and 
Ontario governments have also been notable suc-
cesses.

And there is no doubt that overlap and competition 
will inevitably be necessary in some policy fields.  
However, Canadian governments have been too pre-
pared to accept this competition and incoherence 
and devote their energies to managing this overlap. 
This paper recommends that the burden of proof be 
reversed: governments should devote their energies 
to avoiding duplication wherever possible, unless 
there are good, principled reasons for overlap that 
advance the public interest.

Governments should get their own houses in order 
before venturing into the constitutional domains of 
the other order of government. Simply put, this paper 
recommends that governments should get out of each 
other’s way. When the public does not know who to 
hold accountable, governments do not have the same 
incentive to perform and public cynicism with gov-
ernments grows.
 
Federal involvement in areas of provincial jurisdic-
tion can undermine the ability of provinces to plan 
and deliver the services and programs for which they 
are responsible. When the federal government moves 
in and out of social policy and programs, it is dis-

ruptive to provincial plans and 
leaves provinces on the hook 
financially for picking up pro-
grams it abandons. 

Federal decisions not to renew 
funding for the HPV vaccine and 
childcare spaces are two recent 
examples. This report takes no 
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position on the wisdom of these policy decisions; it 
merely highlights that jumping into a policy field for 
three years, offering up “boutique” programs and then 
abandoning them is not supportive of long-term policy 
development and program planning. Provinces that 
try to run their own parallel and competitive foreign 
policies are no less disruptive to the federal govern-
ment.
 
Importantly, governments should be financially 
responsible for their own policy decisions. In Can-
ada, because of confused roles and responsibilities, 
too often the federal government makes policy deci-
sions that have financial consequences for provinces. 

The goal of this paper is to identify policy areas 
where devolution, uploading or streamlining/dis-
entangling of government roles and responsibilities 
will make government more efficient, effective and 
accountable, and to recommend an interim and lon-
ger-term intergovernmental agenda to move forward 
in these areas.

dEvoluTIoN,  
uploadINg, 
oR sTREaMlININg/
dIsENTaNglINg 

This paper makes three types of recommenda-
tions that could deliver the greatest possibility 

for savings and service improvements.1

1. Devolution - when the sub-national 
order of government (provinces-territories) 
assumes responsibility over the policy area. 
This may require that the federal government 
vacate the policy space.

Why devolve?

• To capitalize on provincial-territorial 
knowledge about local needs and prefer-
ences and to enable provinces-territories 
to tailor programs to suit these conditions. 
Experts often refer to this as the principle 
of “subsidiarity”. 

• To promote innovation, experimentation 
and policy learning across the provinces-
territories.

• To capitalize on economies of scale in pol-
icy and program administration, improv-
ing efficiency and generating cost-savings 
when the bulk of program activity is already 

located at the provincial-territorial level. 

• To facilitate better integration with related 
provincial-territorial programming.

2. Uploading - when the federal government 
assumes responsibility over a policy area. This 
may require that the provincial-territorial gov-
ernment vacate the policy space. 

Why upload?

• To promote the efficiency of the economic 
union where provincial-territorial over-
sight disrupts the free flow of people, 
goods and services.

• To generate economies of scale and admin-
istrative savings by removing overlap and 
duplication across two orders of govern-
ment and/or across provinces-territories. 

• To take advantage of the federal govern-
ment’s core competency in a policy area 
thereby enhancing program effectiveness.

• To promote consumer safety and enhance 
regulatory standards by closing regulatory 
gaps and eliminating coordination chal-
lenges.

• To preserve the pan-Canadian social safety 
net and ensure Canadians have equitable 
access to social services.

3. Streamlining/Disentangling - when gov-
ernment actions in the same policy space are 
coordinated to ensure minimal overlap and 
duplication.  

Why streamline/disentangle?

• To improve efficiency and divide roles 
based on core competencies in policy areas 
where there are compelling reasons for 
both orders of government to be present.

• To enhance accountability and provide 
citizens with a clear understanding of who 
does what.

These three strategies involve different approaches 
to clarifying roles and responsibilities. In a devolu-
tion model the federal government vacates the policy 
space; in an uploading model the provinces-territo-
ries do likewise. In the streamlining/disentangling 
model, both orders of government remain involved in 
the policy space for principled reasons, but work to 
clarify their roles.
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Devolve =Provincial responsibility

Upload = Federal responsibility

Streamline/Disentangle =
Delineate responsibilities

if ever there was 
an opportunity to 
address overlap 
and duplication, 
strengthen the 
federation, and 
usher in a new era 
of less acrimonious 
intergovernmental 
politics, it is now. 

At times we have had to weigh competing logics in 
making recommendations for devolution, upload-
ing or streamlining/disentangling. For example, the 
principle of subsidiarity can conflict with the goal of 
a more efficient economic union.
 
Devolution or uploading are recommended when 
the logic is compelling. When it is impossible to 
adjudicate between these principles, we identify 
opportunities to streamline/disentangle roles and 
responsibilities to enable each government to take 
advantage of its core competencies.
 
One overarching framework that drives many of the 
recommendations is the distinction between those 
areas where the design of services will differ from 
province to province, as compared with those areas 
where Canadians have a right to expect common 
entitlements. 

For example, the delivery of immigrant settlement 
and integration services should differ significantly 
between provinces. These differences can best be 
assessed at the local level, which is why settlement 
services should be downloaded to those provinces 
that believe they have the capacity to deliver pro-
gramming. On the other hand, it does not make sense 
that one’s access to a life-saving drug is determined 
by province of residence. In this case, unequal access 
is a violation of equality rights and uploading is 
required.  

This paper does not explicitly address the role of 
municipalities; rather, it focuses on unpacking the 
complex web of entanglement between two consti-
tutionally recognized orders of government. How-
ever, devolution to municipalities can deliver gains in 
efficiency, effectiveness and accountability. In many 
instances, devolution to the provinces is not the final 
step, but part of a process that creates greater scope 
for municipalities to take on a larger role in the lives 
of Canadians. Due to both the Constitution and the 
subsidiarity principle, the provinces are much better 
placed to integrate municipalities in subsequent dis-
cussions and, working with them, determine where 
they should take on greater responsibilities.

a Two-phasE appRoach

The Mowat Centre is recommending a two-phase 
process that is informed by the need for public 

policies that respond to citizens’ needs, while recog-
nizing that some of the initiatives will be politically 
sensitive and will require sustained goodwill.
 
Phase one is a series of interim initiatives focused 
largely on administrative and service-delivery mea-
sures and are supported by the existing efficiency 
and cost-saving initiatives undertaken by govern-
ments across Canada. Many of these are easy fixes.
 
Success on these early initiatives will set the stage 
for phase two—a series of more complex transforma-
tive initiatives that will lead to substantial improve-
ments in effectiveness, efficiency, and accountability 
in the federation.
 
Many of the transformative measures are in areas 
where both orders of government are currently 
driven by the “credit imperative”, that is, the desire 
to be relevant in the day-to-day lives of Canadians, 
and where the public and stakeholders often claim to 
want both governments to be active. As such, these 
initiatives are likely to encounter early resistance 
from some governments and stakeholders.



12 Mowat Centre for Policy Innovation

However, these are unusual times: short-term fiscal 
pressures, medium-term fiscal sustainability chal-
lenges due to the aging population, increased global 
competition all require timely policy responses. 
Meanwhile, public fatigue with intergovernmental 
conflict looms large. If ever there was an opportunity 
to address overlap and duplication, strengthen the 
federation, and usher in a new era of less acrimoni-
ous intergovernmental politics, it is now. One obvious 
way to decrease conflict is to reduce the number of 
areas where conflict is even possible.

fRaMEwoRK pRINcIplEs

Downloading, uploading or streamlining/dis-
entangling are recommended where they can 

deliver improvements to effectiveness, efficiency and 
accountability—the framework principles that drive 
our recommendations.

Effectiveness
Effectiveness is linked explicitly to policy outcomes: 
can government policy be effective in addressing 
substantive challenges? (Skogstad and Bakvis, 2008). 
In the context of federalism, overlap, duplication and 
the failure to coordinate activities among orders of 
government can lead to policy incoherence, program 
incompatibility and, ultimately, second- or third-best 
outcomes.
 
In areas where both orders of government are active, 
decision-making is subject to “joint decision traps,” 
whereby decision-making is slow and unable to keep 
up with societal and/or economic transformations 
because each government can veto change. It has 
taken years (and sometimes decades) for govern-
ments in Canada to harmonize and make seemingly 
easy fixes, such as a single standard for advertising 
the cost of bank and credit union loans, the size of 
truck tires and even the colour of margarine. 

In worst case scenarios, Canadians are stuck with 
antiquated programs and rules because jurisdictions 
cannot agree on reforms or how to move forward. 
The current dialogue on pension reform in Canada is 
at risk of following this path.
 
There are many examples in Canadian public policy 
where there are too many actors. “There is a real 
price to pay in performance terms when roles and 
responsibilities overlap or are unclear” and when 
decision-making is dispersed across 14 jurisdictions 

(David Cameron, interview).

One of the advantages of being a federation is that 
responsibilities are, in theory, divided according to 
competencies. It does not make sense for the prov-
inces to be responsible for defending our national 
borders. Similarly, it does not make sense for the fed-
eral government to help immigrants integrate into 
local labour markets or run one-size fits all training 
programs in Kitchener-Waterloo, Swift Current or 
Cornerbrook. The provinces should not issue cur-
rency or run monetary policy. In Canada, the federal 
government has no business in the delivery of pri-
mary education.
 
Efficiency
Efficiency in the context of this paper is value for 
money. Which order of government can most effi-
ciently deliver a given program or service due to 
administrative economies of scale, existing compe-
tencies and better understanding of local conditions?  
The size of current budget deficits makes the search 
for efficiencies all the more urgent.
 
“When one government is in charge, it can make the 
hard choices necessary to most efficiently deliver a 
public service; when more than one is involved, both 
have other incentives and may also not fully under-
stand the overlapping activities of the other govern-
ment” (Ian Clark, interview).
  
Accountability
Governments are accountable to their residents for 
the funds they spend and the programs they deliver. 
A core democratic principle is that governments 
must publicly account for their decisions, providing 
citizens with an opportunity to reward or punish 
governments based on their performance.
 
Accountability in federal states can be especially 
complicated because the lines of responsibility for a 
given program are often unclear. This lack of clarity 
can encourage “blame avoidance” and “credit tak-
ing” behavior among governments and diminish the 
incentives for public servants and elected officials to 
strive for maximum program efficiency and effec-
tiveness (Weaver, 1986).

The recommendations made in this paper, if adopted, 
would provide citizens with a better understand-
ing of which order of government is responsible for 
policy successes and failures and limit governments’ 
ability to pass the buck.
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doeS tHiS mAKe SenSe? 

There are currently a number of policy sectors that suffer from a nonsensical divi-
sion of roles and responsibilities. Whether they are accidents of history or simply the 
results of poor policy-making, these examples undermine the efficiency, effective-
ness and accountability of the Canadian federation.
  
Why are there two sets of fish police? Does it make sense that my factory is visited by 
federal and provincial inspectors? Many industries are subject to duplicate inspections, 
investigations and enforcement. Although there may be a rationale for both governments 
to be involved, there are better and less expensive ways to protect consumers and the 
environment.
 
Who’s in charge of making sure my pension is safe? Because a pension plan’s regulatory 
home is based in the province where the plurality of members reside, Ontario regulates 
just under half of the pension plans in Canada, a sizeable number of which have members 
outside the province. In other words, Ontario has regulatory oversight over the pension 
funds of many non-Ontario residents. These people have no representative in their prov-
ince or in Ottawa to provide a voice for them on this issue. Meanwhile, the federal govern-
ment regulates the pensions of federally-regulated industries. 
 
Why does Canada have 14 sets of financial regulators and regulations for the insur-
ance, deposit-taking (banks and credit unions), and mortgage industries when Britain, 
France, and Germany have one each? How much does this duplication and overlap cost 
business and consumers? Internationally, countries are consolidating regulatory author-
ity to close gaps and to make their sectors more competitive. We are being left behind. 
 
Why can’t provinces buy classroom space in bulk for training programs? Current fed-
eral legislation specifies that funding must flow directly to clients, preventing provinces 
from realizing administrative efficiencies for the programs they deliver.

Am I going to a federal or provincial prison? The current federal-provincial division of 
responsibilities is defined by an arbitrary ‘two-year’ rule that appears to “be a reflection 
of 17th century sentencing patterns in England” (CFCTF, 2009). One result is that the 
provinces pay a big part of the bill when the federal government toughens the criminal 
code. 

Who’s ensuring the safety of Canada’s food supply? Current policy imposes different 
regulations on food produced and sold locally versus food that crosses provincial-territo-
rial boundaries. The result is regulatory gaps and skewed accountability. The listeriosis 
crisis of 2008 illustrates an urgent need to rethink “who does what” in our food safety 
system.

I just became a citizen. Why  do I lose my spot in my federally-funded language class? 
Federal rules prevent new citizens from continuing to access their settlement and inte-
gration programs, while provinces allow new citizens to continue with their programs if 
they need more time to acquire necessary skills, such as language skills. 

Why is it taking so long to upgrade Toronto’s waterfront? To build Downsview Park? 
These urban development projects are subject to approval at all three levels of govern-
ment, making any progress administratively and politically difficult.
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Are nAtionAl 
StAndArdS 
neceSSArY? 

Education, though a provincial 
responsibility, has attained a 
remarkable degree of policy 
cohesion across Canada. Jen-
nifer Wallner (2009) suggests 
that pan-Canadian similarity is 
achieved in this case without 
national standards.

Wallner (2009) maintains that 
a combination of stakeholder 
and parental advocacy, uncon-
ditional federal transfers and 
the structure of the Canadian 
education system contribute 
to remarkably common stan-
dards in education across the 
country. Education is the sole 
responsibility of the provinc-
es-territories.

Education illustrates some of 
the advantages of Canada’s 
system of federalism: experi-
mentation combined with na-
tional consistency. Successful 
policy ideas can be learned 
and adopted by other prov-
inces-territories, facilitating 
consistency in programs and 
outcomes.

The Canadian education sys-
tem reveals that national 
standards are not always nec-
essary for the development 
of high-quality, comparable 
programs in a federal state. 
Wallner’s findings support 
this paper’s recommendations 
with respect to the elimination 
of federal conditionality and 
national standards in some 
areas of provincial-territorial 
jurisdiction.

sEcToRal aNalysEs

dEvoluTIoN

Devolution is the removal of federal involvement in a policy space. 
This can mean that the federal government vacates program 

delivery. It can also mean the removal of national standards and 
conditions attached to funds transferred to the provinces-territories 
in order to allow sub-national governments the full scope of decision-
making over program design and implementation—so long as the funds 
are spent for the intended purpose. In some instances, the federal 
government may retain a limited role, such as ensuring inter-provincial 
mobility or protecting vulnerable populations, such as linguistic 
minorities.

Conditional grants should be abandoned in many policy areas because 
a) there is compelling evidence that high-quality, comparable programs 
in federations are achievable without federal standards (see right); 
b) negotiations on conditions are often so acrimonious that they 
derail progress entirely; and c) unconditional grants allow provinces-
territories to tailor programs to suit local conditions, as long as funds 
are used for their intended purpose.
 
Maintaining federal involvement in a policy sector for the sake of 
political appearances is detrimental to policy effectiveness and can no 
longer be justified.  
 
The absence of federal conditions would impose greater obligations on 
provinces to report publicly to their residents on how funds were spent, 
how this spending furthered the policy objectives for which it was 
intended, and the results obtained.

Active lAbour mArKet ProgrAmS
Services are segmented by client group and vary from one province 
to another depending on the particulars of federal-provincial 
decentralization; as a result, citizens are not clear on who does what. 
The ability for the two levels of government to coordinate and rationalize 
programs in such an environment is limited. 

- Klassen and Wood, 2008

Labour market training programs are designed to help unemployed 
Canadians gain the skills they need to find employment. The existence 
of a coherent set of accessible training programs is critical to Canadians.

Most training programs were devolved to the provinces beginning in 
the mid to late 1990s. This occurred because both orders of government 
recognized that the provinces were better situated to deliver effective 
and efficient labour market programs. Provinces are better placed to 
tailor training policies to local market conditions—a good training pro-
gram in Windsor may not work in Fort McMurray.
 
Yet the job is not complete. The federal government still runs a number 
of smaller, specialized training programs aimed at youth, older workers, 



15An Agenda for a more Efficient, Effective and Accountable Federation

and persons with disabilities. Continued federal gov-
ernment activity in providing labour market services 
and programs has led to duplication, inefficiencies in 
administration, and gaps in programming.

“New federal-provincial labour market agreements 
have increased funding for the social assistance 
stream, but... [o]verall, employment supports remain 
a patchwork of uneven access [and] quality and [are] 
for the most part not delivered in an integrated way, 
thereby creating gaps, duplication and instability” 
(Social Assistance Review Advisory Council, p.12, 
2010).

In its 2007 budget, the federal government 
acknowledged that there was more work to be 
done and that the devolution of all labour mar-
ket programming would be in the best interest of 
Canadians.2  The federal government has not fol-
lowed through on this commitment to review the 
feasibility of devolving its remaining programs.
 
Moreover, while the provinces now deliver most 
labour market training for unemployed workers, the 
federal government continues to define eligibility for 
these programs through the EI program and apply 
“tests of similarity” across training programs to 
uphold national standards. 

Federal tests of similarity and the requirement 
that funding flow directly to clients act as barriers 
to achieving economies of scale and are unneces-
sarily prescriptive. For example, provinces cannot 
buy classroom space in bulk for provincial training 
programs for the unemployed. These spaces must be 
purchased individually, costing the taxpayer more 
(see Employment Insurance Act, Section 63 and 
Canada-Ontario Labour Market Development Agree-
ment, 2005). 

 recommended interim initiative 

Devolve responsibility for remaining federal 
training programs to the provinces. Federal 
transfers to provinces for training should be 
unconditional.

The Case for Devolution
• Provinces have a deeper understanding of their 

local economies and labour markets and can 
respond to changes more quickly than the fed-
eral government (Klassen, 1999). 

 

• Provinces have closer relationships with the 
local agencies and community groups that are 
often involved in training. Provinces are bet-
ter placed to tailor training programs to meet 
their needs.   

 
• Vesting responsibility with the provinces will 

allow for seamless integration of the full range 
of educational services, including post-second-
ary education, and will clearly define lines of 
accountability. 

 
• Continued federal presence serves to compli-

cate the policy sector and creates bureaucratic 
overlap.

• There may be a continued federal role in sup-
porting a national labour market.

SociAl HouSing
Populations less well served by the present system 
include Aboriginal households, female-led single 
parent families, single persons, youth, people with 
disabilities, new immigrants and seniors. Priorities 
must be set locally, considering the range of needs 
and the types of housing solutions available. 

- Canadian Housing and Renewal Association, 2009

In Ontario alone, government spending (federal, 
provincial, and municipal) on social housing totaled 
close to $2 billion in 2008-2009 fiscal year. 
 
Federal funding is currently provided through sev-
eral separate allocations for the various federal hous-
ing programs (Social Housing Agreements, Afford-
able Housing Initiatives, etc), which are cost-shared 
with the provinces.
 
Federal funding imposes fragmentation on the policy 
sector and limits provincial flexibility to design 
programs to suit local needs. For example, federal 
conditions limit the type of expenditures that can 
count towards provincial cost-share. Specific fund-
ing streams must also be segregated and spent on 
particular population groups, such as seniors, First 
Nations, and disabled persons.
 
Further, the federal government imposes time-
consuming and costly administrative requirements by, 
for example, imposing different reporting requirements 
for each funding stream.   
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Student Aid 

Although the Constitution (s. 93) clearly iden-
tifies education as a provincial responsibil-
ity, the federal government provides student 
loans and grants. This is an area where both 
orders of government are present and gener-
ally work well together.

From a client perspective, the administration 
of student loans appears seamless and fairly 
well-integrated, and governments report good 
collaboration on the issue. However, when 
considered through the lens of efficiency and 
accountability, the student loan system does 
suffer from administrative overlap.

The federal government has acknowledged 
that complex student aid programs may be 
keeping some potential students from obtain-
ing financial help (Ensuring Access, HRDC, 
1997; Advantage Canada, Ministry of Finance, 
2006). Ottawa has committed to working with 
the provinces to simplify the administration 
and delivery of student aid, but a comprehen-
sive review of programs has yet to occur.

Student aid is inconsistently administered 
across the country. Some provinces run stand-
alone programs, while others offer programs 
integrated with the federal government’s stu-
dent loans directorate (made up of approxi-
mately 300 staff).

Conservatively estimating the average federal 
public sector salary at $75,000 per year in-
cluding benefits, eliminating a layer of bureau-
cracy at the federal level could save tax pay-
ers approximately $22.5 million in staff costs 
alone.

Further, although many observers find that 
the system of student aid has been reasonably 
well-integrated across federal and provincial 
lines, anomalies remain. In Ontario, for exam-
ple, students with federal loans pay them back 
at prime plus two and a half per cent interest, 
while those who have provincial loans pay 
them back at prime plus one. To loan recipi-
ents, it makes little sense to have a higher in-
terest rate imposed on their federal loan than 
on their Ontario loan.

The provinces are closest to this policy area. They 
have long-standing relationships with municipalities, 
local housing providers and citizen advocacy groups. 
They are much better placed to make decisions on 
how the pool of funds should be allocated.
 
If the federal government vacated this policy space 
and eliminated the conditions attached to funding, 
the provinces could do a better job. More resources 
would be spent on the ground meeting local needs 
Provinces would be better able to integrate social 
housing policy with provincially and locally adminis-
tered social assistance programs.
 
With respect to social housing, Canada is an outlier. 
Other federations, such as Germany, realize the mer-
its of devolving social housing.3

 recommended transformative initiative 

Devolve responsibility for social housing, 
with federal financial support provided to 
the provinces through a single unconditional 
transfer, coupled with public reporting by the 
provinces on how their social housing funds 
were spent and with what impacts.

The Case for Devolution
• Expert opinion and civil society both 

support the recommendation that social 
housing policy be integrated with the 
suite of provincially administered social 
programs. 

• Experts also agree that provinces-terri-
tories are in a much better position than 
the federal government to determine 
the most appropriate allocation of funds 
between groups (Pierre, 2007). 

• Social housing needs are different in, for 
example, Regina, St. John’s and Van-
couver. The provinces should have the 
capacity to craft programs and the ability 
to allocate funding to suit local circum-
stances

• A single funding stream would 
provide greater flexibility for program 
administration and clearer lines of 
accountability.
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immigrAnt Settlement
Making community organizations report six-ways to 
two levels of government for one project just doesn’t 
make sense.

– Joan Andrew, former Deputy Minister, 
Government of Ontario

Canada is in an intense competition for immigrants. 
Developing a well-planned, forward-looking immi-
gration strategy is critical to Canada’s ability to 
remain competitive and prosperous.
 
The federal government rightly takes a lead role in 
selecting immigrants. This is an important compo-
nent of nation-building. At present, however, there 
are three models of federal-provincial immigrant 
services employed in Canada. Quebec has operated 
its entire immigration strategy, including selection, 
independent of Ottawa since 1991. 

In the second model, provinces play a role in immi-
grant selection through Provincial Nominee Pro-
grams (PNPs), while allocating primary respon-
sibility for settlement services to Citizenship and 
Immigration Canada. This model is in place in 
Alberta, Saskatchewan, Ontario, and the Atlantic 
provinces.

In BC and Manitoba, settlement services have been 
devolved to the provincial level, allowing them to 
develop an integrated set of programs that address 
the specific needs of their immigrant communi-
ties. Devolution in both of these provinces has led to 
innovative program design and positive economic 
outcomes for new immigrants.

The success of the BC/Manitoba model is unsurpris-
ing. Provinces typically have closer ties to service 
provider organizations (SPOs), the third party orga-
nizations that deliver most of Canada’s immigrant 
settlement services. Also, in a devolved model, SPOs 
have to follow only one set of rules and file one set of 
forms to receive grants and fulfill reporting require-
ments (Seidle, 2010). Also, bureaucratic overlap is 
eliminated and more resources are available to be 
delivered on the ground. 

The search for savings is particularly important 
given that the federal government has announced 
unilateral cuts to spending on settlement services of 
$53 million for 2011-12 and $59 million for 2012-13. 

Internationally, a trend towards greater devolution 
and multilevel governance is apparent. The Mowat 
Centre conducted a comparative study of Canada, 
the UK, Australia and Germany that revealed a shift 
toward sub-national control of settlement services 
(Siematycki and Triadafilopoulos, 2010).

Despite the successes in BC, Manitoba and interna-
tionally, the federal government has not devolved 
settlement programs to the other provinces. This 
results in a lack of flexibility and the inability to 
deliver programs that respond to the needs of local 
communities. Immigrants that acquire citizenship, 
for example, automatically have their access to feder-
ally-funded language training cut off. This negatively 
affects some categories of immigrants, such as fam-
ily class entrants, who traditionally take longer to 
transition to the work force and cannot benefit from 
federal services when they need them. 

At a time when new Canadians are performing worse 
in the job market than previous generations of immi-
grants, the tiresome federal-provincial conflicts and 
battles to take political credit should end. Settlement 
and integration services should be performed by the 
government that can best carry out these functions.

 recommended interim initiative 

Devolve responsibility for immigrant settlement 
services to the provinces.
 
The Case for Devolution
• Devolution can make immigrant settlement 

services more effective by facilitating greater 
integration with provincially-run services that 
immigrants frequently access.

• Provincial governments are better placed to 
respond effectively to local immigrant needs 
and deliver services that reflect local differ-
ences (for example, labour and housing short-
ages in Calgary versus labour and housing 
surpluses in Windsor).

• The current administrative overlap associated 
with federal involvement in settlement and 
integration services siphons vital resources 
that could be helping immigrants successfully 
integrate (Seidle 2010).

• Devolution is the more efficient option. Service 
providers liaise with one government and fol-
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low one set of rules. More funds get spent on 
services; less is spent on administration.

• Experience in Canada and in other countries 
demonstrates that devolution leads to more 
innovative programming and better results for 
immigrants.

eArlY leArning
The division of responsibility for the financing 
of services has too often led in the past to blame 
avoidance. Clear provincial responsibility for both 
the financing and regulation of services would create 
clearer lines of accountability ... [and] is essential 
also in order to integrate the child care and early 
childhood education aspects of early childhood 
education and care.

– Luc Turgeon, University of Ottawa

Canada suffers from relatively poor quality child 
care services (OECD, 2006; UNICEF, 2008). There 
are two problems: lack of integration with provin-
cial-territorial education systems, and inadequate 
supply.
 
Provincial-territorial governments, who have lead 
responsibility for this issue, have undertaken a vari-
ety of strategies to deal with these problems. For 
example, Quebec has seven-dollars-a-day daycare; 
BC has introduced all-day kindergarten. 
 
“Child care” used to be seen as “babysitting” until 
children were old enough to go to school. This phi-
losophy has changed. Today, daycare is viewed as 
an opportunity for early learning and a head start 
in building human capital. To child care experts, a 
holistic approach to early learning is a key driver of 
economic competitiveness, equality of opportunity 
and social justice (Friendly, 2004).
 
Provincial-territorial governments are innovating to 
help kids learn more effectively by integrating early 
childhood programs with provincially-territorially 
run school systems. Ontario’s Early Learning Report 
recommended the introduction of all-day kinder-
garten to facilitate better educational outcomes. The 
province has moved forward on this recommenda-
tion.
 
A comprehensive model to early childhood education 
makes “effective use of the facilities and resources 

we have, eliminate[s] bureaucratic duplication, and 
respond[s] to the needs of modern families, in order 
to benefit children” (Pascal, 2009).
 
Devolution to provinces and territories of existing 
federal funding streams would allow provinces-terri-
tories—which have the tools and the capacity in this 
policy field—to make their own choices about how 
to use funds for child care and ensure that these are 
responsive to local preferences and integrated with 
other services delivered by provinces-territories, 
municipalities and schools.

 recommended transformative initiative 

Devolve responsibility for early learning 
services to the provinces-territories.
 
The Case for Devolution
• Education is provincial jurisdiction.

• Daycare is now considered education and early 
learning, in which the federal government has 
little expertise or administrative competency.

• Effectiveness (learning outcomes) would be 
enhanced if early learning was fully integrated 
into provincial-territorial education systems.

• Provinces-territories have core competencies 
in the area. They are the experts in learning 
and have closer ties to groups responsible for 
program delivery.

• Devolution will improve accountability. The 
current lack of clarity on financing and respon-
sibility enables governments to blame each 
other for the country’s poor outcomes.



19An Agenda for a more Efficient, Effective and Accountable Federation

uploadINg

The following are sectors where uploading 
authority to the federal government can improve 

efficiency, effectiveness and accountability. In areas 
where the federal government chooses not to act, 
the provinces-territories could come together to 
create provincially-territorially administered pro-
grams that are national in scope and achieve greater 
efficiency and effectiveness without federal involve-
ment. One example is the Ontario-led effort to set up 
a pan-Canadian pharma purchasing alliance through 
the Council of the Federation.
 
It is better that provinces move forward together 
than wait indefinitely for federal engagement. 
However, it is a second-best option. Sub-nationally 
administered national programs are unlikely to be as 
effective in overcoming joint decision traps, which 
will slow decision-making and innovation. Such 
mechanisms may also encourage some provinces-
territories to free-ride on the efforts of their peers.

HeAltH cAre And PHArmAceuticAlS
Access to medically necessary pharmaceuticals 
should not be determined by postal code—all 
Canadians should have access to the same medicines, 
regardless of where in Canada they live. This is a 
clear opportunity for federal government leadership. 

– Tony Dean, former Secretary of Cabinet, 
Government of Ontario

Provinces are laboratories for health policy 
innovation. Federalism means finding a balance 
between pan-Canadian equity and continued 
provincial policy and program innovation. 

–  Patrick Fafard, University of Ottawa

The existing public, single-payer health care sys-
tem is unsustainable unless efficiencies and new 
models of service delivery are implemented. Health 
care costs continue to rise at a rate faster than gov-
ernment revenues and constitute the single larg-
est expense (typically greater than 40% [Sibonney, 
2010; Fekete, 2010]) for all provincial-territorial 
budgets.
 
When Medicare was first introduced, intergovern-
mental agreements were negotiated to ensure that 
the federal government would cover approximately 
45 per cent of health care costs. Over the years, this 
has declined dramatically despite the importance of 
the Canada Health Act and the public’s strong belief 

that all Canadians should have access to good quality 
health care services wherever they live. The federal 
government now contributes between 20 and 23 per 
cent of health care expenditures (Ontario Ministry of 
Finance, 2010; Finance Canada, 2010). 

Beyond this shrinking contribution, current federal 
involvement—such as entering the wait times debate 
only to withdraw soon after, leaving provinces-ter-
ritories on the hook—exacerbates intergovernmental 
tensions and fails to serve a useful role in sustaining 
the publicly-funded health care system over the long 
term.

What role is left for the federal government to meet 
Canadians’ desire to see a strong national health care 
system?

As the second most expensive element of health care 
budgets, pharmaceuticals represent an opportunity 
for considerable cost-savings. The OECD claims 
that the Canadian government needs to take serious 
action to address these rising costs, suggesting that 
drug coverage be administered by a national pro-
gram (OECD, 2010). 

The OECD also points out that Canada is notable 
among its international peers for its lack of drug 
coverage. By creating a federal pharmacare program, 
the federal government could carve out a unique and 
important role for itself in the area of health care—an 
area where the public expects the federal govern-
ment to be involved.
 

 recommended transformative initiative 

Upload responsibility for regulating, admin-
istering, delivering and funding a new single 
national public prescription drug plan to the 
federal government.
 
The Case for Uploading
• Huge administrative efficiencies could be 

achieved if responsibility was consolidated 
federally; the federal government would have 
massive purchasing power, which could lower 
pharmaceutical prices (Gagnon, 2010).

• Both orders of government have a hand in 
pharmaceutical policy. The federal govern-
ment is responsible for patents and the initial 
approval and labeling of prescription drugs; 
provincial-territorial governments fund health 
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care services, including some pharmaceuticals. 
This creates policy incoherence.

• A national pharmacare system would clarify 
accountability in the sector.

• Provincial-territorial cost-savings could be 
reinvested in other areas of the health care sys-
tem, thereby increasing the effectiveness and 
efficiency of the system.

finAnciAl inStitutionS regulAtion

The stability and performance of the Canadian bank-
ing system during the global financial crisis and 
its aftermath have been exceptional. However, the 
non-bank financial sectors are plagued by an ineffi-
cient regulatory landscape characterized by overlap, 
duplication and harmful regulatory competition that 
hinder their growth and competitiveness.
 
This problem is well-documented in the securities 
sector (see Hjartarson, 2010). It is also rife in the 
credit union and mortgage sectors, which are regu-
lated by the provinces, and the insurance and pen-
sion sectors, which are regulated jointly by the prov-
inces and the federal government.
 
Fragmentation along provincial lines has limited 
the ability of credit unions and mortgage brokers, 
for example, to expand into other provinces, under-
mining potential economies of scale in the industry 
and preventing the development of an even stronger 
national brand in financial services.

Efforts to create a single market for these entities 
(whereby, for example, a mortgage or insurance bro-
ker licensed in one province can service other mar-
kets) have been slowed by joint decision traps. It has 
taken Canada’s insurance regulators years to harmo-
nize some basic forms.
 
Provinces have varying capacities to regulate their 
sectors. In many provinces, the legislation governing 
financial entities is woefully out of date. Financial 
regulation is among the federal government’s core 
competencies whereas many provinces just dabble.4

 
Financial regulation is operated on a cost-recovery 
basis. These inefficiencies are paid for by industry 
participants and, ultimately, consumers. What are 

the compliance costs when there are approximately 
3,000 pages of overlapping federal and provincial 
statutes for the insurance sector in Ontario alone? 
What are the compliance costs if one’s firm has 
agents across the country who are subject to 13 other 
sets of idiosyncratic rules and regulations? Why does 
Canada, with a population of 33 million, have 14 or 
more prudential regulators while the UK with its 
population of over 61 million has one?
 
Ultimately, federal regulation of these sectors could 
enhance the efficiency of the economic union and 
boost competition in Canada’s highly concentrated 
financial services sector, where the banks are domi-
nant and consumers lack choice. A financial regula-
tion upload could be examined as part of the recently 
announced review of federal financial regulation 
legislation.

 recommended transformative initiative 

Upload regulation of all financial entities to the 
federal government.
 
The Case for Uploading
• Uploading financial regulation would create 

administrative efficiencies and save financial 
entities and consumers money.

• Uploading would improve the economic union 
by reducing regulatory barriers across the 
country and boost competition in the financial 
sector. Consumers and businesses across the 
country would benefit.

• Uploading would be more effective in ensuring 
high-quality regulatory capacity across the coun-
try and a higher standard of consumer protection.
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PenSion regulAtion 
in cAnAdA 
 
There is no point in having a bunch of little regulators 
apply laws that are similar in scope but different in 
detail. 

– Anonymous Expert Interview
 
The global economic downturn has thrust pensions 
into the public spotlight. Canadians are increas-
ingly concerned about the adequacy of their savings 
and the financial soundness of their pension plans. 
The federal government is reviewing the retirement 
income system. Meanwhile, several provinces are 
considering pension reform.
 
So far, these discussions have not included a dia-
logue on who should be responsible for regulating 
pension savings in Canada. They should. This is a 
potential area where there could be considerable 
gains from rationalizing roles and responsibilities.
 
Through the Income Tax Act, the Government of 
Canada dictates the tax incentives for pension sav-
ings. The federal government also regulates the pen-
sion funds of federal public servants and employees 
who work in federally regulated industries, such as 
aerospace, telecommunications, and airlines.
 
The provinces regulate plans in all other indus-
tries. However, because a pension plan’s regulatory 
home is based in the province where the plurality of 
members reside, Ontario regulates just under half 
of the pension plans in Canada, a sizeable number 
of which have members outside of the province. In 
other words, the Ontario government has regula-
tory oversight over the pension funds of many non-
Ontario residents.
 
Furthermore, pension law is broadly inconsistent 
across the provinces and territories. Ontario, for 
example, is the only province in Canada, and the 
only sub-national jurisdiction in the world, that has 
a Pension Guarantee Fund. The overlap, duplication 
and lack of harmony in pension rules in Canada is a 
constant source of complaint in the sector (Anony-
mous Expert Interview).
 
For efficiency, effectiveness, and accountability rea-
sons, pension regulation should be uploaded to the 
federal government.

food SAfetY
The safety of food in Canada is somewhat 
unpredictable.

- Rick Holley, University of Manitoba

The health of every Canadian depends on access to 
high-quality, safe and affordable food.
 
While the jurisdictional overlap in agriculture has 
typically been managed well due to strong intergov-
ernmental cooperation and strong stakeholder pres-
sure, agricultural product safety issues have caused 
considerable policy challenges and may be one of the 
exceptions to the rule.

Food and animal product safety, including manage-
ment of food-borne emergencies, is handled by both 
orders of government, making cooperation neces-
sary. However, lack of effective coordination has 
meant that accountability is unclear. The uncertainty 
as to who was ultimately responsible for dealing with 
the listeriosis outbreak of 2008 or the BSE outbreak 
in 2003 exemplifies the confusion over accountabil-
ity.
 
The federal government is responsible for safety 
inspection of exported goods, while the provincial 
government inspects goods that are produced and 
sold in local markets. Theoretically, a single national 
standard would clarify accountability and reduce the 
likelihood of food-borne emergencies resulting from 
inconsistent inspection and enforcement.

There is some concern that onerous federal stan-
dards will make compliance for small producers 
(selling locally) too costly. Some industry experts 
believe that a second tier of federal regulation for 
locally sold products that does not impose additional 
standards would effectively eliminate duplication 
and take advantage of greater federal resource capac-
ity.
 

 recommended interim initiative 

Upload food regulation and safety (e.g. setting 
safety standards, ensuring via inspection that 
standards are adhered to, and removing unsafe 
food from the food supply when outbreaks of 
food-borne illness occur) to the federal level.
 
The Case for Uploading
• Current fragmentation creates gaps in regula-

tion and weakens accountability in the sector. 
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It is unclear to Canadians who is responsible 
for the safety of food.

• Uploading would create efficiencies and save 
business and consumers money. There are cur-
rently 14 sets of food safety regulations and 
administration, mostly operated on a cost-
recovery basis.

sTREaMlININg/dIsENTaNglINg

The following sectors represent opportunities to 
clarify responsibilities in areas where compel-

ling arguments can be made for both orders of gov-
ernment to be present. While both orders may wish 
to maintain a presence, there is no need for each to 
perform the same tasks.

income ASSiStAnce
Evidence of the failure of the existing system of adult 
benefits could support an argument for redrawing 
responsibilities as part of a larger policy reform.

- Peter Graefe, McMaster University

Policy makers must overcome a number of systemic 
problems that underpin the outcomes in Canada 
(including) policy making in silos, together with 
poor co-ordination between federal and provincial 
governments in their respective administration of 
employment supports and benefits.

- OECD, 2010

Income assistance programs are a central feature of 
Canada’s social safety net and their effective design 
is a core responsibility of Canadian governments. 

There is a lack of coordination between income sup-
port programs. Governments and departments oper-
ate in silos in the policy field, resulting in significant 
gaps and lack of coherence in programming (Staple-
ton, 2007). 

It has also resulted in muddled accountability. 
“With both the federal and provincial governments 
involved as is the case now, the ultimate accountabil-
ity to the clients for policy performance and out-
comes is divided and often blurred between the fed-
eral and provincial governments” (OECD, 2010, p. 9).
 
There are competing views regarding who should 
ultimately be responsible for income assistance in 

Canada. However, what is clear is that better integra-
tion of social assistance and employment insurance 
programs is required to increase the effectiveness of 
service delivery (Herd, 2006; HRDC, 2000; Graefe 
Consultation, 2010; Stapelton, 2007).
 
There is a strong consensus among anti-poverty 
advocates that the federal government needs to 
adopt a more prominent role in income assistance, 
pointing to the fact that nearly 80 per cent of income 
security is delivered by the federal government (Bat-
tle et al., 2006). Uploading would enhance coherence 
of income assistance programming, minimize gaps, 
particularly for working age adults, and safeguard 
against a provincial race to the bottom in taxation 
and social programs (Oates, 1999).
 
Conversely, the advocates of concentrating income 
assistance at the provincial level point to the federal 
government’s poor management of the Employment 
Insurance program. These advocates argue that pro-
vincial management of income assistance is likely to 
lead to a fairer allocation of supports and temper the 
federal proclivity for introducing an inter-regional 
equalization element into its social programs (Cour-
chene, 1996).
 
Advocates of full provincial responsibility also point 
to the fact that the nature of poverty varies from 
province to province. Each province could poten-
tially benefit from tailoring income assistance to 
meet its particular needs. Such advocates argue that 
a one-size-fits-all approach would exacerbate pro-
gram gaps and fail many groups.

There appears to be a broad consensus around the 
need to integrate federal and provincial childcare 
benefits in order to provide a common benefit plat-
form for families with children receiving social assis-
tance and those working in low-income employment 
(MISWAA, 2006). 

Responsibility for sickness and disability benefits 
also needs to be concentrated at a single level of gov-
ernment in order to plug gaps, improve information 
flows and enable early intervention so that individu-
als get help sooner (OECD 2010). 
  
The way federal and provincial tax systems inter-
act with income assistance programs must also be 
addressed when considering whether to concentrate 
responsibility with the federal or provincial govern-
ments (Graefe, 2010).
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A conclusion has yet to be reached as to whether 
concentration at the federal or provincial level 
would better serve Canadians. What is clear, 
however, is that greater clarification of roles is nec-
essary, and that this should result in either sig-
nificant uploading or devolution, in conjunction 
with improved design of  the income support sys-
tems in Canada. The Mowat Centre has convened 
an Employment Insurance Task Force to further 
explore these questions, with a final report expected 
in Spring 2011.

innovAtion And economic 
develoPment

The basic fact is that what Canada is now doing is not 
working.

- Tijs Creutzberg, Principal, HAL Consulting

Canada has spent a lot on regional economic devel-
opment and innovation and much of that money has 
had little impact on strengthening local economies or 
advancing Canada’s position in the global economy.

Citing just one funding stream, the federal regional 
economic development agencies in Canada are 
scheduled to spend more than $3 billion over the 
next three fiscal years. It is not clear what impact 
these funds are having on economic development—if 
any.

Innovation and economic development in the Cana-
dian federation is plagued by unnecessary policy 
overlap. Both levels of government utilize a myriad 
policy tools. These include everything from tax 
credits and research grants, to university-industry 
partnerships and infrastructure development invest-
ments.
 
Innovation and economic development programming 
can be best understood as falling into three broad 
categories of support (Creutzberg, forthcoming):
 
Support for Framework Conditions
• The federal government takes a lead role in 

broadly fostering the conditions for innova-
tion, in providing R&D tax incentives to firms, 
in controlling the regulatory environment and 
in supporting the research system that gener-
ates new knowledge and supports the training 
of a highly skilled workforce. There is generally 
little overlap in this category. 

Generic Support for the Innovation Process
• In this category, significant vertical and 

horizontal overlap occurs, as each level of 
government supports organizations and pro-
grams targeted at strengthening innovation.

 
Support for Strategic Investments
• Whereas the previous two categories target 

the innovation agenda broadly defined, the 
third targets specific sectors, such as auto 
manufacturing.

 
• Strategic investment in specific sectors is 

dependent on regional specialization that 
can most effectively be managed at the pro-
vincial level. Provincial competency in this 
sector is shown by Quebec’s successful sup-
port of the videogames development industry 
(Savoie, 2001).5

 recommended transformative initiative 

Devolve support for strategic investments to the 
provinces.

Upload support for framework conditions and 
generic support of the innovation process to the 
federal government.
 
The Case for Streamlining/Disentangling
• Strategic investment in specific sectors is 

dependent on regional specialization that can 
more effectively be managed at the provincial 
level.

• Provincial responsibility for strategic invest-
ments will prevent the federal government 
from undertaking regional redistributions 
under the guise of supporting innovation.

• Streamlining will focus each government’s 
activities on its core competencies and reduce 
administrative overlap.

• A less crowded landscape will lower adminis-
trative burdens (e.g. search costs) on stakehold-
ers.

• The federal government has the policy tools 
and expertise to develop framework conditions.
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inSPectionS, inveStigAtionS And 
enforcement (ii&e)

Too often both orders of government still inspect the 
same premises. There is a better way.

- Mel Cappe, former Clerk of the Privy Council

Canadians rely on government to make sure the water 
they drink is clean and the food they eat is safe. How-
ever, it is incumbent upon government that inspec-
tions, investigations and enforcement be conducted 
efficiently and do not impose unnecessary costs on 
business and consumers. Canadian producers are 
subject to global competition and undue regulatory 
burdens can undermine their ability to succeed. 
 
Unfortunately, many of Canada’s industries are bur-
dened with unnecessary costs due to overlapping 
federal and provincial II&E mandates. A crowded 
regulatory framework increases the costs of doing 
business in Canada, as industries are forced to spend 
significant amounts of time and money to navigate 
multiple layers of regulations.

Unnecessary administrative burdens have an impact 
on citizens’ confidence and trust in government.  
Complaints about two orders of “fish police” or other 
duplicative inspections take a toll on citizens’ evalu-
ations of government. There is no reason for two sets 
of inspectors to perform the same job.

In some cases, the provinces are the more knowl-
edgeable and sophisticated regulator; in other cases 
it is the federal government. On a case-by-case basis, 
the federal and provincial governments should work 
together to decide which level is better placed to ful-
fill II&E functions.
 
The two discussions on represent positive and nega-
tive examples of how Canada’s federal system works 
with respect to II&E. The progress achieved in 
environmental assessments illustrates the potential 
that coordination holds for improving the efficiency, 
effectiveness and accountability of II&E.

 bad news 

Effluent Regulation in the Forestry Sector
The regulation of effluent from Canada’s pulp and 
paper mills is crowded with different provincial 
and federal regulatory standards. 

High levels of dioxins were found in paper prod-
ucts and fish species downstream from pulp mills, 
which prompted both levels of government to 
respond with regulation (Harrison, 1996). 

The federal regulatory framework imposes a 
lower standard and the presence of two regula-
tory processes depletes industry resources and 
has “left a legacy of challenges” (Anonymous 
Expert Interview).

According to industry analysts interviewed for 
this study, a more appropriate regulatory strat-
egy would be for strict national standards to be 
enforced locally by provincial regulators. This 
disentangling strategy would allow both levels of 
government to maintain a presence in the sector 
without imposing additional industry costs.

 good news 

Federal-Provincial Environmental 
Assessment Coordination
Environmental assessment (EA) is a good exam-
ple of an area where it would be difficult and unde-
sirable for either order of government to abdicate 
authority.
 
In order to balance the tension between retain-
ing oversight and streamlining processes for 
businesses, Ontario and the federal government 
entered into an agreement on environmental 
assessment cooperation. The 2004 Canada-
Ontario Agreement created an administrative 
mechanism to coordinate the EA process when-
ever projects are subject to simultaneous review 
by both jurisdictions.
 
Under the Agreement, both orders retain their 
legislative and decision-making responsibility. 
Projects still require separate approvals. However, 
decisions are based on the same body of informa-
tion. The timing of approvals and announcements 
are coordinated.
 
The federal-provincial cooperation on environ-
mental assessment is viewed positively and may 
be a potential model for II&E coordination in other 
sectors.

 recommended interim initiative 

Eliminate remaining overlap in II&E through 
a combination of uploading and devolving 
(Ontario should pilot).
  
The Case for Streamlining/Disentangling
• Streamlining government activity so that there 

is one site inspection and one point of con-
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reSeArcH funding in tHe 
PoSt-SecondArY educAtion 
(PSe) Sector 
 
The innovation and R&D landscape in Canada is clut-
tered to the extent that stakeholders have to expend 
precious institutional resources figuring out who does 
what and where funding applications go.

- Anonymous Expert Interview
 
PSE in Canada could also benefit from greater 
clarity related to the objectives and operation 
of federal and provincial-territorial research 
funding programs. Ensuring that the process 
for accessing research funding is as stream-
lined and user-friendly as possible is critical 
to enabling both Canada and individual prov-
inces-territories to maximize the potential 
returns on investments in research.
 
The system in its present form is adminis-
tratively and operationally complex due to 
federal-provincial overlap and lack of coor-
dination. Officials from the university sector 
interviewed for this paper have described the 
federal-provincial research funding environ-
ment as a considerable drain on the sector’s 
administrative capacity.
 
Further, unilateral action at the federal level 
has created additional funding pressures on 
provinces. For example, the Canada Founda-
tion for Innovation (CFI) is the principal federal 
mechanism to support research infrastructure. 
The CFI will fund up to 40 per cent of the capi-
tal costs for a project on a competitive basis, 
with the remaining 60 per cent funded from 
other sources. This federal contribution is typi-
cally matched by various provincial funding 
agencies. However, the CFI’s decisions place 
significant funding pressures on the provinces 
during the budget planning period and divert 
provincial resources from other priorities. 
This is particularly problematic for some small 
provinces.
 
Clearly defined roles are necessary to effec-
tively fund university research. A federal-
provincial dialogue is required to streamline/
disentangle the sector and to ensure that the 
returns on these programs are maximized.

tact for business and individuals will improve 
the efficiency of inspections, investigations 
and enforcement, reducing the costs borne by 
industry.

• Coordination between the different orders 
of government will close gaps in regulation, 
increasing the effectiveness of II&E systems 
and better protect public health and safety.

• Better coordination will improve accountabil-
ity for regulatory failures and successes.

• A bilateral process between the federal govern-
ment and one provincial government is more 
likely to lead to progress than a full-blown 
multilateral F-P-T process, given that the areas 
where duplication occurs differ from province 
to province.

correctionS
The two-year rule is an accident of history that is no 
longer justifiable.

- Mel Cappe, former Clerk of the Privy Council

No one we spoke with was able to offer a rationale 
for ‘two years’ although there was some suggestion 
that it could be a reflection of 17th century sentencing 
patterns in England.

- Changing Face of Corrections 
Task Force (CFCTF) 2009: p.23

 
Effective correctional services are essential for 
maintaining the safety of Canadian communities and 
successfully rehabilitating offenders. Unfortunately, 
the system is confusing and complicated by an arbi-
trary distribution of responsibilities between govern-
ments.
 
The “two-year” rule dictates that sentences of two or 
more years be served in federal penitentiaries, while 
sentences under two years be served under provin-
cial jurisdiction.
 
The Constitution Act of 1867 allocates responsibil-
ity over “penitentiaries” to Parliament, and gives 
provinces jurisdictions over “prisons and reforma-
tories,” but does not detail the difference between 
the two. The two-year rule was an ad hoc attempt to 
clarify this ambiguity (CFCTF, 2009) but it no longer 
reflects sentencing patterns in Canada. As noted by 
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Policing
Provincial relationships with a federally subsidized 
and centrally controlled provincial RCMP have 
become increasingly conflictual, as federal 
responsibilities and centralized decision-making clash 
with provincial politics and regional policing concerns.

- Christopher Murphy, 1998

Policing is integral to the safety of Canadians and 
their communities. There are legitimate doubts 
about the efficiency and effectiveness of the current 
division of policing authority in Canada. 
 
All but two provinces—Quebec and Ontario—have 
entered into contracts with the Royal Canadian 
Mounted Police (RCMP) for the provision of policing 
services.
 
Data from the Canadian Centre for Justice (CCJ) 
suggests that Ontario’s provincial police force is 
both less expensive on a per-capita, per-detachment 
basis, and better at containing costs than the RCMP 
(Cooper and Koop, 2003). The efficiency gains from 
provincial policing will save money.
 
The current method, whereby a federal police force is 
contracted to police small communities, may misuse 
the core competencies of the RCMP. “Federal police 
are not particularly concerned with enforcing laws 
against public order offenses, which are more local 
and variable than is major crime” (Cooper, 2003).
 
Instead of diverting the RCMP from enforcing 
federal law—white collar crime, organized crime, 
international security, etc.—provincial police forces 
should be introduced to more effectively address 
small community needs to which they would be 
better attuned. This would enable a greater focus of 
resources on policing issues that demand a federal 
approach, such as organized crime and international 
security. 

A discussion needs to happen about reducing dupli-
cation of enforcement services. For example, both 
Ontario and the federal government operate sex 
offender registries and forensic services. Does it 
make sense for these to be consolidated at the federal 
level?

Streamlining/disentangling can generate economies 
of scale (e.g. forensic services) and enable consis-
tent approaches to trans-boundary issues (e.g. sex 
offender registries. 

the CFCTF report, the rule creates an “artificial bar-
rier to efficient and effective programs and facilities 
and it deprives large numbers of offenders programs 
that could benefit them and enhance public safety” 
(CFCTF, 2009: p.24).

The result is duplication of programs and services, 
impeding the effectiveness and efficient administra-
tion of Canadian corrections (Griffiths, 1998) and 
creating tension over cost-sharing.
 
Expert consensus converges on the need to redraw 
the line “between long-term programs aimed at 
criminal behaviours and short-term programming 
aimed at issues that can be addressed—or at least 
started to be addressed—in a very limited time 
frame” (CFTCF, 2009).

 recommended interim initiative 

Upload responsibility for offenders sentenced to 
six months or more to the federal level. Devolve 
responsibility for offenders sentenced to less 
than six months to the provinces (as recom-
mended by the CFCTF).6

  
The Case for Streamlining/Disentangling
• Clearly assigning responsibility for corrections 

services based on a distinction that makes 
sense will minimize duplication, improving the 
sector’s efficiency.

• Disentangling corrections services will allow 
each order of government to better target its 
efforts and develop core competencies. For 
example, the provinces have more experi-
ence and more capacity to deliver community 
supervision, a typical feature of sentences of 
six months or less (CFCTF 2009).

• This approach upholds the functional division 
of responsibilities within Canada’s constitu-
tional framework (i.e. it does not require con-
stitutional amendments).

• Governments should bear the costs of their 
own policy decisions. Currently, the federal 
government can undertake changes to the 
criminal law which impose huge fiscal burdens 
on provinces.
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redeveloPing tHe 
toronto WAterfront 

Few cities around the world have sought to 
redevelop industrial lands and waterfronts 
with direct involvement from three or more 
levels of government. It’s rare for a reason: 
the governance challenges are too unwieldy.

 – Gabriel Eidelman, University of Toronto

When the Royal Commission on the 
Future of the Toronto Waterfront 
began its work in 1988 to unlock rede-
velopment efforts, up to 100 gov-
ernment bodies held some jurisdic-
tion over waterfront lands. Twenty 
years later, that number has gradually 
been reduced due to the formation of 
Waterfront Toronto, a joint federal, 
provincial, and municipal development 
agency meant to cut through the grid-
lock.

Yet, despite being granted legal auton-
omy under its own provincial legisla-
tion, the corporation still cannot mort-
gage assets, acquire land, or borrow 
money without the express consent 
of all three levels of government. Rev-
enues flow instead from contribution 
agreements negotiated behind closed 
doors by the three governments on a 
project-by-project basis.

This arrangement has left Waterfront 
Toronto vulnerable to bureaucratic and 
political delays replicated at each level 
of government. Over the last decade, 
at the federal level alone, it has worked 
with five different cabinet ministers, 
across six different departments, and 
under three different political admin-
istrations. Such instability precludes 
the long-term outlook necessary for 
successful redevelopment (Eidelman, 
forthcoming).

The creation of autonomous provincial policing 
forces may make particular sense for larger prov-
inces such as Alberta and BC that could replicate the 
efficiencies of Ontario’s system. 

 recommended interim initiative 

Streamline/disentangle policing by ensuring 
that police forces strengthen their ability to 
fulfill their core responsibilities. 
  
The Case for Streamlining/Disentangling
• Provincial police forces could more effectively 

provide policing services that address the local 
needs of small communities.

• Provincial police forces, based on current data, 
can deliver services more efficiently.

• The RCMP should focus on its core competen-
cies and improve its capacity to perform its 
core duties related to organized crime, trans-
border issues and other matters.

governAnce
The “joint decision trap” emerges when autonomous, 
interdependent actors committed to consensus 
decision-making seek to make decisions. The time 
and cost of coordination can escalate; solutions may 
be avoided or simply express the lowest common 
denominator.

- David Cameron & Richard Simeon, 2002 

In its 2010 Speech from the Throne, the federal 
government committed to eliminate unnecessary 
appointments to federal agencies, boards, commis-
sions and Crown corporations. This commitment 
should be extended into a broader examination 
of the federal participation in decision-making in 
areas of clear provincial jurisdiction.
 
In these areas, inaction often prevails due to joint 
decision traps and conflicting aims, goals and dis-
putes over funding. This is particularly true in the 
urban development field. 
 
For example, the complexity of governance relation-
ships at play in the development of the Downsview 
Park project has significantly undermined policy out-
comes. “In general, the more fragmented power and 
agendas were, the poorer the eventual policy outputs 
of a given policy initiative were” (Horak, 2009). 
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fulfilling tHe federAl role in 
tHe environment 

Constitutionally, the environment is shared jurisdic-
tion. This has led to some confusion about who is in 
charge when it comes to climate change, water and 
many other environmental issues. When viewed 
through the lens of efficiency and effectiveness, it 
makes the most sense for the federal government to 
play the lead role in regulating greenhouse gas and 
water.

Environmental issues often know no boundaries and 
they are best managed on the largest scale possi-
ble—globally if possible, nationally as a second best-
outcome. The incentives for free-ridership and the 
inability of very small geographic units to deal with 
externalities in the environmental space suggest that 
local or provincial responsibility will produce less ef-
fective outcomes.

Most economists will argue that sub-national govern-
ments in federations should avoid taxing mobile eco-
nomic units such as corporations (Oates, 1999). While 
some provincial governments (Quebec and BC) are 
dabbling with carbon taxes, it is possible that corpora-
tions would vote with their feet in search of locations 
more accommodating of environmentally unfriendly 
practices, taking jobs and investment with them.
 
Similarly, climate change is a trans-boundary, global 
issue that demands a coordinated strategy within and 
across borders. International relations are a federal 
jurisdiction and a core competency of the federal gov-
ernment.   

A parallel logic applies in water policy. Just as CO2 
emissions cannot be contained within jurisdictional 
boundaries, fresh water moves between provinces-
territories and internationally, which also necessitates 
a national coordination mechanism. 

However, as Thomas Axworthy recently wrote “over 
the past two decades, the ability of the federal govern-
ment to act on water has been systematically cut and 
programs that used to support our national capacity 
to protect water no longer exist” (Axworthy, 2010).

There are almost certainly areas of environmental 
regulation related to water that should remain pro-
vincial and/or local, such as licensing municipal wells 
or protecting groundwater at its source through local 
planning and zoning. However, the logic for a strong 
federal role is compelling.

When the federal government involves itself in the gov-
ernance of municipal policy-making, significant time 
and resources are devoted to lobbying and bargaining, 
lengthening project timelines and reducing political 
will to achieve desired policy ends (Horak, 2009).
 
Similar challenges have faced the development of 
Toronto’s waterfront. Years of broken commitments 
and disputes between all levels of government have 
plagued the development of what should be a widely 
celebrated and enjoyed public space in downtown 
Toronto (Horak, 2008).
 
Canada used to have the luxury of indulging intergov-
ernmental conflicts for decades before municipal proj-
ects were built. The world is moving along. The time 
for this Canadian self-indulgence is over.

recommended interim initiative 

Federal government should get out of decision-
making processes where it does not serve a vital 
need and where the legitimate interest is local 
and/or provincial rather than national. 

The Case for Streamlining/Disentangling
• Removing an order of government will speed the 

pace of decision-making processes and facilitate 
better policy outcomes.

• There is legitimate federal interest in some issues 
related to the use of federal crown lands, whereas 
there is no legitimate national interest on others.

not-for-Profit
I’ve been doing this for so long and I still feel like I 
don’t know what’s going on. Every day, there is another 
limitation. I’m always finding out that something I’ve 
done for years is now illegal.

- Anonymous Expert Interview

The not-for-profit sector is growing both in size and 
importance in Canada. The sector is vast, accounting 
for $100.7 billion and seven per cent of the Canadian 
economy (Statistics Canada, 2009). Ontario alone has 
46,000 not-for-profit organizations which generate 
revenues of $29 billion and employ 16 per cent of the 
province’s population (Eakin and Graham, 2009).

There have been many intergovernmental initiatives to 
eliminate barriers to the smooth functioning of Cana-



29An Agenda for a more Efficient, Effective and Accountable Federation

da’s economic union (e.g. the Agreement on Internal 
Trade) and the social union (e.g. the Social Union 
Framework Agreement). There remain, however, 
many intergovernmental barriers to the smooth func-
tioning and the growth of the not-for-profit sector.

Provinces maintain constitutional jurisdiction over 
charitable and non-profit entities and have engaged 
in efforts to strengthen the sector. For example, 
Ontario has attempted to loosen provisions to allow 
greater autonomy in generating revenues through 
its Good Government Act (Bill 212), while BC, New 
Brunswick and other provinces-territories have 
moved forward with aggressive and innovative strat-
egies to support social enterprise and the growth and 
entrepreneurship of the sector.

The federal government, through the Canada Rev-
enue Agency (CRA) and the Income Tax Act (ITA), 
maintains jurisdiction over the charitable status and 
taxation issues related to the sector. Strict federal 
interpretation of charitable and tax-exempt activi-
ties are often in direct contradiction with provincial 
strategies for the sector.

The result of shared jurisdiction is a lack of coher-
ence in the not-for-profit sector. The issue has 
become even more important because governments 
are increasingly looking to the sector as a partner 
in program delivery. Across provinces-territories, 
there is broad consensus that charities and non-prof-
its need more opportunities to generate revenue in 
order to occupy the space vacated by governments, 
but the CRA is an obstacle.

Other countries, such as the UK, are finding ways to 
support the growth of the sector by creating space 
for social enterprise, including more freedom to gen-
erate revenue. Canada needs a mechanism that helps 
clarify the fragmented regulatory landscape.

 recommended interim initiative 

Streamline/disentangle responsibilities 
in the not-for-profit sector to ensure 
complementarity between provincial social 
enterprise strategies and the CRA. A federal-
provincial-territorial working table should be 
established to clarify responsibilities.

 The Case for Streamlining/Disentangling
• The lack of federal-provincial-territorial coor-

dination is a barrier to improving effectiveness 

and to the emergence of a nationally inte-
grated, entrepreneurial not-for-profit sector.

• Streamlining federal-provincial-territorial leg-
islation will eliminate interprovincial-territo-
rial barriers and enable the sector to maximize 
administrative efficiencies on a national scale.

• Growth of the not-for-profit sector will be vital 
to the realization of government cost-savings 
and efficiencies.

coNclusIoN

Canada’s federal system of government has 
been a success story. It has permitted the 

accommodation of diversity, the building of national 
projects and the exercise of local autonomy to 
respond to local preferences. There is much to be 
proud of, but we have become complacent. 

We have been too quick to congratulate ourselves 
for our ability to manage a diverse federation rather 
than acknowledge that much can be improved. Most 
who work in government know this but work in a 
system that is difficult to change.
 
The way Canada’s federal system works is too costly, 
too inefficient, too closed to public engagement and 
hinders innovation in policy-making and service 
delivery. It is slow in a world that is quick.
 
It is also too unaccountable, because when more than 
one government jostles in the same policy space, it is 
difficult for citizens to know who is in charge—often 
because everyone is, or no one is.
 
The paper has made recommendations that 
will improve policy development and program 
delivery. The recommendations do not presume 
that Canadians care which government delivers a 
particular service. In fact, more than “who does 
what,” Canadians care about governments delivering 
public services efficiently. This is another reason 
why it makes sense to look for opportunities to 
upload, devolve or streamline roles.  

This paper has scoped out a broad reform agenda. 
Individual observers will no doubt disagree with any 
number of the specific recommendations, worrying 
that they either weaken the federal government or 
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strip sub-national governments of their autonomy.

Yet we believe this paper has struck a balance by 
recommending a strong federal presence in those 
areas where the federal government can play a 
useful and productive role—both strengthening the 
economic union and reinforcing Canadians’ common 
citizenship—and a strong provincial-territorial role 
where they are better able to develop, design and 
implement programs and services to suit their local 
circumstances. This vision could also include deeper 
asymmetry in Canada given that not all provinces-
territories will support all of the items identified.

Even when an issue is devolved, intergovernmental 
agreements can ensure that the federal interest is 
protected. This could include strong assurances 
that the federal government will receive public 
credit for the funds it spends and safeguards around 
the protection of linguistic minorities and other 
vulnerable groups.

This paper aspires to initiate a national conversation 
on the overarching agenda. The overall objective 
is to reduce the number of areas in which the 
agreement of more than one government is necessary 
before change can occur. Clarifying roles and 
responsibilities in Canada’s messy intergovernmental 
landscape will strengthen the federation and better 
serve Canadians. MC
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appENdIx
RESEARch DESIGN

Literature Review
The Mowat Centre examined the public policy literature across the major sectors of government activity.
 
Expert Survey
The Mowat Centre conducted a survey of Canada’s foremost sector experts in the scholarly community. These 
experts were asked to complete a questionnaire on their areas of expertise, aimed at identifying areas where re-
calibrating roles, responsibilities and intergovernmental collaboration could produce tangible gains in efficiency, 
effectiveness and accountability.
 
In a few instances, these surveys were supplemented by interviews with civil society organizations and business 
associations. A number of experts consulted for this study requested anonymity.
 
Expert Panels
The Mowat Centre hosted two panels, one with senior and renowned scholars of federal-provincial relations, and 
the second with former senior federal and provincial officials. The panels offered unparalleled expertise that has 
been used to inform the recommendations for re-calibrating roles and responsibilities in the federation.  These pan-
els were supplemented with interviews with retired senior federal and provincial officials.
 
Survey of Government
The Mowat Centre also posed a number of questions to current government officials in order to probe the rationale 
for current arrangements and the plausibility of change.
 
Over 50 scholars, practitioners and current and retired government officials participated in the interview, question-
naire and panel processes, including those identified in the list below. However, the opinions and recommendations 
expressed are those of the Mowat Centre. Some experts consulted for the paper have requested anonymity.

Experts Consulted
George Anderson, Forum of Federations, former Deputy Minister of Intergovernmental Affairs, Canada
Joan Andrew, former Deputy Minister, Citizenship & Immigration, Ontario
David Cameron, University of Toronto, former Deputy Minister of Intergovernmental Affairs, Ontario
Mel Cappe, former Clerk of the Privy Council
Ian Clark, former Deputy Minister and Secretary of the Treasury Board, Canada
Tijs Creutzberg, HAL Consulting
Tony Dean, former Secretary of Cabinet, Ontario
Gabriel Eidelman, University of Toronto
Patrick Fafard, University of Ottawa
Bill Fearn, former Deputy Minister of Federal-Provincial and International Relations, Newfoundland and Labrador 
Peter Graefe, McMaster University 
Diane Gray, former Deputy Minister of Federal-Provincial and International Relations, Manitoba
Alex Himelfarb, former Clerk of the Privy Council
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ENdNoTEs
1. For a more detailed discussion of the rationale for who does what in a federation see, for example: Oates, 1999; Boad-

way, 2001 and Boadway and Shah, 2009.

2. “There are currently a number of federal labour market programs that target some under-represented groups, such as 
youth, older workers and persons with disabilities. The Government is also proposing to explore with provinces and 
territories the feasibility of transferring, within the context of the bilateral agreements, the responsibility for delivering 
these programs and the funding associated with them, which currently totals well over $500 million per year” (Gov-
ernment of Canada, Budget 2007).

3. Germany’s federal government provides financial assistance to its state (Lander) governments to design and imple-
ment housing policies that respond to the particular needs of their constituencies. The German model has proven to 
be flexible in administering effective social housing policies (Schlosser, 2004).

4. The federal government has acknowledged the barriers to a national credit union system. Legislation will soon be in 
place to allow credit unions to opt into federal regulation. However, not all provinces will grant their credit unions this 
option, thereby further confusing the regulatory landscape.

5. See Savoie, 1986. On a number of occasions, the federal government has countered this economic dynamic by direct-
ing significant innovation/R&D support to regions lacking in the needed industry/knowledge capacity required to 
realize outcomes. The space sector has been subject to many of these decisions, most famously the decision to locate 
the Canadian Space Agency in St. Hubert.

6. There are other examples of efficiencies from rebalancing roles and responsibilities in the corrections sector that are 
beyond the scope of this paper, but are worth examination. For example, BC has discontinued the British Columbia Pa-
role Board in favour of transferring jurisdiction to the National Parole Board. Should this approach be replicated across 
the federation?
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