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Financial transfers between regions of a country are
ubiquitous. Richer regions contribute to poorer ones
directly, through programs like equalization, and indirectly,
through federal tax and spending decisions. How large are
inter-provincial transfers in Canada? How have they
changed over time? What effect do such transfers have on
provincial economies? How does equalization work, and
how might it work better? These questions are especially
important as low oil prices strain the “have” provinces of
Alberta, Saskatchewan, and Newfoundland. The talk will
explore the latest data on both direct and indirect fiscal
transfers in Canada. It will cover ongoing research that
quantifies the effect of transfers on provincial economies.
We will see contributor regions experience significant real
income losses while recipient regions experience gains.
This goes beyond equalization. Newfoundland, which does
not receive equalization, gains much from indirect inter-
provincial transfers. The talk will conclude by considering

various potential changes to Canada’s equalization
formula.
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