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1. INTRODUCTION

Agriculture Canada is concerned about the funding of agricultural programs as
the number of shared-cost federal-provincial programs increase and requests from
provinces for special assistance proliferate. Many of these requests are justified on the
basis that the provinces do not have the ability to pay or the widespread extent of the
problem. This raises questions of the appropriate interrelationships between agricultural
programs and the federal-provincial fiscal arrangements. This study is designed to gain
a better understanding of the principles involved in the federal-provincial fiscal
arrangements and their relevance for agriculture and to establish clearer guidelines in
responding to provincial requests.

This study examines the basis for federal-provincial fiscal programs and federal
transfer programs from a theoretical, legal and historical point of view. It also
examines the special case of agriculture and the shared federal-provincial responsibility
for agriculture under the constitution. A primary focus is to assess the rationale for
special assistance programs for provinces or commodity groups such as those for grain
farmers within the context of the overall framework of federal-provincial fiscal
relations. The study also examines the fiscal consequences of increasing shared-cost
programs in agriculture.

Section 2, which covers Phase I of this study, assembles the background
information on the federal-provincial fiscal arrangements. It includes a review of the
evolution of the federal-provincial arrangements from a historical and legal point of
view, tracing developments from the Rowell-Sirois Commission on Dominion-Provincial
Relations, the National Adjustments Grants and tax sharing, to the Fiscal Arrangements
Act (1987). The Canadian experience with shared-cost programs is summarised. The
Disaster Financial Assistance arrangements are examined. The fiscal implications of the
constitutional division of responsibilities between federal and provincial governments
are also reviewed and analyzed. Section 2 of the study also contains a review and
analysis of the available data on federal-provincial fiscal arrangements including trends
and provincial distribution and provincial fiscal capacity and expenditure needs.

Section 3, which covers Phase II of this study, focuses on the implications of the
federal-provincial fiscal arrangements for agriculture. The relevance for agriculture of
other sector transfer programs in such areas as health and education as well as general
transfer programs such as equalization is considered. Section 3 also examines the
constitutional basis for federal shared-cost programs in agriculture, the rationale for
federal shared-cost programs in agriculture, the evolution of shared-cost programs in
agriculture, the fiscal consequences of increasing shared-cost programs in agriculture,
and the implications for cost sharing of programs in agriculture. Section 3 also presents:
conclusions on the implications of the fiscal arrangements and agricultural programs for
future cost sharing relationships with the provinces. Issues critical for the development
of principles for cost sharing with the provinces are underlined; some guidelines to
assist in the development of future shared-cost programs in agriculture are offered; and
some suggestions for further work.



