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Bending Canada’s Healthcare Cost Curve: 
Watch Not What Governments Say, But What They Do

by
William B.P. Robson

 Provincial and territorial healthcare spending has been outgrowing Canada’s 
economy for years. So reports from the Canada Institute for Healthcare 
Information (CIHI) showing deceleration have been welcome news.

 The annual spending numbers for the most recent year of each CIHI report are 
based on government budgets estimates, however. Revisions based on actual 
results have tended to show larger increases.

 This history of healthcare spending overruns means Canadians must wait for 
the final numbers – not what governments say, but what they do – before 
concluding that public healthcare spending is growing at a sustainable rate.

 I thank Colin Busby, Åke Blomqvist, members of the C.D. Howe Institute’s Health Policy Council 
and several anonymous reviewers for comments on earlier drafts of this paper. I am solely responsible 
for any remaining errors and for the conclusions.

1 www.cihi.ca/CIHI-ext-portal/internet/en/Document/spending+and+health+workforce/spending/
RELEASE_29OCT13.

2 www.cihi.ca/CIHI-ext-portal/internet/en/Document/spending+and+health+workforce/spending/
RELEASE_30OCT12.
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“Canada curbs health spending…” began the press release announcing the Canada Institute 
for Healthcare Information’s 2013 report on national healthcare spending.1 The thrust of that 
headline was not new. The release for its 2012 report read: “Canada’s health care spending growth 
slows....”2 Since 2008, each of the organization’s reports on National Health Expenditure Trends 
(NHEX) has shown decelerating provincial and territorial health spending in the year of the report.
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These announcements came as a relief for Canadians concerned about the pressure of publicly funded 
healthcare on national resources. Increases in provincial and territorial healthcare spending have long outpaced 
growth in Canada’s economy. As a matter of plain arithmetic, growth in government healthcare budgets that 
consistently outruns the economy is ultimately not fiscally sustainable. For some observers (Busby and Robson 
2014; Dodge and Dion 2011) the prospect of demographic forces and labour costs continuing to raise publicly 
funded healthcare’s draw on national resources requires substantial reforms. For people more inclined to favour 
modest changes to what they see as a fundamentally sound system, the relentless pressure from health spending 
on other programs and taxes is a problem. Either way, slowing spending growth – or “bending the cost curve” 
in the words of Mendelsohn and Falk (2013) – to a rate that is in line with, or even below, the rate of economic 
growth is welcome news.

The figures compiled by the Canada Institute for Healthcare Information (CIHI) do show a marked 
moderation in the growth of provincial and territorial healthcare spending since 2008. 

However, CIHI’s figures should come with a user warning: “check against delivery.” The annual spending 
numbers for the publication year of each report are forecasts based on government budgets and spending 
estimates, not on actual results. CIHI does not have actual, audited spending numbers for the report publication 
year, or the prior year. For example, the 2013 report contained forecasts for spending in 2013 and 2012. CIHI 
uses budget and spending estimates for the sake of having timely tallies, and revises the numbers in later reports 
as actual spending data become available. The revised numbers are drawn from provincial and territorial Public 
Accounts of revenue and spending data that appear several months after the end of each fiscal year (which ends 
March 31).

So the latest year in the NHEX for which essentially complete actual data are available is two years before the 
publication year (eg., 2011 in the 2013 issue). CIHI marks the latest two years in its tables with an “f” to indicate 
that the figures for those years are forecasts. As well, further revisions to years not marked with an “f” sometimes 
occur as yet more actual figures come available. 

Using budgets and spending estimates as inputs rather than waiting for actual numbers would not create a 
problem if governments typically did what they say they will do – or, more precisely, if differences between what 
they say and what they do were small and random. As Busby and Robson (2014) have documented, however, 
government budgets are not unbiased guides to results. It is not just that governments tend to miss budget 
targets – no organization hits its budget targets exactly. It is that the misses have a predictable element that is 
large enough to matter. Over the decade to the 2012/13 fiscal year, the average annual increase in spending by 
Canada’s provincial and territorial governments reported after year-end was 2.7 percent larger than anticipated in 
their budgets. This upward bias in results as compared to budgets makes it natural to wonder if CIHI’s numbers 
for the publication year in each NHEX report have tended to show smaller increases than the actual figures 
for that year show in subsequent NHEX reports. If they do, it would cast doubt on recent numbers that show 
provincial and territorial healthcare spending growing at a sustainable rate.

Addressing the first part of this question is straightforward. Each NHEX report has shown (among much other 
information) historical figures for healthcare spending by provincial and territorial governments going back 
to 1975. So it is not complicated to compare successive versions of the report to see how CIHI has revised the 
initial estimates shown for each report’s publication year over time. For example, we can compare the spending 
increases shown for 1998 in the 1998 NHEX report with the spending increases shown for 1998 in the most 
recent report for 2013. And we can compare the increases shown for 1999 in the 1999 report with those for 
1999 in the 2013 report. And so on. Starting with 1998 gives 14 years – from 1998 to 2011, the most recent 
year without an “f” in the 2013 report – over which to compare initial forecasts to later figures, and see if the 
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tendency for provincial and territorial governments to budget less than they end up spending has affected the 
CIHI numbers.

The results (Figure 1) contain some good news and some bad news. The good news is that the actual 
numbers for 2011 (the red bars in the figure) show a deceleration in provincial/territorial government 
healthcare spending to a growth rate of about 4 percent. This is the lowest increase since the reports began. 
From 1998 until 2010, provincial and territorial governments’ healthcare spending increases were consistently 
above 6 percent – well above any sustainable rate of economic growth – whereas numbers below 4 percent 
should prove sustainable in the decades ahead.3

The bad news, however, is that the forecasted numbers for each report’s publication year have tended to 
understate the increase revealed by the later actual numbers. Between 1998 and 2011, the 2013 report shows 
actual spending increases larger than those previously estimated in 12 of the 14 years (the green bars in the 
figure show the differences between the initial forecasts and the later actuals). And the downward revisions in 
2001 and 2005, the two exceptions, were tiny in comparison to the upward revisions over the rest of the period.

On average from 1998 to 2011, actual provincial and territorial government healthcare spending rose  
0.9 percentage points faster than the initial budget-based estimates had predicted each year. While a 0.9 percent 
spending over-run in a single year would not be alarming by itself, consistent over-runs of that size raise a couple 
of issues.

Looking back, compounding 0.9 percent over the 14 years from 1998 to 2011 produces an over-run of  
14 percent. Given the scale of provincial/territorial government healthcare spending in Canada, an over-run of 
14 percent cumulates to a large dollar figure. Applying that 14 percent to the 2013 NHEX report’s forecast for 
2013 to provide a sense of recent scale – and not allowing for potential upward revisions to the 2013 number 
that might occur in the future – it implies that those governments’ healthcare spending in 2013 would have been 
some $19 billion lower if the budget-based numbers in each NHEX report had been borne out. $19 billion is a 
huge number – larger than the entire healthcare budgets of any province but Quebec or Ontario.

Looking forward, a consistent underestimate of actual spending of 0.9 percent annually could decisively 
affect judgments about sustainability. Most estimates of the sustainable rate of economic growth over the next few 
decades come in slightly below, or at, 2 percent in real terms. With the 2 percent inflation rate targeted by the 
Bank of Canada, this real growth rate would imply about 4 percent annual growth in nominal dollars. With that 
nominal growth in the overall economy, healthcare spending increases of, say, 3.5 percent would be more than 
sustainable: they would create room for expansion in other programs, retirement of debt, and tax relief. With 
the same economic growth rate, however, healthcare spending increases 0.9 percent annually larger – that is, 
4.4 percent – would be a problem. They would threaten more of what we have seen in the past: erosion of other 
programs, a tendency for provincial and territorial public debt to rise, and upward pressure on tax rates.

The collecting of actual numbers for 2012 and 2013 will not likely reverse the slowing trend shown in the red 
bars in Figure 1 since 2008. Indeed, the deceleration in 2012 reported in the 2012 report appears even more 
marked after the first round of revisions for that year: the 2013 NHEX report’s revised number for 2012 – still 
marked with an “f”– is actually 0.1 percent lower than what the 2012 report had shown. The longer record 
suggests, however, that downward revisions are much rarer than upward revisions, and some likelihood that the 

3 With 2 percent inflation, and long-term real economic growth likely to be around 2 percent – and certainly not 
above 3 percent – any rate of current-dollar healthcare spending increase above 5 percent is unsustainable.
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2013 numbers may exaggerate the deceleration. The evidence of a downward bias in the budget-and-estimate-
based numbers for each publication year is strong enough to lead a reasonable person to anticipate an upward 
revision to spending in 2013 when the actual numbers become available – that early indications of Canada’s 
success in bending the health cost curve were exaggerated.

How serious health spending over-runs have been in the past – and, if the past is a guide to the future, how 
likely they are in 2013 and beyond – varies by province and territory. As Busby and Robson (2014) document, 
some provinces and territories have been more prone to spending over-runs than others over the past decade. 
With healthcare being by far the largest program item in provincial budgets, it seems likely that healthcare 
spending over-runs would be part of the story for chronic over-spenders. 

Experience did vary across the country from 1998 to 2011 – often, though not always, in the way an 
examination of overall budget accuracy would suggest. The record of revisions to healthcare spending in the 
NHEX reports over the period by jurisdiction appears in Figure 2 (the blue bars).4 While the national average 
upward revision was 0.9 percent annually, that reflects the moderating influence of a relatively small number  
of provinces – Ontario, Manitoba and British Columbia – that collectively account for a relatively large share of 

Figure 1: Provincial/territorial Government Healthcare Spending Growth: Publication Year 
Projection vs. Actual Numbers from the 2013 Report

Source: CIHI NHEX 1998-2013.
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4 The comparison does not include the numbers for the Northwest Territories before the creation of Nunavut, series 
for both of which start in 2000 for the NHEX data and 2000/01 for the budgetary and public accounts data.
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the national economy. A large number of smaller jurisdictions had bigger upward revisions: averaging  
across every government, and weighting them equally, the average upward revision over the 14 years was  
2.1 percentage points.

Figure 2 also shows, for the fiscal years 1998/99 through 2011/12 – the years that mainly overlap with the 
calendar years in the NHEX – the record of total spending misses. These are calculated by comparing budgeted 
spending increases for a given year with actual spending increases reported in each province and territory’s 
public accounts. 

Upward revisions to initially estimated healthcare spending over the period are just about a universal 
experience. While they were negligible in Manitoba and very small in British Columbia, they were substantial in 
several eastern and prairie provinces, and huge in the territories. Overshoots in total spending are also just about 
universal. This correlation says nothing about cause and effect. The federal government repeatedly boosted its 
transfer payments over this period, including those intended to support healthcare spending, which may have 
encouraged in-year increases by the recipients. But healthcare is a large enough component of provincial and 
territorial budgets that overshoots or undershoots would tend to move the totals even if no common factors were 
affecting both.5 Whatever the explanations and correlations, Canadians should take the message of a decisive 
moderation in the rate of healthcare spending increases in the NHEX’s most recent year with a grain of salt.

The key takeaway from this examination of the NHEX numbers is not that governments are failing to bend 
Canada’s healthcare cost curve. As the reality of slower economic growth has sunk in and the pressure of 
healthcare budgets on other spending programs, taxes and the bottom line has intensified, governments have 
tightened their focus on containing healthcare cost increases and getting more bang for each health buck spent. 
The unsustainable increases in provincial and territorial healthcare spending evident in CIHI’s historical figures 
from 1998 through 2010 were followed by a much more moderate increase in 2011. The first revision to 2012’s 
even more moderate increase did not raise it, and even if 2013’s preliminary numbers do undergo an upward 
revision more typical of longer-term experience, it will still register as a relatively sustainable rate of growth.

The examination does show, however, that initial publication-year estimates of provincial/territorial 
government healthcare spending based on budgets and spending estimates in the NHEX surveys have tended to 
understate the increases that actually occurred. Subsequent revisions based on actual spending show that over 
the 1998-2011 period, healthcare spending by those governments grew some 0.9 percentage points faster than 
the preliminary numbers suggested when weighted by each government’s share in the national total, and  
2.1 percentage points faster when each government is weighted equally. 2012 and 2013 may not follow that 

5 Comparing over- and under-shoots of total revenue and spending (as in Busby and Robson 2014) with revisions 
to the CIHI numbers for healthcare spending on an annual basis is complicated by the fact that the total revenue 
and spending numbers are on a fiscal-year basis running from April 1 to March 31 and the CIHI numbers are for 
calendar years. Comparing the total spending over- and under-shoots with healthcare revisions on an annual basis 
from 1998 to 2011 (using the fiscal years with the nine-month overlap for the comparison) does show positive 
correlations for nine of the ten provinces, with Alberta being the sole exception. The correlation coefficients are 
not typically very large, however – only Saskatchewan and British Columbia have coefficients higher than 62 
percent – and in any event, as noted in the text, do not tell any definitive story about cause and effect. The annual 
correlations between revenue over- and undershoots and healthcare revisions are positive in six of the provinces, with 
Saskatchewan and British Columbia showing the largest values: about 50 percent.
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tendency. Until the final numbers are in, however, it is premature to conclude that Canadian governments have 
decisively bent the healthcare cost curve down – and in particular, that healthcare is now growing at a rate no 
greater than the overall economy.

For CIHI, provincial and territorial budget projections and spending estimates that consistently under-project 
what they will actually spend on healthcare create a dilemma. It would be nice if the budget projections and 
estimates were not biased, but the forces that have led governments to over-shoot their projections more often 
than not are presumably deep-seated, so producing close to real-time estimates of healthcare spending in Canada 
will continue to risk understating the increases. If the arguments favouring the more contemporary estimates 
outweigh those favouring waiting for more final numbers, CIHI may simply have to accompany its releases with a 
caveat. The preliminary numbers are what governments say. What matters for the sustainability of publicly funded 
healthcare in Canada is what they do.

Figure 2: Revisions to Healthcare Spending and Total Spending Variances by Province/
Territory, 1998-2011

Sources: CIHI NHEX reports, 1998-11; provincial/territorial budgets and public accounts, various years (see Busby and 
Robson 2014).
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