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T he 2017/18 Canadian federal budget confirmed that 
$5 billion will be transferred to provincial and territorial 
governments over the next 10 years to improve access to 

mental health services.1 This $500 million per year (on average) is 
a historic first step but falls short of closing the estimated 
$3.1-billion annual gap in funding.2 Vigilance and a spirit of 
learning will be required to make sure that the new investment 
goes as far as possible to reducing unmet needs for and inequi-
ties in access to mental health services. At the same time, efforts 
must continue to reallocate current funding toward broader 
transformation of the mental health system.3

Why is there a need for targeted federal 
funding for mental health services in Canada?

Mental health services have been chronically neglected as health 
policy in Canada has evolved.2 In 1957, whether or not to include 
mental health facilities in the Hospital Insurance and Diagnostic 
Services Act was the subject of fierce debate. The federal 
government argued that mental hospitals were already being 
funded by provincial governments and should not be included. 
Although the hospital insurance law passed, this position was  
criticized as discriminatory evasion of a costly responsibility on 
dubious jurisdictional grounds. Mental illness has continued to be 
too stigmatized, too jurisdictionally thorny and deemed too 
expensive — given its high prevalence — to be considered enough 
of a priority to justify the use of federal spending power. For 
example, the 1984 Canada Health Act did not require provincial 
health insurance to broaden coverage beyond physicians and 
hospitals, innovation under the transition funds in the 1990s was 
limited to a small number of mental health–related pilots, and 
only “short-term acute mental health homecare” was included in 
the health reform priorities for the 2004 Health Accord.4 In the 
absence of targeted federal support, provincial and territorial 
governments have been hard pressed to narrow the gap in funding 
for mental health services. With spending on mental health at only 
7% of public spending on health, Canada trails behind other 
Organisation for Economic Co-operation and Development 
countries, some of which spend as much as 18%; England 
channels 13% of total health spending to mental health.5,6

The underfunding and narrow public insurance coverage of 
mental health services in Canada have contributed to high rates of 

unmet need for care and inequities in access. Evidence regarding 
the scope of the problem is summarized in Table  1. Analysis of 
data from the 2012 Canadian Community Health Survey—Mental 
Health has shown that one in three Canadians over 14 years of age 
who reported having a need for counselling also reported that this 
need was either unmet or only partially met,7 and income and edu-
cation were significant predictors of utilization of mental health 
services.9 Estimates from the insurance industry suggest that 
12 million Canadians face additional financial barriers to accessing 
services that are not covered by their provincial or territorial insur-
ance plans, because they do not have employment-based bene-
fits.8 Recent data from the Canadian Institute for Health Informa-
tion showed increases in admissions to hospital and visits to 
emergency departments for mental health conditions among chil-
dren and youth even though the prevalence of mental illness has 
not changed; such increased demand for services will only exacer-
bate inequities in access.10 Having adequate mental health ser-
vices is only one element in a range of services and supports 
needed to prevent mental illness, treat it and foster recovery of a 
meaningful life in community, but it is an important one.11

Gaps in mental health services have had a substantial impact 
on productivity in the workplace and, by extension, on govern-
ment revenues and economic growth. A recent report from the 
Conference Board of Canada estimated that the Canadian econ-
omy could gain up to $49.6 billion annually if all employed Cana-
dians with depression and anxiety received optimal treatment.12
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KEY POINTS
• Chronic underfunding and long-standing gaps in insurance 

coverage have resulted in high rates of unmet need and 
inequities in access to mental health services.

• A new investment of $500 million per year to improve access to 
mental health services is welcome but falls short of closing the 
estimated $3.1-billion annual gap in funding.

• Mental health reforms in the United Kingdom and Australia have 
improved access to some services, but equitable distribution of 
gains remains elusive.

• Making the most of the new federal mental health transfer will 
require strong accountability frameworks, a spirit of learning 
across jurisdictions and a focused research agenda, as well as 
public transparency regarding bilateral transfer agreements.
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Will the federal $5 billion be enough?

In 2012, the Mental Health Strategy for Canada recommended a tar-
get of 9% of overall health spending for mental health.3 A recent anal-
ysis based on Canadian Institute for Health Information data from 
2015 conservatively estimated that public funding in the form of gov-
ernment transfers would need to increase to $3.1 billion per year, with 
an incremental base funding increase of $310 million each year, to 
achieve the target.2 In addition, to close the gap fully, provincial and 
territorial governments would need to come up with an additional 
$2.6 billion over and above the new federal transfer of $500 million 
per year.2 Given the important role of social spending in supporting 
mental health, the Mental Health Strategy for Canada also called for a 
two percentage point increase in mental health’s share of social 
spending, which, if added to the estimate, would further increase 
what is required to support effective mental health policy in Canada.3

What can we learn from others about wise 
investments in mental health services?

Over the past decade, both the United Kingdom and Australia have 
made major investments in improving access to mental health ser-
vices, particularly psychological therapies (Table  2). The Better 
Access to Psychiatrists, Psychologists and General Practitioners 
through the MBS (Medicare Benefits Schedule) initiative (“Better 
Access”) was launched in response to 1997 Australian survey data 

that showed high rates of unmet need, with only 38% of people with 
mood, anxiety or substance use disorders using services.18 The Aus-
tralian government, which already had jurisdiction over public health 
insurance for primary care (Medicare), simply added psychologists 
and other mental health professionals as eligible providers and let 
the professional associations regulate the quality of care. Since Bet-
ter Access was introduced, analysis of administrative and epidemio-
logic data has shown that patients (with referral from their physi-
cians) have taken advantage of the broader array of publicly funded 
services: treatment rates rose to 46% of people with mental disor-
ders in 2009/10.13 In contrast, the key motivation behind the intro-
duction of Improving Access to Psychological Therapies program in 
England in 2008 was the potential return on investment from improv-
ing productivity in the workforce.19 With tight standards and hard tar-
gets set by the UK government and implemented by the National 
Health Service in England, this program is mainly focused on provid-
ing cognitive behavioural therapy to people with common mental 
health problems (i.e., depression and anxiety). As of January 2017, 
data gathered by providers of the program showed that 50% of 
patients with severe enough symptoms of depression and anxiety to 
be considered a clinical case at the outset of treatment no longer met 
these criteria, thus meeting the 50% target for clinical recovery set by 
the UK government.15

Despite their successes at the population level, both the insur-
ance-based Better Access model and the programmatic Improving 
Access to Psychological Therapies model have faced challenges in 

Table 1: Gaps in mental health care in Canada

Problem Evidence

Unmet need One in three Canadians who report a need for counselling say the need  
is unmet or only partially met.7

Insurance gap Twelve million Canadians do not have insurance for health services 
not covered by provincial or territorial plans.8

Funding gap 3.1 billion dollars are needed annually to increase mental health share 
from 7% to 9% of public spending on health; federal transfer of 
$500 million per year on average.2

Table 2: International options for improving access to psychotherapy services

Solution Evidence

From Australia: Better Access to 
Psychiatrists, Psychologists and 
General Practitioners through the 
MBS (Better Access) initiative (2006)

Utilization increased: Treatment rates for people with anxiety, 
depression and substance use disorders rose from 38% to 46% by 
2009/10.13

Inequitable uptake: 68 psychologist consultations per 1000 residents 
were billed to the Better Access program in the most advantaged areas 
versus 23 per 1000 in the least advantaged areas.14

From UK (England): Improving 
Access to Psychological Therapies 
program (2008)

Strong overall outcomes: 50% target for clinical recovery met by 
2017.15

Inequitable outcomes: 35% recovery rate in most deprived decile 
versus 55% in the least deprived decile.16

A cost–benefit analysis from 
Canada

Estimated $2 in savings to society received for every $1 invested in 
expanding Medicare coverage of psychological services.17

Note: MBS = Medicare Benefits Schedule.
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providing equitable improvements in access to care. Data 
(2015/16) from the National Health Service in England showing 
that recovery rates in the most deprived decile were only 35%, 
compared with 55% in the least deprived decile, have prompted 
the Improving Access to Psychological Therapies program to work 
toward improving the quality of services in more deprived areas.16 
Similarly, 68 psychologist consultations were billed to Better 
Access for each 1000  residents in the most socioeconomically 
advantaged areas in Australia compared with 23 per 1000 in the 
least advantaged areas.14 In response, the Australian government 
recently expanded coverage of telemental health under the pro-
gram, and new Primary Health Networks are intended to be more 
responsive to local needs.20,21 The Better Access program also had 
higher than projected costs, with spending increasing an average 
of 8.5% per year between 2007 and 2011.22

What will it take to ensure a good return on 
the federal government’s investment?

Given the lessons from Canadian history and from the reforms in 
the UK and Australia, it will take vigilance and a spirit of learning 
in Canada to make the most of the recently announced $5 billion 
federal transfer. The government’s 2017 federal budget may rep-
resent a historic advance for mental health policy in Canada, yet 
it was widely labelled as a disappointing budget.23 Mental health 
is still not recognized as a top priority in Canada, and there is a 
real risk that policy gains may be derailed yet again by jurisdic-
tional dynamics, stigma and fiscal pressures.

Clear accountability frameworks
Vigilance from all levels of government, the stakeholder commu-
nity and the voting public will be required to ensure that rigorous 
accountability frameworks for each of the bilateral transfer 
agreements are developed. Moreover, accountability frame-
works for the new federal investments have the potential to 
leverage much-needed improvements in performance measure-
ment for the mental health system as a whole, where most 
spending will continue to happen. Ideally, a national framework 
could be agreed upon that would allow for comparability across 
the country, building on the six preliminary performance indica-
tors identified by the Centre for Applied Research in Mental 
Health and Addiction.24 

Stand-alone provincial and territorial frameworks could also 
be effective if they are implemented systematically and reported 
on publicly. These frameworks need to include mechanisms to 
ensure that new investments are spent on new mental health 
services (rather than on other priorities), and services are based 
on best available evidence. New standards for the treatment of 
major depression from Health Quality Ontario (and other provin-
cial or clinical standards) could contribute to such a mecha-
nism,25 as could the recent synthesis of the return on investment 
of best practices — from suicide prevention to psychological 
therapies to Housing First — by the Mental Health Commission 
of Canada.26 

Both improving access and outcomes at the population level 
and ensuring that these improved outcomes are equitably dis-

tributed should be clear objectives from the outset, with data 
collected to monitor progress. Performance monitoring could be 
modelled after the rigorous approach used by the Improving 
Access to Psychological Therapies program, with clinical data 
collected at each session and reported monthly by overall prog-
ress as well as by demographic factors such as district, ethnic 
group and level of disadvantage.16

Spirit of learning
With clear accountability frameworks in place and closely 
watched, the stage will be set for a spirit of learning. Here, Can-
ada can take advantage of the benefits of its decentralized sys-
tem. Ideally, jurisdictions will have flexibility under each bilateral 
agreement to implement a range of approaches, with different 
mixes of universal, targeted, insurance-based and programmatic 
elements.27 For example, Ontario has announced that it will (at a 
minimum) introduce a new structured psychotherapy program, 
enhance integrated services for youth and provide more support-
ive housing;28 another jurisdiction could elect to cover psycho-
therapy for children and youth without access to employment-
based insurance. Learning across jurisdictions can be fostered by 
marshalling the resources of pan-Canadian health organizations. 
In addition to the example provided by the return-on-investment 
report from the Mental Health Commission of Canada,26 the 
Canadian Institute for Health Information will be releasing new 
data in 2018 on the workforce involving psychologists and social 
workers,29 and the Canadian Foundation for Healthcare Improve-
ment could scale up best practices in mental health along the 
lines of their work on reducing antipsychotic overprescribing in 
long-term care facilities.30

Focused research agenda
The Canadian Institutes of Health Research (CIHR) could work 
with the health services and policy research community to 
develop a focused research agenda and put out a special prior-
ity-driven call on the impact of the targeted federal transfers for 
mental health and home care. It will be important to track how 
much provincial and territorial governments actually spend on 
mental health services over the next 10  years and what they 
spend it on. Tracking changes in unmet need, service utilization, 
equity and mental health outcomes is also required to assess the 
impact of the new funding. Keeping track of changes in stigma 
will help to contextualize this information, because declining 
stigma could drive up demand and unmet need even as service 
availability is expanding. Both the Institute of Health Economics’ 
comprehensive review of mental health spending from 2008 and 
the stigma module from the 2012 Canadian Community Mental 
Health Survey—Mental Health could be replicated now and 
repeated at five-year intervals.5,31 To ensure strong engagement 
from patients and families, this CIHR call could be led through 
the Strategy for Patient-Oriented Research.32 Finally, ongoing 
research is always needed to improve the effectiveness (and 
cost-effectiveness) of programs, treatments and supports; for 
example, a recent cost–benefit analysis found that society would 
save $2 for every $1 invested in expanding Medicare coverage of 
psychological services.17
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Conclusion

Generations of Canadians have been affected by gaps and 
inequities in mental health services. The new $5-billion federal 
transfer is an important breakthrough, and a testament to 
political will and decades of advocacy, even if it will only go part 
of the way to closing gaps in funding. Without rigorous 
accountability mechanisms, and a willingness to learn quickly  
from Canadian experience and jurisdictions such as Australia and 
the UK, this opportunity could slip through our fingers. Stigma 
may be declining, but mental illness remains a substantial social 
problem, and fiscal and jurisdictional pressures in the Canadian 
context are as intense as ever. As a first step toward making the 
most of these new investments, governments should make the 
bilateral transfer agreements public.
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