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Executive Summary 
 

Roy Romanow recently released his Commission’s report of the future of health 
care in Canada.  He recommended a modest program to start the renewal of Medicare.  
However, the federal government could go further to rejuvenate Canada’s health care 
system.  This paper first reviews Mr. Romanow’s report, then outlines a vision for the 
federal government to forge a new health policy for the country, and finally concludes 
with a review of three options for a renewal of Canada’s health policy.  
 
 
The Romanow Commission: cautious steps in the right direction 
 

Mr. Romanow’s report has been praised as a blueprint for Medicare’s salvation 
and vilified as an ideological defense of a faltering status quo.  However, closer 
examination reveals it as simp ly a few cautious steps in the right direction.  The report 
concludes that the house of Medicare has sheltered Canadians well.  He claims that our 
dwelling is still on firm foundations after nearly 50 years and, therefore, needs renovation 
not demolition.  
 
 Mr. Romanow recommends a series of targeted funds over two years where there 
would be strict accountability for expenditures.  The federal funding would be 
sequestered into a new Canadian Health Transfer to clearly separate health care funding 
from transfers for social services and postsecondary education.  
 
 The Commission report does have some problems.  There is no mention of long 
term.  The report hardly mentions public health.  The proposed home care and 
pharmacare programs are less comprehensive than those recommended by the National 
Forum on Health five years ago.  
 
 The report also lacks an overall vision of the health care system.  However, Mr. 
Romanow’s small, pragmatic steps might be effective because they will be hard to resist.  
Because there is no overall blueprint, the report will not collapse completely if only some 
recommendations are implemented. 
 
 
A vision for a future health policy 
 

Under the original Canadian constitution, the British North America Act, the 
provinces were granted the constitutional authority for the regulation of hospitals and 
health professionals.  However, the BNA Act granted considerable legitimacy for federal 
involvement in public health at that time primarily characterized by quarantine.  The 
federal government has the constitutional responsibility for health care for Aboriginals on 
reserves.  It also has, according to the provinces, a constitutional responsibility for off 
reserve Aboriginals.  Again according to some provinces, the federal government should 
have the financial responsibility for the care of refugees, new immigrants, and official  
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language minorities.  The federal government has a particularly strong claim for 
leadership if it is prepared to spend more money.  
 
 
The federal government has the financial capability to finance new programs  
 

Most Canadians want the federal government to implement the recommendations 
of the Romanow Commission with leadership and cash.  Federal Finance Minister John 
Manley has claimed that the cupboards are bare and that the federal government only has 
a $4 billion surplus for 2002-03.  However, this figure is not credible.  Without new 
spending initiatives, the federal government will have at least a $9 billion surplus in 
2002-03 and a $15 billion surplus in 2003-04.  
 

Furthermore, the federal government is not ‘out of control.’  The federal 
government’s budget expenditures amounted to 15 percent of Canada's Gross Domestic 
Product (GDP) in 2001-02, representing the lowest share of GDP spent by the federal 
government in over 50 years.  
 
 
The health care system’s problems can be diagnosed and treated 
 

There has been a reasonably consistent message from the various commissions 
and inquiries of the past 30 years.  Unfortunately, the politics of the health care system 
have doomed many potentially useful reforms.  
 
Money isn’t the main issue 
 

It is often stated simultaneously that ‘health costs are spiralling out of control’ and 
that ‘our health care system is dangerously underfunded.’  Both claims cannot be true 
and, in fact, neither is.  It is true that government’s costs have increased in the last five 
years, but this followed five years of restraint.  Canada actually spends less of its GDP on 
health care now than it did in 1992.  On the other hand, Canada has not starved its health 
care system overall either.  During the past ten years, at a time when other public budgets 
have been slashed, government funding for health has increased by 20 percent per capita. 
According to the OECD, in 1999 only 4 out of 29 countries spent more of their GDP on 
health than Canada.  
 
The real problem with Medicare is that it was designed for another time 
 

When we first started debating Medicare over 80 years ago, most health problems 
were acute illnesses, like tuberculosis and accidents and injuries.  However, now most 
health problems are chronic illnesses like heart disease, cancer and diabetes.  Our system 
manages chronic illness poorly.  As a result, thousands of Canadians die every year and 
tens of thousands are hospitalized because of complications from their chronic illnesses.  
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For-profit clinical services are overall of poorer quality and more expensive 
 

In general, for-profit services cost more and provide poorer quality care.  Public- 
Private Partnerships (P3s) cost more money than if the public sector went it alone.  
Permitting for-profit providers to enter a new sector or allowing the growth of for-profit 
providers means that it will be more difficult for Canada to maintain that health care is a 
public service under international trade agreements.  The for-profit sector is, to say the 
least, not likely to be Medicare’s saviour.  
 
Public health services are under tremendous pressure 
 

Public health is a victim of its own success.  The elimination of the epidemics of 
infectious disease, which plagued Canadians up until the mid-twentieth century, has 
blinded Canadians to new threats including new infectious diseases such as West Nile.  
The Krever Commission and other reports have painted a bleak picture of Canada’s 
public health system.  Canada needs a rejuvenated public health system to deal with 
infectious diseases, chronic illnesses, environmental threats and bioterrorism as well as to 
provide key management support for the health care system.  
 
 
We can fix Medicare with innovation  
 

Fortunately, there are examples from all over the country that demonstrate that we 
can fix the health care system’s apparently intractable problems.  
 

• Emergency Room and hospital crowding can be prevented through 
comprehensive influenza management, providing home care and long-
term care to the many hospital patients who don’t need acute care, and by 
keeping people healthy in the community. 

 
• Despite the many difficulties that Canadians do have accessing doctors, 

we actually have more doctors than ever before.  Under the current system 
of payment and practice organization, doctors are richly rewarded for 
running revolving door style practices and penalized for providing 
comprehensive care.  Several examples demonstrate that group practice 
and interdisciplinary teams can dramatically improve access.  

 
• Prescription drugs have been the fastest growing cost sector since 1975. 

While patents have lengthened in the past 15 years, extended patent 
protection is not the major cause of escalating drug costs.  Most of the 
increase in pharmaceutical expenditures is related to poor quality 
prescribing encouraged by drug company marketing to doctors.  Drug 
costs can be moderated through the better use of non-pharmacological 
therapies, improving the quality of prescribing, especially integrating  
pharmacists into interdisciplinary teams, and reducing the costs of  
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medications dispensed through formularies and therapeutic equivalence 
programs. 

 
• Canadians tend to wait too long for some services.  However, there are a 

few situations where a limit of resources forces long delays.  Most waits 
and delays can be alleviated through system redesign.  For example, Sault 
Ste. Marie was able to reduce wait times from mammogram to breast cancer 
surgery from 107 to 18 days.  

 
 
Options for the federal government for a new health policy  
 
 
Option 1: Federalism lite −  $5 billion plus per year - no strings  
 

• This is the option that is being demanded by Quebec, Ontario, Alberta and 
British Columbia.  These provinces would welcome such an option while 
the other six provinces are unlikely to object.  

 
• This option would do little to protect Medicare from erosion of public 

finance or incursions from for-profit care.  
 

• In September 2000, the federal government attempted to tie its new 
spending, but the provinces forced it to provide most of the money in 
untargeted grants.  Bu, the provinces paid a big price for their ‘win’ over 
the federal government.  Because the money wasn’t targetted, doctors, 
nurses and other health workers almost immediately strong-armed their 
provinces for large (albeit overdue) pay increases to do the same work as 
before.  New untargetted money would likely do little to improve the 
system’s efficiency or effectiveness. 

 
• Untargetted federal funding is unlikely to have much impact on Canada's 

health.  Most money would go to increased compensation. 
 
 
Option 2: Federalism per Romanow 
 

• Quebec, Ontario and Alberta oppose this option.  BC and some other 
provinces also have reservations.  However, the Ontario and Quebec 
governments are not politically popular and will fight elections this year.  
The Romanow financial recommendations do not substantially intrude 
upon provincial jurisdiction, whatever their symbolism.  Furthermore, they 
are popular with the electorates in Ontario and Quebec.  It is unlikely that 
the provinces that are opposed would be able to successfully fight the 
federal government’s attempt to implement Romanow.  However, there 
would be more conflict with this option than option one. 
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• More federal money would increase the federal government's political 

clout to enforce the Canada Health Act and Romanow did make two 
recommendations, which would rein in some types of for-profit care. 

 
• Romanow's recommendations provide some targetting to parts of the 

system which most need new funding. Option two would therefore, 
improve effectiveness and efficiency better than option one. 

 
• Because option two would result in more effective and efficient health 

care than option one, it would better improve the health of Canadians. 
However, because there is little focus on public health, this improvement 
would likely be quite marginal. 

 
 
Option 3: Federalism plus −  leadership to facilitate system change and money for 
full public coverage for home care, pharmacare and long-term care  
 

• There would be more stress on federal/provincial/territorial relations with 
option three than with the other options.  Quebec, Ontario and Alberta 
would oppose this option fairly strongly.  Several of the smaller provinces 
would be interested but, except for Saskatchewan, might have problems 
saying so loudly.  However, Quebec’s opposition might be blunted 
because the province would be eligible for much of the money without 
substantial policy change.  Ontario might well accept this option if there 
were a change in government.  BC already has some of the best coverage 
and so could use much of the new money for other purposes.  In general, 
Canadians would be very supportive of this option because it is most 
congruent with their aspirations for a more effective and efficient health 
care system.  

 
• The increase in federal funding would increase the federal government’s 

political clout to enforce the Canada Health Act.  If this option included 
Romanow’s suggestions, which would indirectly limit the growth of some 
types of for-profit care, then there would be reasonable protection of 
public finance and non-profit delivery.  

 
• Option three would greatly improve the effectiveness and efficiency of 

health care delivery beyond option two.  It would establish more efficient 
vehicles for delivering community programs.  It would also establish a 
Modernization Agency to spread best practices and continuous quality 
improvement throughout the system.  

 
• Option three would considerably improve the health and well-being of 

Canadians through enhancement of public health services, the better  
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management of chronic illness, and the faster flow of patients through the 
system.  

 
 
Conclusion 
 

We have a unique opportunity to rejuvenate Canada’s health policy and our 
country.  It is crucial that the federal government take action quickly to build on the 
Romanow report and go much further.  In the past five years, the federal government has 
used its improved financial situation largely to pay down the debt and cut taxes.  The 
choice is clear.  Will the Liberal government cut taxes further or will it fulfill the 
promises it made in the last three election campaigns? 
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Introduction 
 

Roy Romanow recently released his Commission’s report on the future of health 
care in Canada.  He has recommended a modest program to start the renewal of 
Medicare.  However, the federal government could go further to rejuvenate Canada's 
health care system.  This paper first reviews Mr. Romanow’s report, then outlines a 
vision for the federal government to forge a new health policy for the country, and finally 
concludes with a review of three options for renewal of Canada's health policy.  
 
 
The Romanow Commission: cautious steps in the right direction 
 

Mr. Romanow's report has been praised as a blueprint for Medicare’s salvation 
and vilified as an ideological defense of a faltering status quo.  However, closer 
examination reveals it as simply a few cautious steps in the right direction.  This section 
briefly reviews the report’s contents, diagnoses its strengths and weaknesses, and then 
offers a prognosis for its future. 
 
 Mr. Romanow claims he clearly heard that Canadians still strongly hold the 
values that health care should be paid for according to the ability to pay and received 
according to one’s needs for services.  He recommends a health care covenant, which 
would enshrine these values and others into a mission statement for the health care 
system.  The covenant would spell out the rights and entitlements of individual 
Canadians, providers and governments.  The direct impact of such a covenant would be 
slight.  However, it would reinforce the notion that the health care system is an important 
symbol of Canadian citizenship. 
 

The report concludes that the house of Medicare has sheltered Canadians well.  It 
claims that our dwelling is still on firm foundations after nearly 50 years and, therefore, 
needs renovation not demolition.  The report maintains that Medicare is as sustainable as 
we wish it to be.  It report points out that publicly financed care is more efficient than 
private finance.  These conclusions have been strongly supported by almost all other 
commissions and inquiries in the past 40 years. 
 

Mr. Romanow notes that our health care system is too focussed on doctors, 
hospitals and treatment − and not enough on community care and prevention.  He also 
notes that other federal and provincial inquiries have reached similar conclusions, though 
it has been difficult for the provinces to make the needed reforms.  In September 2000, 
the federal government tried to target its increases in health spending to these priorities 
but the provinces forced Ottawa to provide most of the money in untargeted grants.  As a 
result, the provinces were pushed by their doctors, nurses and other health workers to pay 
out large (albeit often overdue) increases to do the same work the same way as before.  
 

Even the targeted funds for high technology and primary health care turned out 
not to be on very tight strings.  As result, despite the injection of $23 billion over five  
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years, within months of the deal being signed the provinces were complaining that the 
federal government was not paying its fair share.  
 
 Mr. Romanow saw this phenomenon up close as Premier of Saskatchewan and 
now recommends that the federal government not make the same mistake again.  He has 
recommended a series of targeted funds over two years where there would be strict 
accountability for expenditures.  These include a rural and remote access fund ($1.5 
billion over two years), a diagnostic services fund ($1.5 billion over two years), a primary 
health care transfer ($2.5 billion over two years), a transfer for a limited home care 
program ($2 billion over two years), and a catastrophic drug transfer ($1 billion 
beginning in 2004-05).  These total $3.5 billion in 2003-04 and $5 billion in 2004-05.  He 
further recommends that the federal government raise the total transfer to $6.5 billion in 
2005-06 and then grow it at a pace slightly greater than GDP growth thereafter in a series 
of five-year plans.  The federal funding would be sequestered into a new Canadian Health 
Transfer to clearly separate health care funding from transfers for social services and 
postsecondary education.  
 
 Mr. Romanow recommends federal support for an electronic medical record. 
Governments have expended large sums of money on this item in the past 10 years, with 
little to show for their efforts.  However, the capability of new technology to improve the 
management of health services is enormous. 
 
  The Commission recommends a new technology assessment body combining the 
existing Canadian Institute for Health Information (CIHI) and the Canadian Coordinating 
Council on Health Technology Assessment.  
 
 The report suggests that the federal Department of Human Resources 
Development provide support to family and other informal caregivers through changes in 
Employment Insurance.  There are no details specified for this recommendation. 
 
 
Better pharmaceutical policy 
 
 The report recommends the establishment of a National Drug Agency, which 
would consolidate all drug approvals and monitoring.  It also recommends the 
establishment of a National Formulary so that decisions about coverage would not be 
made on a province-by-province basis.  The drug companies have been whipsawing the 
provinces by blitzing one province to get a new drug on its formulary and then 
mobilizing consumer groups in others to demand equal coverage.  
  
 The report recommends the federal government review the law concerning patent 
protection.  At present, the brand-name companies use a series of legal ploys to extend 
patent protection artificially after the 20 year limit now in place.  For example, once a 
generic company files notice to have its drug listed, the brand-name company files suit 
for patent infringement and simultaneously seeks an injunction blocking the generic from 
the market during the period of litigation.  However, in other patent infringement suits, 
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injunctions are rarely granted.  Instead a plaintiff recovers costs due to patent 
infringement only if its litigation is successful.  Brand-name companies also have begun 
to file patents relating to specific manufacturing techniques just before the patent for that 
particular drug is about to expire.  Mr. Romanow refers to these legal tricks as 
“evergreening.” 
 
 
A national immunization strategy 
 

The Report recommends a national immunization strategy.  Canada is the only 
developed country with sub-national immunization schedules.  The provinces currently 
decide upon their own immunization schedules.  Some provinces are covering new 
vaccines for diseases like chickenpox, while others are not.  Vaccines are not purchased 
at the national level, despite the opportunities for bulk purchasing to decrease overall 
costs.  The proposed national strategy would include a countrywide immunization 
schedule and national purchasing. 
 
 
Obstacles to for-profit care  
 
 Initial reports claimed that Mr. Romanow had recommended elimination of for- 
profit providers of care.  In fact, Mr. Romanow has been careful to clarify that he did not 
recommend such a federal government intrusion into what he regards as provincial 
jurisdiction.  However, he did expound at length in his report and his public statements 
on his concerns about health care for profit.  
 
 Mr. Romanow did make two recommendations that would somewhat impede 
profit-seeking businesses getting into health care.  First, he suggests that diagnostic 
services such as MRI and CAT scans be explicitly identified as medically necessary 
under the Canada Health Act.  This measure would thwart the plans of Ontario and some 
other provinces to allow for-profit operators to sell some of their scans at market prices 
while having their base expenses covered by public patients.  Second, Mr. Romanow 
recommends that the federal government close a major loophole in the Canada Health 
Act, which allows Workers Compensation Boards to buy services outside of Medicare.  
For-profit surgical clinics depend upon contracts with these boards for the majority of 
their income and likely would struggle without them. 
 
 
Keeping our health system Canadian 
 
 In his final chapter, Mr. Romanow recommend s that the federal government move 
to protect Canada’s health system in international trade agreements.  Mr. Romanow 
concludes that no one really knows the full implications for our health care system of 
NAFTA, GATS and other international agreements to which Canada is a signatory.  The 
report concludes that Canada ’s governments should take every opportunity to protect  
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health care in international agreements and continue to act as though health services are 
“…designed, financed, and organized in a way that reflects Canadians ’ values.” 
 
Attention to specific problem areas 
 
 The report pays considerable attention to the issues of Aboriginal health and 
access for remote and rural communities.  The report notes that Aboriginal peoples have 
much poorer health status and access to health care services than do other Canadians.  It 
notes the need for a comprehensive approach to Aboriginal issues.  It recommends that 
all present funding for Aboriginal peop les’ health be pooled into one fund to facilitate the 
redesign of services.  This suggestion offends some Aboriginal peoples, who believe that 
the crown should have perpetual responsibility for paying for the ‘medicine chest,’ which 
would include all health care.  On the other hand, the change would provide an 
opportunity for many Aboriginal communities to use resources more effectively.  At 
present over $400 million is spent on transportation and pharmaceutical services.  Much 
of the former could be recouped with better services in communities and much of the 
latter could be reallocated by dealing directly with drug addiction and substance abuse.  
 
 The report strongly supports better health care services in rural areas.  It calls for 
new models of care to be developed, but does not define details and gives no examples. 
 
 The report also recommends that governments and providers work together to 
improve services to official language minorities, although there are no specific details to 
support this recommendation. 
 
 
The report does have some problems  
 
 Mr. Romanow’s report does have some problems.   
 
 It recommends the creation of a Canadian Health Council which would have an 
extensive mandate including monitoring the system and its outcomes, assessing new 
technologies, making recommendations for its improvement, and facilitating public 
involvement.  These are all essential management functions for a health care system to 
fulfill.  
 
 Other countries have established institutions, which deal with these issues.  For 
example, the UK’s National Health Service has a quality assurance branch (the 
Commission on Health Improvement) and a separate one for continuous quality 
improvement (the Modernization Agency).  In the US, the federal government inspects 
all nursing homes that receive federal funding (95 percent-plus of all nursing homes).  
But the states are responsible for most nursing payments.  
 
 Canada has not developed these key institutions, primarily because of our all too 
dysfunctional federation.  The reaction by many, including Romanow, has been to give 
all these key tasks to one organization.  However, the recommendation to give all these 
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responsibilities to one agency is fundamentally flawed because some of these mandates 
are in conflict with each other.  
 
 For example, the proposed Council would assess and, therefore, pass judgement 
on the system.  And, at the same time it is supposed to be working in a collegial fashion 
to facilitate continuous quality improvement (CQI).  However, organizations with police 
or judge functions will not be seen as friendly, informed colleagues for CQI activities.  
Attempts by the Colleges of Physicians and Surgeons at CQI have not been as well 
received as they might have been because the Colleges’ main mandates are protection of 
the public through physician licensure.  
 
  It would be better to itemize the tasks to be performed and then allocate them to 
the best possible organizations (new or redesigned) that could be created within the 
current federal/provincial/territorial political reality.   
 
 
Decreases in coverage for out-of-country care 
 
 Mr. Romanow recommends the elimination of the part of the Canada Health Act 
portability criterion that requires provincial health plans to pay for out-of-country care at 
the same rate that pertains within the home province. This criterion is being broken now 
by several provinces.  Ontario started the erosion of this criterion in the early 1990s when 
it limited coverage to $400 and then $100 per day.  Other provinces have fallen in step, 
while the federal government has winked at the practice.  However, even if this measure 
sounds reasonable, it is unfair, unnecessary and damaging to the very values that Mr. 
Romanow espouses.  
 
 The recommendation is unfair because it penalizes people who get sick while 
travelling despite few illnesses being due to travel per se.  Over 80 percent of 
hospitalizations are for emergencies or are related to pregnancy.  Given that these people 
would have likely fallen ill in Canada in any event; given that they might, in fact, have 
reduced their risk of illness (especially due to falls on icy streets) by travelling; and given 
that the liability for the provincial health plan is no higher when the person is out of 
country; it is unfair to deny Canadians portability of their health plan in another country.  
Even with this criterion in place, most Canadians would want supplementary coverage 
because of the difference between Canadian and American health care costs, but basic 
out-of-country care could make the difference between an uncomfortable bill and 
bankruptcy.  
 
 The recommendation is unnecessary because the cost of out-of-country care is 
less than 0.25 percent of provincial health plans.1  The cost to maintain this criterion is 
one dollar out of every 400 spent on health care. 
 
 The recommendation is damaging because it attacks the very value of solidarity 
upon which Medicare is based.  Many Canadians travel south, but only some get sick.  As 
with Medicare, why not pool our resources to pay for the few who will require care? 
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Long-term care goes missing 
 
 There is no mention of long-term care despite the fact that this sector amounts to 
roughly 10 percent of overall health care costs.  There are important issues in this area.  
For example, the Ontario auditor recently reported that the province lacked standards of 
care for nursing homes and some homes lacked licenses.2  The connections between long-
term care, home care and acute care are crucial for a properly functioning system.  
 
 
Public health 
 
 The report hardly mentions public health.  It does note that there should be more 
prevention in primary health care settings.  But this suggestion seems to be limited to 
individual lifestyle counseling on diet, exercise and smoking.  The introduction to the 
report does refer to the need to act on the so-called “determinants of health.”  The report 
suggests that the federal government invest more in “…public housing, a clean 
environment, and education…”  
 
 Starting with Marc Lalonde’s Report on the Health of Canadians released in 
1974, there has been an ebb and flow of notions of how to best pursue ‘Population 
Health.’  The discussion and debate have at times been all consuming for persons 
concerned with health policy.  Several commissions and task forces have recommended 
broad health status goals to drive overall policy making.  Most provinces did establish 
Premiers’ councils on health, which attempted to improve policy coordination, but almost 
all have disappeared with little in the way of policy legacies.  
 
 The Commission could have said more about governmental coordination of social 
policy and the linkage of social policy to economic policy.  The Commission also could 
have made some recommendations on the mechanisms by which the health care system 
could most productively interact with other sectors to best promote population health.   
This document will have more to say about this issue in a later section.  
 
 The report is also silent on the crumbling public health infrastructure, the threats 
from new diseases such as West Nile Virus, and the security threats of bioterrorism.  
 
 
Lack of a comprehensive strategy to deal with waiting lists 
 
 The report does mention that there is little monitoring of waiting lists and, 
therefore, little hard information on the extent of problems.  It does recommend more 
centralization and active management of waiting lists.  However, the report could have 
been better at clarifying how mismanagement as opposed to lack of resources creates 
delays.  Most experts who study waiting list issues (and there are very few in Canada) 
identify system redesign as the key breakthrough factor for permanent sustainable 
solutions to waits and delays.  For example, a five-minute phone call between a family  
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doctor and a specialist might easily save 55 minutes of a consultant’s time and three 
months of delay for the patient.  
 
 The report could have gone much further in recommending specific new 
institutions to facilitate action on waits and delays.  Saskatchewan has very recently 
created a Quality Council, which features as members two of the world ’s leading experts 
on system redesign.  But the report subsumes this func tion under the proposed new 
Health Council.  And the report could have gone farther to recommend concrete 
strategies and tactics that can facilitate access and reduce wait times.  This issue is 
discussed further in a later section. 
 
 
The proposed home care and pharmacare programs are less comprehensive than those 
recommended by the National Forum on Health five years ago.  
 
 The National Forum on Health recommended full public coverage for necessary 
home care and pharmaceuticals.  However, the Commission recommended that home 
care coverage initially be restricted to serious mental illness, post-hospital care (14 days 
at home or 28 days for rehabilitation) and palliative care (if a doctor says the person has 
less than six months to live). 
  
 Somewhat perversely, the proposal for post-acute home care would not cover 
patients (except mental health patients) who are diverted from hospital by home care.  
Many communities now have quick response teams, which can mobilize community 
resources and then send appropriate patients directly home from the ER with home care 
services.  Increasingly, patients can have these ‘quick response’ services organized after a 
home visit.  Neither of these patient groups would be covered by the Commission’s 
recommendat ion.  
  
 The Commission’s recommendations would only cover professional services.  It 
would not cover non-professional services such as personal care (e.g. , help with eating, 
going to the bathroom, etc.) or home support (e.g., housekeeping).  However, these 
services have been shown to be extremely important for frail and elderly clients, in 
particular.  They can dramatically reduce institutionalization by maintaining function and 
providing some monitoring for at-risk persons.3 
 
 The requirement that palliative care patients have only six months left to live is 
arbitrary and unnecessary.  Furthermore, many patients can benefit from better symptom 
control with palliative care services during active cancer treatment.  The vast majority of 
palliative care patients are referred too late now because many physicians fear that their 
patients will see palliative care a death sentence.  There would be very few excess costs 
associated with elimination of any time limit.  In fact, because palliative care often results 
in less costly care, eliminating arbitrary times and helping to facilitate referrals might 
well save overall resources. 
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 The pharmacare recommendations would provide welcome relief for Canadians 
who lack catastrophic drug coverage.  However, the proposed $1,500 deductible means 
that few Canadians would see any benefits and those that did might well face some 
hardship before public coverage picked up the bills.  The report rejects mixed funding for 
hospitals and physicians, noting it raises administrative costs.  However, it passes no 
comment on the capacity of public drug coverage to lower administrative costs in this 
area.  The report also misses the many advantages that could flow from integrating 
planning for pharmaceuticals with overall health planning.  Catastrophic coverage limits 
government’s role to that of passive third party payer. 
 
 
There is no overall vision of the health care system.  
 
 Perhaps understandably, since this is a Royal Commission report, there is a 
considerable focus on governance, less so on health care administration, and even less on 
health care delivery where patients meet providers.  Like other reviews of health care, the 
Commission says delivery must be changed, although there are few details of what an 
excellent delivery system would look like or feel like.  However, Mr. Romanow’s small, 
pragmatic steps might be effective because they will be hard to resist.  And, because there 
is no overall blueprint, the report will not collapse completely if only some 
recommendations are implemented. 
 
 
Cautious steps forward 
 
 The Romanow Report is a step forward for Canadians.  It recommends that the 
federal government affirm its commitment to the Canada Health Act and substantially 
increase its financial commitments for health care.  It recommends that the federal 
government use its new money to buy change, not the status quo.  It recommends 
extending Medicare for some home care and pharmaceutical services.  
 
 The next section of this paper starts to fill in the vision for a broader health policy, 
which Mr. Romanow did not articulate.  
 
 
A vision for a future health policy 
 

Under the original Canadian constitution, the British North America Act, the 
provinces were granted the constitutional authority for the regulation of hospitals and 
health professionals.  However, the BNA Act granted considerable legitimacy for federal 
involvement in public health at that time, primarily characterized by quarantine.  The 
situation became more complicated after the Second World War when the federal 
government used its financial resources to help finance hospitals and ensure that the 
provinces provided first dollar coverage for hospitals and doctors.  Justice Willard Estey 
commented:4 
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“Health is not a subject specifically dealt with in the Constitution Act either in 
1867 or by way of subsequent amendment.  It is by the Constitution not assigned 
either to the federal or provincial legislative authority.  Legislation dealing with 
health matters has been found within the provincial power where the approach in 
the legislation is to an aspect of health, local in nature.  On the other hand, federal 
legislation in relation to “health” can be supported where the dimension of the 
problem is national rather than local in nature…or where the health concern arises 
in the context of a public wrong and the response is criminal prohibition…In sum, 
“health” is not a matter which is subject to a specific constitutional assignment 
but instead is an amorphous topic which can be addressed by valid federal or 
provincial legislation, depending in the circumstances of each case upon the 
nature of scope of the health problem in question. ” 

 
 

Justice Estey reminds us that, notwithstanding provincial complaining, the federal 
government does have a constitutional responsibility for certain health matters.  In 
particular, the federal government has the major responsibility for public health.  
Infectious diseases and environmental threats do not respect provincial borders.  The 
threats of bioterrorism have highlighted that health can also be a threat to national 
security, which is a clear federal responsibility. 
 

The federal government has the constitutional responsibility for health care for 
Aboriginals on reserves.  It also has, according to the provinces, a constitutional 
responsibility for off-reserve Aboriginals.  Again, according to some provinces, the 
federal government should have the financial responsibility for the care of refugees, new 
immigrants and official language minorities.  
 

The federal government has a particularly strong claim for leadership if it is 
prepared to spend more money.  Financial transfers played the key role in developing 
Canada’s health care system starting with the federal Health Grants program of 1948, and 
then continuing through the Hospital Insurance and Diagnostic Services Act of 1957, the 
Medical Care Act of 1966, and the not insignificant health funding under the 1966 
Canada Assistance Plan.  Finally, new dollars enabled the federal government to develop 
the Health Transition Funds of 1997 and 2000. 
  

The second part of this paper develops an option for the federal government to use 
its constitutional and political legitimacy to work with the provinces to forge a new health 
policy for the country.  
 
In brief, the argument is: 
 

1. The federal government has the constitutional and political legitimacy to lead 
a renewal of Canada’s health policy. 

 
2. The federal government has the financial capability to finance new programs. 
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3. The health care system’s problem can be diagnosed and treated. 
 
4. Options are available for the federal government for a new health policy on 

the basis of its constitutional responsibilities, its fiscal position, the values of 
Canadians and the relevant evidence. 

 
Having made the first point, this document will proceed to delineate the others. 
 
 
The federal government has the financial capability to finance new programs  
 

Most Canadians want the federal government to implement the recommendations 
of the Romanow Commission with leadership and cash.  Canadians also want the federal 
government to act on other priorities, including child poverty.  However, Finance 
Minister John Manley claims the cupboards are bare.  The Alliance warns that we must 
cut taxes and admonishes the Liberals for letting government grow out of control.  But 
are the federal coffers really empty?  Is the federal government really such a profligate 
spender?  A closer examination reveals that Ottawa has the financial capability to pay for 
all of Mr. Romanow’s recommendations, and more.   
 

At the end of October, Finance Minister Manley claimed that the federal 
government’s surplus would be only $1 billion for fiscal year 2002-03, excluding $3 
billion for ‘contingencies.’  However, this figure is not credible.  Consider the following 
facts.  The federal government had a surplus of $8.9 billion in fiscal 2001-02.  The new 
expenditures and tax cuts planned for this year are limited and will be partly offset by the 
collection of tax revenues, which were deferred last year.  The economy is predicted to 
grow by at least 3 percent this year, which is worth over $7 billion to the federal treasury.  
Without new spending initiatives, the federal government will have at least a $9 billion 
surplus in 2002-03 and a $15 billion surplus in 2003-04.  There is easily enough room to 
afford Mr. Romanow’s recommendation for $3.5 billion in 2002-03 and $5 billion in 
2003-04.  
 

Jim Stanford, an economist with the Canadian Auto  Workers, published a report 
for the Canadian Centre for Policy Alternatives the day before Mr. Manley’s financial 
statement.5  He predicted a $10 billion surplus for 2002-03 and $17 billion by 2003-04.  
Mr. Stanford and his colleagues in the Alternative Federal Budget project have proven 
themselves to be far more accurate than the federal Department of Finance.  
 

In the last three fiscal years, the Department of Finance has predicted small 
surpluses and strongly counseled Canadians not to expect more federal spending.  The 
Department of Finance has predicted $7.5 billion in collective surpluses for the last three 
budgets, while Mr. Stanford and his colleagues have predicted $40 billion.  The actual 
figure was $39.7 billion. 
 

Why have the department of finance officials been so wildly inaccurate in their 
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reports to Canadians?  Is it possible that they are purposely trying to dull our demand for 
government spending?  
 

As shown in Figure 1, the federal government’s budget expenditures amounted to 
15 percent of Canada’s Gross Domestic Product (GDP) in 2001-02.  This represents the 
lowest share of GDP spent by the federal government in over 50 years.  Since 1961, the 
federal government’s budget expenditures have averaged 19.6 percent of GDP and during 
the Conservative government’s years, they averaged 22.4 percent.  The current 
government’s real legacy thus far is to have slashed the federal government by one-third. 
 

Of course, the federal government has offloaded some of its responsibilities to the 
provinces.  But the provinces are not suffering unduly either.  Total provincial and 
territorial spending has fallen to 17.6 percent of GDP from an average of 20.4 percent 
during the life of the previous Conservative government.  Clearly, Canadian governments 
have the capacity to finance reforms to our health care system as well as other needed 
government goods and services.  
 

Figure 1 
Federal government budget 

expenditures as percentage of GDP   
 

Source: Federal Department of Finance6 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The health care system’s problems can be diagnosed and treated 
 

Sometimes it can appear that the health system’s problems are beyond diagnosis 
and, even if they could be diagnosed, that there are no effective remedies.  However, 
there is a reasonably consistent message from the various commissions and inquiries of 
the past 30 years.  Unfortunately, the politics of the health care system have doomed 
many potentially useful reforms.  The Ontario Health Review Panel,7 Ontario’s major 
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inquiry of the 1980s, noted:  
 
 “There is a remarkable consistency and repetition in the findings and 

recommendations for improvements in all the information we reviewed.  Current 
submissions and earlier reports highlight the need to place greater emphasis on 
primary care, to integrate and coordinate services, to achieve a community focus 
for health and to increase the emphasis on health promotion and disease 
prevention.  The panel notes with concern that well- founded recommendations 
made by credible groups over a period of fifteen years have rarely been translated 
into action. ” 

 
 

Almost all commissions have supported public finance and argued for similar 
changes in the delivery system.  However, as the Ontario Review Panel noted these 
recommendations are, by and large, still waiting to be implemented.  This section argues: 
 

1. While the federal government must spend cash to lead reform, money is 
not the key issue. 

 
2. For-profit care is likely to make things worse. 
 
3. Public health should be the major priority for the federal government. 

 
4. Innovation will be Medicare’s true savior. 

 
 
Money is not the main issue  
 

It is often stated simultaneously that “health costs are spiraling out of control” and 
that “our health care system is dangerously underfunded.”  Both claims cannot be true 
and, in fact, neither is.  
 

First, costs are not out of control.  It is true that government's costs have increased 
in the last five years, but this followed five years of restraint.  Canada actually spends less 
of its GDP on health care now than it did in 1992.  And, health care costs in Canada 
appear to be under better control than those of our major trading partner, the United 
States.  It is forecast that the difference between the two countries for 2001 (9.7 percent 
of GDP in Canada and 14.0 percent in the US) will be larger than ever.8 
  

On the other hand, Canada has not starved its health care system overall either.  
During the past 10 years, at a time when other public budgets have been slashed, 
government funding for health has increased by 20 percent per capita.   Figure 2 shows 
that provincial government health care spending per capita is nearly back on the 20 year 
plus trend line from which we departed in 1994.  Up until that time, health care costs 
were increasing at roughly 2.5 percent annually per capita in real terms (compounded).  
In an unprecedented decline, government health care costs decreased by 10 percent from 
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1993-94 to 1997-98.  However, in the past five years, governments have played catch-up 
and their costs have increased by over 25 percent.  Furthermore, according to the most 
recent OECD information, which uses 1999 data, only 4 out of 29 countries spent more 
of their GDP on health care than Canada.9  Our health care system does need some new 
money for certain goods and services (e.g., MRI scanners and home care nurses) and to 
re-establish federal leadership for health policy.  But just because parts of the health 
system do need more funding does not mean that the whole system is grossly 
underfunded.  
 
 
The real problem with Medicare is that it was designed for another time 
 

When we first started debating Medicare over 80 years ago, most health problems 
were acute illnesses, like tuberculosis, diphtheria, and accidents and injuries.  However, 
now most health problems are chronic illnesses like heart disease, cancer and diabetes.  
Our health care system copes relatively well with acute illness and Canadian outcomes 
after heart attacks10 and car accidents11 compare favorably with anywhere else in the 
world.  But our system does poorly with chronic illness.  For example, studies have 
shown that more Americans with high blood pressure have their blood pressure properly 
controlled 12 and more American women are screened regularly for breast cancer.13  
Typically fewer than 40 percent of persons with chronic illnesses are even taking the 
correct medication. 14,15  As a result, thousands of Canadians die every year and tens of 
thousands are hospitalized from heart attacks, strokes, kidney failure and other 
complications from their chronic illnesses.16 
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At the beginning of Medicare almost all care for complicated conditions was 
provided in hospitals.  Patients were often admitted to hospital for ‘investigations,’ a 
rarity today.  As a result, what was once provided under one roof is provided under many.  
Patients frequently find that it takes them months to get all their tests and see the right 
specialists.  
 
For-profit clinical services are overall of poorer quality and more expensive 

 
 Depending on the exact wording of the survey, approximately two-thirds of 
Canadians are opposed to so-called two-tier medicine in which the wealthy pay privately 
to jump queues in the public system for doctors and hospital care.17  The current public/ 
private debate is increasingly focussed on the extent of public coverage (especially home 
care and pharmacare) and whether governments and health authorities should contract out 
their publicly funded clinical services to for-profit corporations.  During the 1980s and 
1990s, hospitals contracted out non-clinical services (e.g., laundry and food) as well as 
laboratory services.  There was very little evaluation of these policies.  It is only in the 
past five years that there has been a major thrust to contract out surgical and other clinical 
services.  Some claim that if the public pays it does not matter who delivers the service, 
but others claim that profit is incompatible with care. 

 
 

The evidence 
 
 In May 2002, a group led from McMaster University reviewed all the individual 
studies that compared the mortality rates of for-profit and non-profit hospitals.18  The 
group found 15 studies that met their rigorous requirements.  There were 14 studies of 
adults, which included over 36 million patients, and one maternity study, which included 
over 1.6 million births.  Adults had 2 percent higher death rates in for-profit hospitals, 
while the infant mortality rate was 10 percent higher.  The investigators estimated that, 
applying these results to Canada, if all hospitals were converted to for-profit status there 
would be an additional 2,200 deaths per year.  This is higher than the numbers who die 
every year from suicide, colon cancer or car accidents.  The for-profits tended to have 
fewer staff and less well trained staff.  These factors have been found to be associated 
with higher death rates in other studies of the quality of hospital care. 19 
 
 The McMaster group recently published a second review comparing for-profit and 
non-profit dialysis care.20  They found that for-profit dialysis clinics had 8 percent higher 
death rates than non-profits.  The poorer results in for-profits were linked to fewer staff, 
less time allowed for dialysis, and lower doses of needed medications.  The results 
suggest that in the US there are 2,500 premature deaths every year for people on dialysis 
because their care is being provided by for-profit clinics.  The investigators calculated 
that there would be approximately 150 premature deaths per year if Canada contracted 
out all its dialysis care to for-profit clinics. 
 
 A review in 2000 found that for-profit nursing homes tended to have poorer 
quality than non-profits. 21  For-profits tended to have fewer and poorer trained staff and 



 

 

21 

 

had higher staff turnover.  They also had more violations found by federal inspectors; 
higher rates of skin ulcers, pneumonias, falls and fractures; greater use of restraints; and 
less spending on food.  One Canadian study by Evelyn Shapiro and her Manitoba group  
concluded that residents in for-profit facilities had higher rates of hospitalization for 4 out 
of 8 conditions, which are sens itive to poor quality of care in nursing homes.22  There is 
little peer-reviewed literature comparing for-profit with non-profit home care, but the few 
studies point in the same direction of poorer quality in for-profits. 
 
 Himmelstein concluded that for-profit US health maintenance organizations 
(HMOs) rated lower than non-profit HMOs on all 14 quality indicators measured by the 
National Committee for Quality Assurance. 23  The authors estimated that there would be  
 
an extra 5,925 breast cancer deaths annually in the United States if all HMOs were for-
profit.  
 

It also appears that for-profit care is more expensive.  Woolhandler analyzed 1994 
data from all 5,201 acute care hospitals in the US 24 and found that for-profit hospitals 
were 25 percent more expensive per case than public facilities.  Private non-profit 
hospitals were in the middle.  Fifty-three percent of the difference in cost between public 
and for-profit hospital care was due to higher administrative charges in commercial 
facilities.  
 
 Silverman used data from the entire American Medicare program, which insures 
all persons 65 years and older as well as those with certain chronic illnesses, and found 
that health spending was higher and increasing faster in communities where all beds were 
for-profit compared with communities where all beds were non-profit.25   Spending was 
growing fastest in those communities that had converted all their beds to for-profit care 
during the study period.  Spending fell the most in those communities which converted 
all their beds to non-profit care. 
 
 Two Canadian case studies add to this international evidence.  In 1997, the 
Manitoba government attempted to contract out 25 percent of Winnipeg’s home care 
services to the for-profit sector.  Even though originally 30 for-profit firms had displayed 
interest, ultimately only Olsten applied for a contract.  Furthermore, Olsten withdrew 
after only six months because it could not make money on what was being paid for public 
sector care.26  In 1993, the Prince Albert District Health Board discontinued a contract 
with a private laboratory and saved approximately 50 percent of the costs. 27 
 

Recent rhetoric claims that introducing more private markets in health care 
finance and delivery would lead to more efficient health care.28,29  However, the reality is 
the opposite.  Overall, more private finance would decrease access and quality while 
increasing costs.  It is often assumed that for-profit companies wring efficiencies by 
eliminating unnecessary production costs.  Silverman’s work and economic theory 
strongly suggest that for-profits will find it much easier to expand revenues than to 
decrease costs.  From Justice Emmett Hall’s 1964 Royal Commission on Health Services 
to the 2002 Romanow Royal Commission, Canadian inquiries have consistently 
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concluded that health care is not a normal market good.  Asymmetry of information 
between providers and patients prevents the consumers of health care from being fully 
informed − a key factor for the establishment of any market.  The consequent public 
policy reactions of legislation and regulation (for doctors, hospitals, drugs  and so on), 
which are necessary to protect consumers, present further barriers to the establishment of 
a traditional market. 
 

As a result of these special features of health care markets, commercial 
enterprises tend to find it more profitable preferentially to select healthier clients, deny 
needed care, and sell questionably appropriate services than to improve efficiency. 30  
 
 
PFI to P3s: Perfidious Financial Idiocy to Public Private Pickle 
 

Recently, advocates for more private sector involvement in health care have 
suggested that governments contract with commercial firms to build and manage 
hospitals and other health facilities.  In 1992, the British Conservative government 
introduced the Private Finance Initiative (PFI) to facilitate the building of public works.  
The concept has since spread to Canada under the name of ‘public-private partnerships’ 
or P3s.  The Ontario gove rnment used a P3 to build highway 407 north of Toronto and 
plans to use P3s to build two hospitals.  British Columbia and Alberta are also actively 
investigating using P3s to build new health facilities.  
 

The concept behind P3s, as stated by their proponents, is that the private sector 
provides the capital and takes on the risks while the public sector reaps the benefits.  
However, the risks are never really transferred to the private sector. The public is still 
responsible for needed services or infrastructure even if the private sector walks away. 
For example, the Ontario provincial auditor concluded regarding highway 407: 31 
 

“We observed that, although cited as a public-private partnership, the 
government ’s financial, ownership and operational risks are so significant 
compared to the contracted risks assumed by the private sector that, in our 
opinion, a public-private partnership was not established. ”  

 
 

Second, the costs of capital for these projects are much higher.  Allyson Pollock 
and her colleagues at University College in London have dissected the experience of the 
PFI in Britain and concluded that the PFI capital costs are twice what they would have 
been if the hospitals had been publicly constructed. 32  To quote Richard Smith, the editor 
of the British Medical Journal, “…the schemes produce more problems than solutions, 
partly for the simple reason that private capital is always more expensive than public 
capital.”33  Any homeowner knows that a 1-2 percent higher mortgage rate translates into 
tens of thousands of dollars in extra interest payments over 25 years.  
 

When the Nova Scotia government announced its decision to end its P3 program 
used to build schools, Finance Minister Neil LeBlanc noted that the previous government 
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had used the P3 concept to push the expenses off the province’s books − not because it 
was a good idea.34  Far from transferring risk, the P3 schools program in Nova Scotia cost 
taxpayers an additional $32 million which, LeBlanc noted, could have built three other 
schools.  It looks like P3s are yet another private sector chimera.  They are certainly no 
saviour.  
 
 
Avoiding problems with our trading partners 
 
 Canada has asked that health care be reserved as a public service under the North 
American Free Trade Agreement.  However, the US does not accept that Canadian health 
care is a public service.  Experts do differ in their degree of concern about this issue, but 
they tend to agree that the more commercial health care activity Canada allows, the more 
difficult it will be to maintain that health care is, in fact, a public service.35,36   Mr. 
Romanow has concluded that no one really knows with certainty how significant trade 
issues are for Medicare.  He has advised the federal government to be more protective of 
the public nature of the health care system. 
 
 
Conclusions about for-profit health care 
 

• For-profit care is, in general, more costly and of poorer quality.  There is 
strong evidence that for-profit hospitals cost more and provide poorer 
quality care.  There is strong evidence that for-profit dialysis clinics 
provide poorer quality care than not-for-profit clinics.  There is suggestive 
evidence that for-profit long-term care homes provide poorer quality care 
and weaker evidence that for-profit home care provides poorer quality 
care.  Much less research has been conducted in other areas including lab 
and diagnostic services.  

 
• Public-Private Partnerships (P3s) cost more money.  The private partner 

borrows the money to front the project, but has to pay higher interest rates 
than if government put up the cash.  The public sector still retains most of 
the risk. 

 
• Permitting for-profit providers to enter a new sector or allowing the 

growth of for-profit providers means that it will be more difficult for 
Canada to maintain that health care is a public service and prohibit for-
profit providers from entering the Canadian market. 

 
 
Concerns about public health infrastructure and services 
 

Public health prevents illnesses and, therefore, its successes are silent victories.  
However, there are signs that the veneer is peeling and the damage to public health’s 
infrastructure is increasingly visible.  Despite almost constant headlines about a crisis in 
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the illness-treatment system, many observers think that if there is a crisis it is in public 
health:  
 

• Justice Horace Kreever noted in his report37 that “Public health departments in 
many parts of Canada do not have the resources to carry out their duties.” 

 
• A report on public health infrastructure was presented to federal/provincial/ 

territorial Deputy Ministers of Health in June 2000, but they refused to allow the 
report to be tabled.  The report noted that “There seems to be agreement that only 
one crisis can be handled at a time.”38  

 
• The Canadian Medical Association Journal referred to public health as “being on 

the ropes.”39  
 

Canadians are prevented from hearing about these problems because government 
directly employs public health practitioners.  While hospitals and doctors routinely leak 
damming reports or amplify their problems to the media, public health mainly suffers in 
silence. 
 

Dr. John Frank, one of Canada’s senior public health physicians and Director of 
the Canadian Institute of Population and Public Health, has identified five major issues of 
public health consequence:40  
 

1. One world, no boundaries 
 

 2. New epidemics of chronic disease 
 

2. Environmental degradation and change  
 

 4. The perils of untested new technologies 
 
 5. Public health: an evaluative conscience for the clinical care system 
 

Each of these is described briefly in turn. 
 
 
1. One world, no boundaries 
 

While Canadians are smug about the elimination of epidemics of infectious 
diseases, there are daily reminders that an innocuous outbreak thousands of kilometers 
beyond our borders can quickly wreak devastation here.  HIV/AIDS did not exist in 
North America prior to 1980, but it is now one of the leading causes of death for young 
men.  The West Nile virus did not exist in North America prior to 1999, and that year 
caused only 62 known human infections and 7 deaths.  However, after the carnage is 
added up from 2002, there will likely have been 4,500 confirmed cases and 300-plus 
deaths.41  As of December 31, 2002, Ontario reported over 300 confirmed or probable 
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cases and seven deaths.  The Great Lakes states of Ohio, Michigan and Illinois were the 
hardest hit area of the continent, reporting nearly half of US cases. 
 

West Nile might be on its way to becoming a truly modern plague.  Or, it may 
peter out in the next few years.  Or, a vaccine might be developed.  However, it is 
noteworthy that this potential catastrophe is occupying considerably less political 
attention than the crise du jour in the health care system.  
 

Tuberculosis is usually considered a disease of the past, but worldwide it is more 
common than ever.  It has become particularly troublesome because an inc reasing 
percentage of cases are resistant to multiple antibiotics and can only be treated with long, 
expensive courses of antibiotics.  Canada’s public health system appears unable to mount 
the most basic control programs.  A recent study documented that only 20 percent of 
immigrants to Ontario adhered to TB follow-up.  Only 6 percent were given therapy to 
prevent future episodes of TB.42  Dr. Barbara Yaffe, an associate medical officer of 
health with Toronto’s Public Health Department, admitted that monitoring of immigrants 
with inactive cases is inadequate.43  In 2001, the Department of Public Health received 
3,300 referrals from federal Immigration officials for inactive TB.  They should be 
monitored regularly for 3-5 years but, Dr. Yaffe admitted, “…we have had to cut back on 
our follow up.  In fact, we do quite minimal follow-up at this point.” 
 

Finally, as mentioned earlier, Canada is the only developed country with sub -
national immunization schedules.  
 
 
2. New epidemics of chronic disease 
 

The main health problems currently facing Canadians are chronic illnesses.  
While some chronic illnesses such as coronary heart disease have waned, other illnesses 
such as diabetes and asthma have dramatically increased their incidence.  There is 
currently a growing epidemic of childhood obesity, which is fueling the epidemics of 
diabetes and end stage kidney disease and may portend a future resurgence in coronary 
heart disease. 
 
3. Environmental degradation and change 
 

While there is a raging political debate about whether human activity is 
responsible for threats to the environment, there is no debating that there is major 
environmental change and that this has grave implications for human health.  There is 
widespread contamination of ground water from which many Canadians, especially in 
rural areas, draw their drinking water.44  And yet, there appears to be less public health 
capacity to protect us from outbreaks of water-borne illness like those in Walkerton, 
Ontario and North Battleford, Saskatchewan. 45  The estimates of the costs to renovate 
Canada’s water systems are in the tens of billions of dollars.46 
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There are also concerns about air quality, especially in the Greater Toronto Area 
and BC’s lower mainland.47  It has been estimated that in the city of Toronto alone there 
are approximately 1,000 premature deaths, 5,500 hospital admissions and over 60,000 
cases of bronchitis in children every year due to polluted air. 
 

Finally, global warming may change the distribution of a number of insect-borne 
diseases including West Nile and malaria.  
 
 
 
 
4. The perils of untested new technologies 
  

Canadians rely upon public health agencies to protect us from dangerous drugs, 
foods and other products.  There have been recent concerns that the fine balance between 
making effective drugs available in a timely fashion and. protecting the public from 
dangerous products has tipped in favour of the drug industry.48  Seven drugs approved 
since 1993 and later withdrawn from the market have contributed to at least 1,000 deaths 
across North America.  
 

In addition, there have been recent concerns about ‘mad cow disease,’ E. Coli 
contaminated hamburger, contaminated herbal and alternative health products.  Finally, 
there are also concerns about the explosion of genetic tests and procedures, which are 
touted to a worried public.  However, closer evaluation often reveals that the benefits 
may have been overblown, especially for low-risk persons.49 
 
 
5. Public health: an evaluative conscience for the clinical care system  
 

As Dr. Frank describes it, health care systems have been based on treating those 
who “come through the door” and not on who actually needs care.  As a result, family 
doctors spend approximately one in eight visits treating people for colds, even though 
most should not be seen at all or advised on the telephone.  While public health has 
responsibility for a geographical area, family doctors typically only take responsibility for 
one episode of care for their patients.  Very few family doctors have lists or rosters of 
patients and fewer still have lists of patients with certain conditions, which require 
detailed follow-up (e.g., diabetes). 
 

Manitoba has developed a registry and follow-up program for childhood 
immunizations , but across the country there is little public health involvement in these 
clinical preventive services or with those for cervical cancer or breast cancer.50  
 

All provinces except Ontario have moved to some form of regional authority 
model for health services.  For example, in the western provinces, typically hospital, 
long-term care, home care, mental health and public health services are now under one 
budget and one management team.  The regional authorities have not been able to 



 

 

27 

 

achieve their full potential because they are just now starting to plan services around their 
populations.  The old system of waiting for patients to come through the door still 
dominates planning and resource allocation.  
 
 
Public health: pay a little now or a lot in the future 
 

Public health is a victim of its success.  The elimination of the epidemics of 
infectious disease, which plagued Canadians up until the mid-twentieth century, has 
blinded us to the threats of new infectious diseases.  We are also ignoring the huge 
potential for public health to deal with chronic illnesses, environmental threats and new 
technologies.  Finally, we are paying little attention to the potential for public health to 
improve the functioning of the health care system.  We seem to have forgotten the public 
health maxim that one cannot ever build a big enough hospital at the bottom of the cliff 
without first building a fence around the top.  Public health is the fence around the top of 
the cliff. 
 
 
We can fix Medicare with innovation  
 

Fortunately, there are examples from all over the country demonstrating that we 
can fix our health care system's problems.  Canadian typically identify the following 
problems with their health care system: 
 

1. Hospitals and emergency rooms (ERs) are overcrowded. 
 
2. It’s hard to find a doctor. 

 
3. Drugs are unaffordable. 

 
4. There are long waits and delays throughout the system. 

 
This section examines these key symptoms, probes each for a diagnosis and then offers 
examples of successful therapies 
 
 
Eliminating crowding in ERs and hospitals 
 
What’s the diagnosis?   
 

Many Canadians erroneously believe that ER overcrowding is due to too many 
persons presenting with minor illnesses.  While these patients are a nuisance in ERs and 
suffer inconvenience, the y generally wait until there are no other emergent and urgent 
patients to see.  Severe ER crowding only occurs when there are more ER patients 
waiting for admission than there are available inpatient beds.  This leads to a situation 
was has been dubbed “hallway medicine,” in which ER staff must provide care to 
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critically ill patients while still attempting to deal with new patients coming in the door. 
 

It is important to look beyond the headlines to determine who are in the hospital 
beds when the gurneys build up in the ER.  
 

• The worst cases of hospital gridlock usually coincide with annual surges of 
influenza activity. 51 

• At least one-third of hospital patients do need some care (e.g. , home care) but not 
acute hospital care.52,53 

• Many hospital patients could have had their acute episode of illness prevented 
with better management of their chronic conditions. 54  

• Many illnesses can be completely prevented.55, 
 

 

What are the prescriptions? 
 
1. Comprehensive influenza management 
 

Canadian urban hospitals tend to operate at over 90 percent capacity.  In care 
systems with little reserve, the most important management issue is surges in demand.  
Nearly every winter, there is a two to four week surge in influenza cases following a two 
to three week warning period.  If this surge coincides (as it often does) with an increased 
demand for elective surgery, the system’s supply of acute care beds is rapidly depleted, 
stretchers fill emergency room corridors, and ambulances are diverted.  
 

In 1999-2000, the annual influenza epidemic was unexpectedly severe.  
Emergency departments overflowed from London to Los Angeles.  In Canada, a number 
of cities − Vancouver, Toronto and Montreal included − faced gridlock in their hospital 
systems.  However, the same was not true for Saskatoon, Calgary and Edmonto n.  These 
cities had implemented comprehensive influenza management plans in advance of the 
surge and were able to avoid gridlock.  These plans included: 
 

• Immunization of people over the age of 65 and those with chronic illnesses. 
• Immunization of all health care staff.  
• The monitoring of the community for influenza activity, especially long-term care 

facilities.  
• Management of outbreaks in long-term care facilities (LTCFs) including the 

prompt use of anti-viral medications.  The frail elderly may not be immune after 
vaccination so it is crucial to treat them as soon as flu is found within a facility.  

• Overall bed management plans including the scaling back of elective admissions 
and working with local physicians to keep their offices open additional hours (to 
deal with milder cases). 

 
 
2.  Give patients the level of care which is appropriate for their condition 
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Up to 50 percent or more of days in hospital are for patients who should be 
receiving care in other locations including home, hospice, long-term care or rehabilitation 
facilities.56,57  Approximately 70 to 80 percent of cancer patients die in acute care beds or 
emergency departments when they would prefer to die in their own homes or home like 
settings.  Edmonton established a regional palliative care program in 1995.58  By the 
second year of the program, there had been a reduction in the proportion of cancer deaths 
in acute care facilities from 86 percent to 49 percent.  If every community mounted such 
a palliative care program, there would be approximately 1,800 hospital beds freed up for 
acute care patients.  This is roughly the same number of beds as for the whole city of 
Winnipeg. 
 

Paralleling the growth and interest in palliative care for advanced cancer; 
concerns have been raised about other end-of- life issues.  Too many older persons who 
do not wish aggressive medical treatment are nevertheless given such treatment before 
they die. 59  Advanced Health Care Directives offer older people and their families an 
opportunity to choose the level of intervention that they wish before a life-threatening 
illness develops. 
 

Dr. Willie Molloy and his group at McMaster University implemented the LET 
ME DECIDE directive in 1989.  It allows people to document their wishes in the event of 
non-reversible (e.g. , Alzheimer’s or certain strokes) or reversible (e.g., pneumonia, 
bleeding ulcers) life-threatening illness.  A study of the LET ME DECIDE directive 
showed that the participants used 61 percent fewer acute hospital days.  The investigators 
estimated that overall health care costs were 33 percent lower for the participants in the 
LET ME DECIDE homes.60 
 
 
3. Better management of chronic illness to prevent complications 
 

While Medicare was designed to provide acutely ill patients with access to 
hospitals and physicians, managing chronic illness and an aging population requires 
community-based care and a focus on maintaining function and health.  A system 
designed mainly for acute care will be overwhelmed with chronic patients who develop 
complications.  Over the past 10 to 15 years, provinces and communities have gradually 
developed some community programs that reduce the demand for acute and long-term 
care institutions.  
 

For example, a pilot project in Britis h Columbia provided 4-12 hours of health 
promotion to patients who were applying for long-term care.  After 36 months, the 
patients receiving health promotion were 39 percent less likely than members of the 
control group to have died or to have been placed in a long-term care institution. 61  
 

Diabetes affects only about 6 percent of the population, but diabetics have 32 
percent of the heart attacks, 51 percent of the new cases of kidney failure and 70 percent 
of amputations.62  Better control of diabetes can greatly reduce these complications. 63  
The Sault Ste. Marie Group Health Centre is Canada’s largest alternatively funded group 
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practice and has 44,000 enrolled patients, 60 doctors and over 100 nurses.  It also has an 
electronic medical record with a registry of over 2,200 diabetic patients.  Since January 
2000, the Centre has documented major improvements in all aspects of diabetes control.64  
 

Congestive heart failure (CHF) is the number one cause of non-reproductive 
hospital admissions in adults.  The Sault Ste. Marie Group Health Centre uses specially 
trained nurses to follow their CHF patients after discharge.  This project decreased the 
rate of readmissions by over 60 percent within the first six months.65 
 
 
4. Preventing chronic illness 
 

Adult onset (or type II) diabetes was very rare in First Nations people prior to 
contact with Europeans.  Now, more than 25 percent of adults over 50 years of age in 
some Aboriginal communities suffer from this condition. 66  A healthy lifestyle (including 
diet, non-smoking and exercise) could prevent over 80 percent of coronary heart disease 
cases.67  However, it is a challenge for health care systems to translate these theoretical 
gains into tangible outcomes.   
 

Several Aboriginal communities have developed prevention programs which 
reinforce First Nations culture.  The Kahnawake School Diabetes Prevention Project of 
the Mohawk Nation has led to improvements in diet and rates of physical exercise in 
children. 68  However, other programs have not had similar success.69 
 

These programs show potential, but they also highlight the health system’s limited 
ability to engineer the massive social change required to effect population lifestyles.  For 
example, the Kahnawake intervention involved bans of ‘junk food’ from the school. 70  
This might not be a popular policy with fast food chains, which presently sell their 
products in 30 percent of American high schools. 71  
 

It is important to ensure that health promotion is incorporated into clinical 
practice.  As a society, we need to continue to develop strategies that will allow us to 
achieve more of our potential for prevention. 72  
 
 
Improving access to doctors 
 
What’s the diagnosis? 

 
Canadians are encountering increasing difficulty in finding a family doctor and 

there are complaints of long waits for specialists.  Despite these claims of shortage, 
Canada actually has more doctors than ever before.  According to the Canadian Institute 
for Health Information’s latest data, there were 58,546 doctors in Canada in 2001.73  The 
physicians per capita ratio rose from 152 per 100,000 in 1981 to 195 per 100,000 in 1993, 
a 28 percent increase.  Then it dropped to 187 in 1997, rising to 189 in 2001.  
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A recent CIHI report concluded that, after adjusting for various demographic 
changes in the general Canadian and physician populations, the functional doctor patient 
ratio had declined by 5 percent from its all time peak in 1993.74 
 

Despite the alleged mass migration of Canadian physicians to the United States, 
only a small proportion of Canadian doctors leave the country in any one year.  The 
outflow actually peaked in 1978 when 873 of all Canadian doctors departed and only 192 
returned for a net loss of 681 or 2.7 percent of all physicians.  In 2001, 609 doctors left 
Canada, while 334 Canadian doctors returned for a net loss of 275 or 0.5 percent of the 
physician workforce.75  
 

Of course, there are different numbers in different provinces and regions.  Quebec 
has 14 percent more doctors per capita than the Canadian average and Saskatchewan has 
19 percent less.  From 1995 to 2001, there was a 14 percent increase in the number of 
specialists (per capita) in Nova Scotia but a 9 percent decrease for Ontario family 
doctors.  Nevertheless, the stories of perceived shortages are similar everywhere in the 
country. 
 

Where have all the doctors gone?  

 
Most Canadian doctors receive the vast majority of their income from fees for 

service.  Under fee for service, doctors are penalized if they provide comprehensive care 
and are greatly rewarded if they see as many patients as possible.  Fee schedules pay 
much more on a fee- for-time basis for procedural rather than cerebral services.  Put more 
crudely, fee for service pays doctors much more to cut and prod than listen and think.  
 

For example, in Ontario,76 a gastroenterologist earns 62 percent more for a 
complete endoscopic examination of the colon than for a full consultation77 and an 
ophthalmologist receives nearly nine times as much for a cataract extraction and lens 
insertion than for a consultation.78  In each case, the consultation would take longer than 
the procedure.  An obstetrician/gynecologist is paid 25 percent more for a hysterecto my 
than for a normal vaginal delivery even though the delivery takes more time and is 
fraught with more danger.79  
 

Although these perverse incentives have been with us for decades, there does 
appear to have been a recent accelerated departure from comprehensive care.  An Ontario 
study of family physician practice patterns between 1991 and 1997 found reductions in 
the numbers of family physicians working in hospitals or nursing homes, delivering 
babies or providing house call services. 80   There was a 55 percent increase in the 
proportion of family doctors who did nothing other than see patients in their offices.  
 

Several reports have suggested that better use of teams could improve access, but 
there is a paucity of effective teamwork in health care, particularly outpatient settings.  
Specialists often see patients who could be seen by family doctors or nurses, while 
specially trained nurses or others could perform much of the day-to-day work of family 
doctors.  Provincial Medicare plans do not allow nurses to bill, while doctors cannot bill 



 

 

32 

 

for independent work performed by their nurses, and there are very few interdisciplinary 
clinics using alternative funding mechanisms.  Furthermore, there are few routine 
arrangements encouraging specialists and family doctors to cooperate.  
 
 
 
 
 
What are the prescriptions? 
 
Primary health care reform 
 

In three small towns in southwestern Saskatchewan, one doctor working in a 
high- functioning team with three nurse practitioners and the rest of the regional staff 
(long-term care, public health, mental health, home care) manages over 3,200 patients.  
This is over twice the patient load of a regular family doctor.  And, depending upon the 
location, 80-98 percent of non-emergent patients can be given an appointment within 48 
hours of calling for one. 
 

If all family physicians could work in a similar high- functioning team practice, 
Canada would need at most 15,000.  According to the Canadian Institute for Health 
Information, in 2001 Canada had over 29,627 family physicians, which translates into 
roughly 26,600 full time equivalents. 
 
 
Shared care: better use of specialists 

Specialists, like family doctors, can be more efficient if they work in teams with 
family doctors, nurses and other care providers.  Traditional specialty practice in Canada 
is based on seeing patients in consultation who are referred by family doctors.  This 
arrangement is very inefficient because frequently a family doctor only needs a quick 
phone call with the specialist to clarify a specific issue.81  In some communities, some 
specialists provide ongoing care to patients that could be provided by family doctors with 
some intermittent ‘coaching’ from the specialist.  Our present complement of specialists 
could greatly extend their range, with the appropriate supports. 
 

For example, the Hamilton HSO (Health Service Organization) Mental Health 
and Nutrition Program has 23 full time equivalent mental health counselors and 2.2 
psychiatrists working with 87 family doctors in 51 different sites.  In 1999, the family 
doctors made 4,200 referrals to the program.  This program increases the access to 
specialist expertise without increasing their supply  
 

These programs do not prevent patients from seeing specialists.  Rather, they 
ensure that the specialists available are used to their full potential.  New funding 
mechanisms are required to implement such novel approaches.  Otherwise, there is no 
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compensation for the specialists to provide advice and continuing education to other team 
members.  
 
 
 
Telephones and telehealth 
 

Health care personnel can also increase their productivity by doing more work on 
the telephone.  A Dartmouth University study found that when telephone calls replaced 
follow-up visits for patients with chronic illness, overall health care costs were reduced 
by 30 percent, with improved health outcomes.82  A recent California study found that 
placing sophisticated video equipment in the homes of home care patients allowed nurses 
and doctors to care for more patients with no deterioration in outcomes or patient 
satisfaction. 83 
 

A number of studies have found that patients greatly appreciate being able to 
speak with a nurse before deciding whether to go to an emergency department or other 
health facility.  A British experimental trial found that nurse telephone advice after 
regular office hours reduced patient visits to primary care centres by 38 percent, home 
visits by 23 percent and the need for telephone advice from doctors by 69 percent.84  
Other patient outcomes were slightly better in the nurse advice group.  The province of 
Quebec has had a province-wide nurse telephone advice line (Info-Santé) since 1994.  
The nurses are based in the province’s network of 160 community health centres or 
CLSCs (centres locaux services communautaires) although after-hours calls are routed to 
a regional number.  An evaluation of the Info-Santé showed a very high rate of 
satisfaction; 76 percent of callers said that without the service they would have gone to an 
emergency room or a doctor’s office.85  New Brunswick, British Columbia and Ontario 
also have a province-wide service and other provinces are actively engaged in planning 
similar services. 
 
 
Making prescription drugs affordable 
 
what’s the diagnosis? 
 

Increasingly, Canadians are concerned that they cannot afford the medications 
they need.86  Within a couple of years, Canada will spend more for prescription drugs 
than for doctors’ services.  Prescription drugs has been the fastest growing area of costs 
for public or private plans since 1975.  Only 43 percent of the costs of prescription drugs 
are paid for publicly, compared with 70 percent for overall costs and 90 percent-plus for 
hospitals and doctors.87  
  

Under the Canada Health Act, the provinces are to provide first dollar coverage 
for medically necessary care from doctors and in hospitals.  Canadians have access to 
medications while in hospital but, as with home care, there is no requirement under the 
Canada Health Act that provinces cover outpatient pharmaceuticals.  Gradually , 
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provinces built up their pharmaceutical coverage − typically starting with tuberculosis 
and other communicable diseases.  The picture across the country now resembles a 
patchwork quilt, with some provinces providing universal programs with user charges 
while others cover only certain diseases (e.g., cancer or diabetes) or groups (e.g., the 
elderly or those on social assistance).  
Patent protection is not the major cause of escalating drug costs.  
 

A convincing case has been made against the extended patent protection that the 
pharmaceutical companies have wrought from Canadian and other legislators in the past 
20 years. 88,89  While this is an  important issue, the lengthening of pharmaceutical patent 
protection has had relatively little impact on overall drug expenditures.  An Industry 
Canada study, which was used by opponents of patent extension, estimated a $290 
million cost to consumers from 1993 to 2000 because of extended patent protection. 90  
This is not a trivial amount of money, but it represents only 2 percent of Canada’s annual 
prescription drug costs, which are expected to reach $14.6 billion in 2002. 91 
 
 
Most of the increase in pharmaceutical costs is related to poor quality prescribing 
 
 Doctors tend to prescribe new drugs when they may be no more effective than 
older cheaper drugs and they also tend to over-prescribe drugs of all types.  A recent 
study showed that a high blood pressure medication, chlorthalidone, which is over 40 
years old, is more effective than two ve ry new drugs and is less than 3 percent of the cost 
of the latter.93  A recent study for British Columbia estimated that the province’s 
pharmacare per capita expenditures for high blood pressure medication for the elderly 
had risen by almost two and a half fold from 1986 to 1996. 94  However, only 4 percent of 
this increase was due to price increases and 96 percent was due to the prescribing of 
newer, often less effective, and potentially more dangerous medications.  A recent 
Ontario study showed that most of the patients who were prescribed the latest generation 
of anti-arthritis drugs had not been tried on less expensive medications, some of which 
are 3 percent of the cost of the newer drugs. 95 
 

A Quebec study showed that in one calendar year, one in two of the province’s 
seniors were given a potentially dangerous prescription. 96  Thirty percent had been 
prescribed valium-like drugs inappropriately.  On the other hand, as mentioned 
previously, only 20 to 40 percent of patients with chronic illnesses like asthma, high 
blood pressure or coronary heart disease are taking the correct medications.  Every year 
hundreds of thousands of Canadians are hospitalized and thousands die because of poor 
quality prescribing – either too many of the wrong drugs or too few of the right ones. 
 

Poor quality of prescribing is due to: 
 

• Drug companies marketing practices overwhelm doctors’ lack of knowledge 
and training in pharmacology.  Drug companies spend more than twice as 
much on marketing as they do on research and development.65  Almost all of 
these resources are poured into the promotion of new medications to doctors, 



 

 

35 

 

particularly the key opinion leaders within a particular community.  The 
information given to doctors is glossy in its portrayal of benefits but the 
discussion of side effects is in fine print.  Reviews have concluded that 
Canadian doctors have deficient training in clinical pharmacology, the basic 
science of drug prescribing. 97  Once in practice, doctors may claim they get 
their information on the use of drugs from medical journals and conferences 
but, when tested formally, they appear to be influenced by the pharmaceutical 
companies’ marketing efforts.98,99   

 
• Patients do not have easy access to purveyors of non-drug therapies.  Many 

disorders can be treated solely with non-drug therapies and others are treated 
more effectively when non-drug therapies are used to complement 
pharmaceutical therapy. 100,101  However, physicians, particularly family 
physicians, have restricted access to psychologists, social workers, dietitians, 
rehabilitation therapists, chiropractors and other professionals who provide 
non-pharmaceutical therapies.  Furthermore, these services are usually not 
covered by provincial Medicare plans.  

 
• Pharmacists are the experts in medication but, outside of hospitals, they 

typically work in isolation from doctors and other professionals.  There are 
numerous studies showing that more integration of pharmacy services lead to 
better outcomes for patients.102  Canadian pharmacists’ knowledge is greatly 
underutilized and they have relatively few professional interactions with 
physicians.  

 
 
Savings through administrative efficiencies: public payment 
 

It is estimated that pharmacare would realize one-time only savings of 10 to 20 
percent through the efficiencies inherent in public administration. 103  
 
 
What’s the prescription? 
 

If the main reason for unsustainable drug costs is inappropriate prescribing, then 
the solutions must involve improving the quality of care.  There are three general 
directions for needed reforms: 
 

1. Better use of non-pharmacological therapies 
 
2. Improving the quality of prescribing 

 
3. Reducing the costs of medications dispensed 

 
 
Better use of non-pharmacological therapies 
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Patients should have easy access to purveyors of non-drug therapies such as 

physiotherapists, social workers, dietitians and exercise therapists.  For example, all 
persons with coronary heart disease could benefit from rehabilitation through exercise 
training, but few such patients have access to exercise programs. 
 
 Coronary heart disease (CHD) is the most common single cause of death in 
Canada.  The past 30 years also have seen the deve lopment of many effective surgical 
and pharmaceutical treatments.  However, it has been known for over a decade that strict 
adherence to an ascetic diet and a vigorous but contemplative lifestyle can obviate the 
need for medication or surgery in many, perhaps a majority of cases. 104  There are many 
studies showing that even a moderate health promotion regime can reduce the amount of 
medication or surgery required by cardiac patients.105  However, relatively few patients 
with coronary heart disease have the opportunity to engage in a comprehensive 
rehabilitation program.  Typically, planners looking at narrow day-to-day bottom lines 
see these programs as frills.  
 
 The Toronto Rehabilitation Centre’s cardiac program is the largest and one of the 
oldest such programs in North America, treating 1,600 patients per year.  One of the 
Centre’s patients was the first heart transplant recipient to run the Boston marathon.  The 
program includes: 
 

• Fitness evaluation and individualized exercise prescription.  Patients must 
take at least one of the Centre’s classes every week (as well as completing 
four other sessions per week).  

• A lecture series for patients and their families covering a variety of topics 
related to living with coronary heart disease. 

• Peer group support for the patients who are accommodating themselves to a 
potentially fatal illness with major lifestyle change. 

 
 
Improving the quality of prescribing 
 

The public is accustomed to seeing the pharmacist as simply a dispenser of drugs 
rather than a skilled professional with at least five years of postsecondary education, 
including four years of pharmacy.  In the past twenty years, hospital pharmacists have 
become key players within multidisciplinary teams.  Outside of hospitals, there are few 
examples of such high functioning teams.  Integrating pharmacists into clinical teams 
with physicians is the best way to improve the quality of prescribing.  The better the 
pharmacists are integrated into practice, the more effective the quality improvement.  
 

Sometimes even small interventions can be effective.  An Ontario study provided 
feedback to physicians on their prescribing of antibiotics along with mailed educational 
material to alert doctors to more appropriate antibiotic usage.  Compared with control 
physicians, the experimental group had reduced costs and increased the use of first-line 
drugs.106  
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In the early 1980s, Harvard researchers Avorn and Soumerai demonstrated that 

so-called ‘academic detailing’ could improve physicians prescribing. 107  In academic 
detailing pharmacists visit doctors ’ offices and use the same techniques as drug company 
detailers, including sophisticated communications strategies and glossy materials left 
with the doctors.  But the information they provide is non-biased.  Despite the cost of the 
intervention, the program saved $2 for each dollar spent on the intervention. 108 
 

Gradually, there has been increasing use of academic detailing in Canada.  Dr. 
Bob Nakagawa, currently director of clinical pharmacy services for the Fraser Health 
Authority in British Columbia, started a program of academic detailing in North 
Vancouver.  The program features newsletters and one -on-one visits by a clinical 
pharmacist.  An evaluation of the program using a control community in the B.C. 
southern mainland found that there had been an improvement in prescribing quality and 
enough savings in drug expenditures to offset the costs of delivering the program. 109 
 

This type of program has spread to three other provinces : Nova Scotia, 
Saskatchewan and Alberta.  In Saskatchewan, the Saskatoon District Health Board 
pharmacy program runs the program ‘RxFiles,’ with financial support from the 
Department of Health.  RxFiles develops its topics from speaking with physicians and 
now contacts over 30 percent of the province ’s family doctors including over 60 percent 
in Saskatoon, Regina, North Battleford, Prince Albert and some rural areas.  
 

A next step in integration is to have pharmacists seeing physicians ’ patients in 
consultation.  Dr. Jana Bajcar, a University Toronto professor of pharmacy combines her 
academic pursuits with practice as part of the St. Michael’s Hospital’s family practice 
department.  She will see a patient in the clinic or at home and then provide expert advice 
to the doctor regarding the patient's drug management.110 
 

There are fewer examples of pharmacists practicing full time with physicians.  
Two exceptions are the REACH and Mid-Main Community Health Centres in East 
Vancouver.  The pharmacists dispense prescriptions to clinic patients but also deal with 
outside pharmacies and provide both formal, scheduled continuing education as well as 
opportunistic teaching on pharmacotherapy to other clinical staff.  
 
 
Reducing the costs of the medications dispensed 
 

In 1969, Canada implemented a system of compulsory licensing which greatly 
facilitated the access of generic drugs to the Canadian market.  Generic drugs are 
chemically identical to brand name drugs and sometimes even manufactured by brand-
name companies.  During the 1980s and 1990s, Canada lengthened the period of patent 
protection, which increased the time that brand-name drugs retained their market 
exclusivity.  
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However, most newly patented drugs are not dramatic innovations , or category 2 
drugs as defined by the Patented Medicines Price Review Board (PMPRB), “the first 
drug product to treat effectively a particular illness or which provides a substantial 
improvement over existing drug products, often referred to as ‘breakthrough’ or 
‘substantial improvement’”111 From 1994 through 2000 there were only 30 new category 
two drugs approved compared with 570 drugs in categories one and three.  
 

Category 1 drugs are ‘line extensions’ or reformulations of existing products (e.g. , 
a long-acting version of an existing drug). Category 3 drugs are defined as “a new drug or 
new dosage form of an existing medicine that provides moderate, little or no 
improvement over existing medicines.”  Sometimes category 3 drugs are referred to as 
‘me-too’ products because they are frequently manufactured by changing only a small 
part of an existing drug (e.g., adding one hydrogen atom to an existing drug allows for a 
new patented agent).  
 

The large number of ‘me-too’ drugs does offer opportunities to re-establish 
competition in the marketplace.  For example, there are over 20 non-steroidal anti-
inflammatory drugs (anti-arthritis drugs) available in Canada.  These drugs are similar in 
overall effect to aspirin (ASA) but some are over 100 times more expensive.  Some drugs 
work better for some people.  Others work better for others.  Some people tolerate some 
drugs better than others do.  Usually, there is no a priori reason to start with anything 
other than the least expensive drug in a particular therapeutic class.  
 

Hospitals have historically used formularies, which limit the drugs available 
within an institution.  The formulary committee decides which arthritis medications they 
will stock and which they won’t.  A Manitoba study concluded that introducing a 
formulary into long-term care facilities produced substantial cost savings. 112  In the 
1980s, some American health plans and health maintenance organizatio ns started using 
the formulary process outside of hospital.  This process is usually referred to as 
‘therapeutic substitution’ where different drugs that treat the same illness are grouped 
together in a therapeutic class and the most cost-effective ones are made available for 
first- line prescription. 113  
 

British Columbia introduced its own version of therapeutic substitution, the 
reference drug program in 1995.  British Columbia ’s program requires patients to use the 
most cost-effective or ‘referenced’ products unless their doctor completes a special 
authorization form and sends it to BC Pharmacare.114  The BC government claims that it 
has saved $200 million dollars in the program’s first five years, with annual savings 
running at approximately $44 million per year.115  Evaluation of the reference drug 
program has shown that it decreased costs for drugs without depriving patients of 
effective therapies. 116  
 
 
What doesn’t work: Charging patients for drugs 
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Studies of medical care and hospital care have demonstrated that financial barriers 
(e.g., user fees or private insurance) can deter poor and other vulnerable groups from 
accessing the health care system117,118  In Canada, we have similar evidence of the 
deleterious effects of user fees for drugs.  In the late 1990s, the Quebec drug plan began 
levying user charges on the elderly and poor who had previously been exempt from these 
charges.  Evaluators found that drug use decreased by 14.7 percent among welfare 
recipients and 7.7 percent among the elderly. 119  Emergency room visits increased 71 
percent.  Visits to doctors’ offices increased by 17 percent.  Emergency room visits by 
the mentally ill grew by over 558 percent.  The policy was estimated to have caused an 
extra 2,000 hospital admissions.  An American study has also found that user charges for 
drugs for seniors led to decreased use of essential drugs and increased numbers of 
admissions to nursing homes.120 
 
 
Shortening waits and delays throughout the system 
 
What’s the diagnosis? 
 

Waits and delays are signs of a possible capacity demand mismatch.  Anyone who 
has ever queued for a bus or waited to see the principal knows that wa its and delays are a 
fact of life.  Sometimes these delays are due to true lack of capacity to meet demand.  
However, most of the time spent waiting in the health care system is not due to capacity 
shortage.  Investigations of waits and delays should first assess whether, in fact, there is 
insufficient capacity to meet demand.  If there is insufficient capacity, then new resources 
are required.  If there is sufficient capacity, then different tactics are required. 
 

A sign of sufficient capacity is a steady state of wait times.  New cases being 
admitted match the ones being discharged, but there is a backlog of work resulting in 
waiting periods.  In this case, temporary increases in resources can deal with the backlog 
and then the service can see patients immediately.  
 

However, patients with serious illnesses usually need several tests or treatments 
that must be administered in tandem. And, if there are waits of any length for some, then 
patients often wait excessive time overall.  There were not as many problems at the 
advent of Medicare.  There were fewer diagnostic and therapeutic procedures available 
and most seriously ill or suspected seriously ill patients were admitted to hospital for 
‘investigations .’  With the great decline in the number of hospital beds, and increasing 
emphasis on not admitting patients unnecessarily, these patients now have to go through 
their series of tests and treatments as outpatients.  
 

For many Canadians, waiting for care has begun to look like ‘the Russian chicken 
three-step’ − the way Russians bought chickens in 1985.  First, our doughty comrade 
would have to line up for two hours to get a chicken voucher stamped.  Then and only 
then could he get into the second line and wait two hours to show the voucher and get a 
chicken.  Finally, our Russian friend would face waiting in a third line to give over his 
voucher, buy the chicken and exit the store.  



 

 

40 

 

 
Much cancer care in Canada looks like the Russian chicken story.  For example, 

to be screened for breast cancer, first a woman has to line up for a mammogram. 
Although the wait is generally not too long for this test, she then has to wait for the 
radiologist to read the x-ray and for the report to get back to her family doctor’s office.  If 
it is positive, then and only then, can she get into the second line and wait for a biopsy.  
Then the biopsy has to be read by the pathologist and the report is sent back to her family 
doctor's office.  Finally, if the biopsy is positive, then and only then can she get into the 
third line and wait for surgery.  Care for other complicated illness can also resemble an 
endless series of merry go-rounds from which a patient never emerges.  At each step, the 
patient might have to wait months for the next visit or investigation. 
 
 
What’s  the prescription 
 
When capacity is sufficient to service demand 
 

In this situation one needs to deal with the backlog and then eliminate separate 
waiting times within the system.  Using our Russian chicken example, there would have 
been a 67 percent time saving if the consumer could have just waited in one line instead 
of having to suffer through three.  
 

Sault Ste. Marie, Winnipeg and several other communities have centralized wait 
list management of breast cancer work-ups.  In most of Ontario, a woman with a positive 
mammogram is referred back to her family doctor who arranges the referral for a biopsy.  
But, in the Sault, the breast centre organizes the referral.  It should not be difficult to 
plan, because if a community does 1,000 mammograms one week, there will be 
approximately 40 biopsies needed the following week and then roughly 4 surgeries the 
week after.  The women who have positive mammograms this week can automatically be 
slotted into next week’s biopsy appointments and then the women with positive biopsies 
can be booked for surgery the second week.  
 

As a result, Sault Ste. Marie was able to reduce wait times from mammogram to 
breast cancer surgery from 107 to 18 days.  And it only took a couple of months to 
accomplish this.  Using similar techniques, the Calgary Regional Health Authority reduced 
time for transferring admitted patients from Foothills Emergency Room to other regional 
hospitals from 4.5 to 1.0 hours. 
 
 
When capacity is insufficient to meet demand 
 

When there is insufficient capacity to meet demand, there are usually cries to 
increase capacity.  But, as managers in most other sectors know, one can also try to 
modify the demand.  The US National Institute of Medicine has delved into these issues 
to a much greater depth than any organization in Canada.  The Institute’s 2001 book 
Crossing the Quality Chasm is simultaneously an indictment of that system’s current 
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poor quality and access and a prescription for reform.121 The actual mechanics of patient 
care are not too different between our two countries and Canada could learn a lot from 
Crossing the Quality Chasm. 
 

The Institute of Medicine recommends ten rules for health care organizations to 
redesign their care processes.  The first rule is that care should be based on continuous 
healing relationships with a health care team, not just on in-person visits with doctors.  
Shared care mental health programs, such as the Hamilton HSO Mental Health and 
Nutrition Program described earlier, are examples of teams of providers working together 
to meet their patients needs in whatever manner is most appropriate.  

 
There are long wait times for psychiatrists in many communities.  However, in the 

shared care programs, a family physician can refer the patient to a mental health 
counselor, talk to the mental health counselor for five minutes, or speak to the 
psychiatrist on the telephone.  When the shared-care psychiatrists visit family doctors’ 
offices, they spend most of their time discussing cases with the doctors and mental health 
counselors.  Using this format, the psychiatrist can actually provide consultations on 5-10 
patients per hour instead of just one.  As a result of the Hamilton HSO Mental Health and 
Nutrition Program, these doctors’ referrals to local psychiatric outpatient clinics have 
fallen by over 60 percent.123  
 

Once we step out of the box of health care confined to in person visits, the 
possibilities for modifying demand are almost limitless.  Patients can get their needs met 
by telephone or email.  Some visits can be more effectively done as a group (e.g., for 
diabetes).  If patients have a need to see a doctor on that day, they can.  However, most 
patients are happy to check in with the group, get their routine tests performed by a nurse, 
and then leave.  Canadians have become accustomed to online banking.  Patients should 
be able to access their file in a secure fashion to find out test results and post their own 
monitoring (e.g., for high blood pressure or diabetes).  
  

Finally, if even after the application of ingenuity, there is still too much demand 
for the capacity, then there is an ironclad case for more resources. 
 
 
Tools to improve performance 
 
 The Institute for Health Care Improvement was founded in 1991 by Harvard 
pediatrician Dr. Donald Berwick.  It has grown to be the world’s preeminent organizations 
concerned with quality improvement in health care.  The Institute for Health Care 
Improvement sponsors conferences and workshops.  Many of the most innovative thinkers in 
health care are consultants associated with the Institute for Health Care Improvement.  The 
recently established Saskatchewan Quality Council has hired Dr. Berwick as an advisor. 
 
 Dr. Berwick and others associated with the Institute for Health Care Improvement 
have been key consultants to the UK National Health Service.  The Institute for Health Care 
Improvement methods needed refining for the British single-payer system, but there have 
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been several major successes.  For example, East Kent reduced its wait times for 
neurophysiologists from seven months to two weeks.  The West Middlesex Hospital reduced 
its wait time from first presentation to full diagnosis of prostate cancer from six months to 
two weeks.  
 

 The Calgary Regional Health Authority has made particular use of the 
Institute’s techniques and has taught the rapid cycle methodology to dozens of clinical 
managers.  In 2001-02, Calgary completed 14 rapid cycle change projects and this year 
nearly 30 are underway.  

 
 

Options for the federal government for a new health policy  
 
 The previous sections have made the following points: 
 

1. The federal government has a legitimate role to play in leading the renewal of the 
country’s health policy.  

2. Medicare, with public finance and non-profit delivery, was and remains the right 
policy direction. 

3. While the federal government must spend cash to lead reform, money is not the 
central issue for renewal of our health care system. 

4. Public health should be the major priority for the federal government. 
5. Innovation will be Medicare’s true savior. 

 
This section outlines a series of options for the federal government to consider as it 
responds to the Romanow Report and reformulates the country’s health policy in concert 
with the provinces and territories.  Each option is assessed for: 
 

1. Implications for federal/provincial/territorial relations. 
2. Implications for protection of public finance and non-profit delivery. 
3. Implications for the effectiveness and efficiency of the health care delivery 

system. 
4. Implications for the health of Canadians. 

 
 
Option 1: Federalism lite − a little bit more than more of the same  
 

The Standing Senate Committee on Social Affairs, Science and Technology (the 
Kirby Committee) recommended an extra $5 billion per year in federal funding for health 
care.  The Romanow Commission recommended an extra $3.5 billion for 2003-04, $5 
billion for 2004-05, and $6.5 billion thereafter, to grow at a rate slightly greater than the 
economy.  
 

Under this option, the federal government would put approximately $5 billion 
extra into the Canadian Health and Social Transfer (CHST).  The federal government 
would not target any of its new money.   
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Implications for federal/provincial/territorial relations: 
 

• This is the option that is being demanded by Quebec, Ontario  and Alberta.  
These provinces would welcome such an option, while the other seven 
provinces are unlikely to object loudly.  

 
 
Implications for protection of public finance and non-profit delivery 
 

• This option would do little to protect Medicare from erosion of public finance 
or incursions from for profit care.  Canadians would still have to pay more 
private bills for services not covered by the Canada Health Act (e.g. , home 
care, long-term care and pharmacare).  However, adding money does make 
the federal government a more legitimate player and, therefore, could permit 
better enforcement of the Canada Health Act.  

 
 
Implications for the effectiveness and efficiency of the health care delivery system 
 

• In September 2000, the federal government attempted to tie its new spending 
to priorities such as primary health care, home care and medical equipment, 
but the provinces forced Ottawa to provide most of the money in untargeted 
grants.  The federal government did manage to target roughly 4 percent of the 
new funds for new medical equipment and 3 percent for primary health care 
reform.  But the provinces paid a big price for their ‘win’ over the federal 
government.  Because most of the money was not targeted, doctors, nurses 
and other health workers almost immediately strong-armed the ir provinces to 
pay large (albeit overdue) pay increases to do the same work as before. 

 
• Even the funds for high technology and primary health care were not really 

targeted.  Some provinces used the high-tech funds to buy lawn mowers, 
icemakers and woodworking tools.124,125  Initially Ottawa wanted five criteria 
for primary health-care pilot projects, but the provinces forced the federal 
government to fund them if they met only one.  

 
• New untargeted money would likely do little to improve the system’s 

efficiency or effectiveness. 
 
Implications for the health of Canadians 
 

• The health care system plays little role in overall health status, which is 
mainly determined by other factors such as income, child development, 
housing and the environment.  Public health services such as control of 
communicable diseases and environmental threats are the part of the health 
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system that is the most important for determining health.  The provinces have 
tended to give far more generous increases to hospitals and physicians 
services than to public health.  The political demand for the treatment of 
identified individuals almost always trumps that for prevention, unless there is 
an epidemic in progress. 

 
 
• Therefore, untargeted federal funding is unlikely to have much impact on 

Canada’s health. 
 
 
Option 2: Federalism per Romanow 
 

Under this option, the federal government would provide targeted funding for a 
variety of key policy areas including a rural and remote access fund ($1.5 billion over 
twp years), a diagnostic services fund ($1.5 billion over two years), a primary health care 
transfer ($2.5 billion over two years), a transfer for a limited home care program ($2 
billion over two years), and a catastrophic drug transfer ($1  billion beginning in 2004-
05).  The report also recommends the creation of a Canadian Health Council appointed 
by the federal, provincial and territorial governments which would have an extensive 
mandate including monitoring the system and its outcomes, assessing new technologies, 
making recommendations for its improvement, and facilitating public involvement.    
 
Implications for federal/provincial/territorial relations 
 

• Quebec, Ontario and Alberta oppose this option.  British Columbia and some 
other provinces also have reservations.  However, the Ontario and Quebec 
governments are not politically popular and will fight elections this year.  The 
Romanow financial recommendations do not substantially intrude upon provincial 
jurisdiction, whatever their symbolism.  Furthermore, they are popular with the 
electorates in Ontario and Quebec.  It is unlikely that the provinces that are 
opposed would be able successfully to fight the federal government’s attempt to 
implement Romanow.  However, there would be more conflict with this option 
than option one. 

   
Implications for protection of public finance and non-profit delivery 
 

• More federal money would increase the federal government’s political clout to 
enforce the Canada Health Act. 

 
• As mentioned in section one, Romanow’s report did include suggestions that 

would indirectly limit the growth of for-profit care.  Romanow recommended that 
diagnostic services such as MRI and CAT scans be explicitly identified as 
medically necessary under the Canada Health Act.  He further recommended that 
the federal government close a major loophole in the Canada Health Act, which 
allows Workers Compensation Boards to buy services outside of Medicare.  For-
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profit surgical clinics depend upon contracts with these boards for the majority of 
their income and would likely struggle without them. 

 
Implications for the effectiveness and efficiency of the health care delivery system 
 

• Romanow’s recommendations do provide some targeting to parts of the system 
that most need new funding.  Romanow also recommended improved technology 
assessment.  Option two would therefore, improve effectiveness and efficiency 
better than option one  but not as well as op tion three. 

 
 
Implications for the health of Canadians 
 

• Because option two would result in more effective and efficient health care than 
option one, it would better improve the health of Canadians.  However, because 
there is little focus on public health, this improvement would likely be quite 
marginal. 

 
 
Option 3: Federalism Plus − leadership to protect Medicare and change the delivery 
system 
 

Under this proposed option, the federal government would offer substantially 
more funding for health policy renewal to pursue seven key priorities  
 

1. Reform of community-based health care services, including full public coverage 
for home care and long-term care 

2. Renewal of public health 
3. Full public coverage for pharmacare 
4. System redesign to deal with waits and delays 
5. Technology assessment 
6. A national health advisory forum 
7. Medical diagnostics 

 
 
1. Renewal of community-based health care services including full public coverage for 
home care and long-term care 
 

From the Dr. John Hastings Report on the Community Health Centre in Canada 
released in 1972 to the Romanow Commission in 2002, nearly every federal and 
provincial report on health care has called for the strengthening of primary health care.  
The key features of primary health care reform include: 
 

• Group medical practice 
• Integration of other providers such as nurses to create multi-disciplinary teams  
• Clear identification of the population being served using either a patient list or 
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a geographical area 
• Primarily non- fee- for-service funding. 
• Care developed according to the needs of the population and public health 

principles 
 

There is considerable misunderstanding about the role of primary health care, 
leading the public to underestimate its strategic importance for the health care system.  
Most people think of primary health care as family doctors, period.  Even policy-makers 
tend to think primary health care means children with runny noses.  Primary health care is 
much more than family doctors: it includes the services of all other key professionals 
with whom a patient might have first contact such as home care nurses, public health 
nurses, social workers, pharmacists, dietitians, therapists from a variety of disciplines, 
and others.  As outlined in previous sections, without effective primary health care, 
hospitals become swamped with patients whose episodes of illnesses could have been 
prevented or whose illnesses require home not hospital care.  It will be impossible to 
efficiently implement home care and pharmacare without real primary health care reform.  
 

The federal government has attempted to support primary health care renewal 
through two versions of the Health Transition Fund.   The first, initiated in 1997, 
provided $50 million per year for three years, while the second embodied in the 2000 
federal-provincial-territorial agreement provides $200 million per year for four years.  
Mr. Romanow also identified interdisciplinary team practice as a key method to improve 
outcomes and decrease costs.  Despite the federal stimulus and the stated priority for 
primary health care by federal and provincial commissions, there has been little progress 
on primary health care reform. 126  By and large, the provinces have had their primary 
health care policies heavily influenced by provincial medical associations.  
 

As a result, the provinces often find that their new models of care do not work 
very well.  For example, after quarreling with physicians at the beginning of its mandate, 
in 1996 the Harris government essentially invited the Ontario Medical Association to 
design the plan for primary health care reform, the Family Health Networks.  Other 
groups − including the 55 existing, multi-disciplinary community health centres, other 
community providers, public health, nursing organizations, and consumer groups − were 
all but excluded from the policy development process.  The Ontario government proudly 
proclaimed in its budget in May 2000 that 80 percent of Ontario ’s nearly 10,000 family 
doctors would be part of these networks within four years.  
 
 Despite the stated priority of the Ontario government, its Family Health Networks 
program has not been a success thus far.  First, judged on its own terms, less than 300 
doctors had signed up by December 2002, representing approximately 3 percent of 
Ontario’s family doctors.127  Far from being multi-disciplinary, there are fewer than 10 
nurse practitioners involved and not many other professionals.  Not surprisingly, an 
interim evaluation noted that the program had had little impact on first contact of care 
and that doctors were insufficiently prepared for their new managerial roles.128  There 
was little change in pattern of practice after doctors converted their practices.  This led 
the evaluators to conclude that simply changing method of physician payment without 
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changing other structural practice elements would not lead to different outcomes for 
patients. 
 
 In the meantime, the existing community health centres in Ontario languish in 
purgatory despite a positive evaluation129 and over 100 communities that want such 
centres.  The centres’ budgets have been frozen for 10 years and the staff have had no 
increases during this period.  

Curiously, the evaluation of the Family Health Networks noted that there was less 
than expected support for the Family Health Networks from the OMA.  Even when the 
province essentially transferred its policy-making to OMA, only a few family doctors 
within the OMA who were true believers pushed for reform. And they were and are a 
minority within the organization.  As a result, the eventual reforms, weak as they might  
be, still have little political support within the profession.  Furthermore, this initiative, 
which is costing so much money and policy attention, has had no impact on the other 97 
percent of family practices.  
 

Commissioner Romanow recommended an infusion of $2.5 billion over two years 
into primary health care services but with few details of their structure.  If primary health 
care is to have a salutary effect on the system it should be based on public health 
principles, support community alternatives to hospital care (especially home care and 
long-term care), and facilitate the integration of private practitioners. 

 
• Canada provides world -class care to heart attack patients but we do little to 

prevent people from having heart attacks, even those who are at high risk 
because they have already had a heart attack.  We also need primary health 
care centres that develop and support community prevention programs like the 
Kahnawake school diabetes prevention program, instead of just those focussed 
on individual patients. 

 
• Many patients in hospital beds should be receiving care in other parts of the 

system such as home care or long-term care.  However, at present there is 
often not enough support to care for complicated patients in these settings.  
Long-term care, home care and hospital care are intimately interconnected.  It 
is impossible to plan rationally without using all three components.  For 
example, cuts to hospital care have “passively privatized” care.  When 
patients are discharged early or deflected from hospital by so-called ‘quick 
response teams’ of home care personnel, they often find themselves having to 
pay for services not covered by the Canada Health Act. 

 
• Ontario’s massive plan for Family Health Networks faces apathy from most 

practitioners, outright antagonism from a large minority and eager interest 
from only a few.  Part of the problem is that these family doctors have little 
experience working in teams, even with other doctors.  Therefore it would be 
sensible to start with small projects, which assist private family doctors to 
better manage their patients and introduce them to teamwork.  The Hamilton 
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HSO mental health and nutrition project is an excellent example of such a 
project. It doesn’t require much change from family doctors, it provides them 
with a tangibly better service for their patients, it builds relationships, and it 
whets doctors’ appetite for more change.  Other similar kinds of projects 
include the Calgary home care partnership project which links one home care 
nurse with all of one doctor's home care patients.  Doctors are thrilled with the 
better care their patients receive and learn to work more effectively with 
nurses.  

 
 
Federal rationale for funding a network of primary health care centres 
  

There are several rationales for the federal government to take the unusual step of 
promoting a pan-Canadian network of primary health care centres: 
 

• Public health.  A network of centres would provide an ideal infrastructure 
to provide surveillance for communicable, environmental and other 
threats.  The system would also provide a platform across the country for a 
public health response to terrorist threats such as smallpox or anthrax. 

 
• Health care renewal.  If the federal government wants to ensure that its 

money will, in fact, lead to health system renewal, it will ensure the 
renewal of primary health care services.  And if the federal government 
wishes to ensure that effective models of primary health care are, in fact 
implemented, then it will have to target its money more carefully to 
models which have been recommended for decades but which have faced 
almost insurmountable political barriers within the maelstrom of 
provincial politics. 

 
• Access for vulnerable groups.  There needs to be a safety net for access to 

vulnerable persons such as new Canadians, Aboriginals, those with 
chronic mental illness and the homeless, who have difficulty accessing the 
traditional system.  

 
Almost all provinces have some community health centres and others are slowly 

putting them into place.  Quebec is the only province that took Dr. Hastings’ report to 
heart and implemented a full network of 160 primary health care centres − the CLSCs  
(centres locaux services communautaires).  They provide basic primary health care 
including services from family physicians.  They are responsible for home care, local 
public health, children’s mental health and Info-Santé, the province’s telephone health 
advice line.  Recent Quebec government policy has reasserted the key role CLSCs will 
play in system renewal. 131 
 

Most regional health authorities in Western Canada and several in the East have 
plans for primary health care reform using community health centre type models, but they 
are being implemented slowly because of the strong competition for dollars from 
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hospitals.  Four reports in New Brunswick have recommended the community health 
centre model since 1989, but the province is only starting its pilot projects this year. 
 

The federal government has more constitutional legitimacy for public health than 
health care.  Several provinces are upset with their liability for what they perceive to be 
the federal government’s financial responsibility for health care for off- reserve 
Aboriginal peoples, refugees, new immigrants and official language minorities.  If the 
federal government wished to pursue option three, it could act on the basis of its 
legitimacy for public health and to ensure service delivery for these identified groups.  

 
The federal government would not administer such centres.  They would remain 

the provinces’ responsibility.   The centres could be open to whatever other clients the 
province deemed appropriate besides the identified groups.  The centres would not in any 
way eliminate private practice.  They would likely employ a minority of family doctors 
just as in Quebec, where the CLSC network employs fewer than 20 percent.  But 
community health centres would have a key role to liaise with private practitioners and 
integrate them into the overall network of care. 
 
Costs 
 

It would cost roughly $4.75 billion to completely fund home care and long-term 
care services publicly.132  This money would then become part of the CHST fund and 
grow at the same rate.  Mainly, these would not be new funds because the public money 
would largely replace private funding.  In addition, the federal government should 
provide an extra $2 billion to help establish the network of primary health care centres.  
This funding should be phased in over four years.  The federal government would work 
with the provinces to ensure that the network of centres was established.  
 
 
2. Renewal of public health 
 

The federal gove rnment would offer to work with interested provinces to revamp 
local public health services (e.g., health promotion and public health nursing services) 
and establish a national immunization program.  The federal government would also pay 
for and provide all vaccines that were part of a national immunization schedule.  In 
return, the provinces would agree to meet federal standards in these areas including 
meeting targets for immunization and communicable disease surveillance and control.  
As well, provinces would permit unrestricted contact between local public health services 
and Health Canada.  In many provinces, local public health agencies are now required to 
access Health Canada through their provincial public health office.  This requirement 
sometimes impedes knowledge and innovation. 
 
Costs 
 
$500 million including $220 million for vaccines in the first year.133  
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3. Full public coverage for pharmacare 
 

The federal government should offer to support provincial pharmacare programs 
under the Canada Health Act.  The provinces would agree to first dollar coverage for all 
medically necessary drugs.  A committee comprising the federal government and all 
participating provinces would decide upon the drugs covered in a natio nal formulary.  
Ultimately, the federal government should replace all private costs for prescription drugs.  
 
Costs 
 

It has been estimated that roughly 10  percent of overall prescription drug 
expenditures could be saved through a national pharmacare program.  134  As with 
physicians and hospital insurance, there would be savings from reduced administrative 
expenditures and the ability of the federal government to bargain for good deals with 
drug companies.  The Canadian Institute for Health Informatio n estimates that the cost of 
prescription drugs will reach $14.6 billion in 2002 135 with approximately 57 percent paid 
privately. 136  If a public plan realized 10 percent savings, then the shortfall to be picked 
up by the public purse would be $7.5 billion.  This program would be phased in over four 
years. 
 
 
4. System redesign to deal with waits and delays: A Canadian Modernization Agency 
 

There should be a new agency established to alleviate the waits and delays in the 
system through improvements in quality and access.  Saskatchewan recently established a 
Quality Council, which has a broad mandate including quality improvement, technology 
and drug evaluation, as well as monitoring, assessing and reporting on the performance of 
the system. 
 

As with the Canadian Health Council proposed by Romanow, the mandate for the 
Saskatchewan Quality Council is too internally contradictory – playing the role of both 
police and judge – to be workable.  Quality improvement is an arduous task, which must 
involve complete trust between the facilitators and workers in the system.  People in the 
system are much less likely to develop trust with an organization if it can also hurt their 
service (e.g., by reporting that they are providing substandard care).  
 
Costs 
 

In the UK, the National Health Service created a new organization, the 
Modernization Agency, to focus entirely on quality improvement.  Canada should 
establish a similar organization dedicated to this function alone.  It should initially be 
funded with $5 million rising to $50 million per year over three years.  As the major 
agency dealing with quality improvement, this figure would represent less than $2 per 



 

 

51 

 

capita or 0.01 percent of public health care expenditures.  The new Saskatchewan Quality 
Council has approximately $3 per capita funding, which will rise to $5 per capita.137 
 
 
5. Technology assessment council 
 

The assessment of technology and pharmaceuticals should be given to a re-
vamped Canadian Coordinating Office for Health Technology Assessment.  The 
Coordinating Office has a board composed of representatives from the provinces, 
territories and federal government and reports to the Council of Deputy Ministers of 
Health. 
 
Costs 
 

The Canadian Coordinating Office for Health Technology Assessment’s current 
budget of $3.7 million is completely inadequate for these tasks.  It is imperative that we 
not only assess new drugs before they come on the market, but also implement systematic 
surveillance to discover rare, but dangerous, side effects which only become apparent 
when the medication is given to millions of persons (versus  the thousands who are 
typically assessed to get new drugs onto the market).  The new agency’s budget should be 
raised to $50 million per year over three years.  

 
 

6. A national health advisory forum 
 
 One of the major reasons for the slow pace of fundamental reforms (such as 
primary health care) is that most discussions about health policy occur behind closed 
doors between system stakeholders and government.  As a result, there is little 
transparency and vested interests almost always trump good evidence.  
 
 For example, every analysis of the health care system concludes that the current 
fee for service payment penalizes quality medical practice and teamwork while crippling 
innovation.  However, there is very little movement on this issue when the provincial 
governments negotiate reform in the health system behind closed doors with their 
medical associations.  Tomes of critical thinking are left outside when doctors and 
governments start horsetrading in sequestered backrooms.  The interest of citizens and 
individual doctors are often checked as well. 
 
 As a further example, the September 2000 federal/provincial/territorial agreement 
was supposed to lead to the development of 14 key performance indicators.  The public 
was supposed to be consulted during this process.  This could have been a unique 
opportunity for democratic influence on health policy direction.  However, there were no 
public consultations because according to one government representative, “there just 
wasn’t time.” 
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 The federal government with the provinces and territories should organize a 
permanent forum for discussion of health policy issues.  The board of the forum should 
be made up of providers, consumers, academics and governments.  
 
 Paul Sabatier, a professor of policy studies at the University of California at 
Davis, has suggested that such forums can speed effective policy implementation by 
ensuring that the best evidence is used in policy debates.138  If the issues are carefully 
selected and the forum is run according to the proper rules one can achieve ‘policy 
oriented learning’ which involves “relatively enduring alterations of thought or 
behavioral intentions.”  In other words, individuals and organizations can change they 
way they think and act if subjected to evidence-based discourse.  To achieve policy 
oriented learning, policy forums should be public, should feature at least two distinct 
positions, and should focus on those issues with a medium level of conflict. The reason 
for the latter point is that trivial issues don’t force sides to marshal their arguments and 
choosing issues with high levels of conflict tends to lead to heated rhetorical 
confrontation.  Furthermore, the issues which are most amenable to discussion in such a 
forum are those which are at least somewhat susceptible to quantitative analysis because 
this helps keep the debate at a scientific level. 
 
 Using the example of the perceived doctor shortage, when the evidence that there 
are more doctors than ever is entered into the public debate, it forces a different 
discussion.  Physician organizations then have to acknowledge that the real causes of 
access problems have little to do with actual numbers of doctors.  Rather, the solutions to 
access problems involve changes to physician practice styles with associated reforms in 
payment method and training.  
 
 Governments tend to avoid conflict but it is only through controlled conflict that 
movement is made on difficult policy issues.  
 
Costs 
 
 The federal government should contribute $10 million per year allowing for 30 
staff, four national meetings, and ten regional meetings per year.  
 
 
7. A medical diagnostics fund 
 

As recommended by the Romanow Commission, it is important that Canada 
purchase new diagnostic equipment.  However, it is essential that this not be one-time 
funding.  Canada needs new MRI and CAT scans , but we also need to renew our stock of 
older technology imaging equipment.  
 
Costs 
 

It is recommended that the federal government spend $500 million per year on 
medical diagnostics.  The federal government would make its grants to the provinces in 
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this area congruent with the assessments performed by the technology assessment 
council. 
 
 
Implications of Option three 
 
Implications for federal/provincial/territorial relations 
 

• There would be more stress than with option 2 and much more than with 
option 1.  Quebec, Ontario and Alberta would oppose this option fairly 
strongly.  Several of the smaller provinces would be interested but, except 
for Saskatchewan, would have problems saying so publicly.  However, 
Quebec’s opposition would be blunted because the province would be 
eligible for most money (including that for community health centres) 
without substantial policy change.  In general, Canadians would be very 
supportive of this option because it is most congrue nt with their 
aspirations for a more effective and efficient health care system.  

 
Implications for protection of public finance and non-profit delivery 
 

• Option three would extend public finance to first dollar coverage for home 
care, long-term care and pharmacare. 

• More federal money and active leadership would increase the federal 
government’s political clout to enforce the Canada Health Act. 

• If this option included Romanow’s suggestions, which would indirectly 
limit the growth of for-profit care, then there would be reasonable 
protection of public finance and non-profit delivery.  

 
Implications for the effectiveness and efficiency of the health care delivery system 
 

• Option three would greatly improve the effectiveness and efficiency of 
health care delivery beyond option two.  It would establish a more 
efficient vehicle for delivering community programs.  It would also 
establish a Modernization Agency to spread best practices and continuous 
quality improvement throughout the system.  

 
 
Implications for the health of Canadians 
 

• Option three would considerably improve the health of Canadians through 
improvements in public health, the better management of chronic illness, 
and the faster flow of patients through the system.  
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Table 1: Funding for Option 3 
 
 2003-04 2004-05 2005-06 2006-07 
Long term care and 
home care  

$0.2 billion $1.0 billion $2.5 billion $4.75 billion  

Primary health care  0.2 0.7 $1.3  2  
Public health 0.2 0.5 0.5 0.5  
Pharmacare 0.5 2.0 5.0 7.5  
Modernization Agency 0.005 0.025 0.05 0.05  
Technology assessment 0.01 0.02 0.04 0.05  
National Health 
Advisory Forum 

0.01 0.01 0.01 0.01 

Medical diagnostics 0.5 0.5 0.5 0.5  
Total $1.625 billion $4.755 billion $9.90 billion $15.36 billion 
 
 
 
Conclusion 
 

We have a unique opportunity to rejuvenate Canada’s health policy and our 
country.  It is crucial that the federal government take action quickly to build on the 
Romanow report and go much further. 
 

This paper outlines a comprehensive option for the renewal of Canada’s health 
policy.  The costs for option three for next year are estimated at $1.6 billion ris ing to 
$15.4 billion in 2006-07.  The federal budget surplus for 2002-03 is likely to be $9 
billion.  As long as economic growth averages at least 2 percent over the next four years 
(a conservative estimate) and there are no major tax cuts, these new expenditures are 
affordable.  This is particularly so because most of the new federal spending replaces 
private spending.  If the federal government funded option three through the surplus , it 
would provide windfall savings to those firms and individuals who are currently paying 
privately for these health services.   

 
Or the federal government could raise taxes to support its new spending.  In this 

case, many businesses and individual taxpayers would still be better off because their 
new taxes would be less than their current private health care spending. 
 

In the past five years, the federal government has used its improved financial 
situation largely to pay down the debt and cut taxes.  Now, it still has a large budget 
surplus. The choice is clear.  Will the government cut taxes further or will it finally fulfill 
the promises it made in the last three election campaigns? 
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