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FOREWORD

The Institute of Intergovernmental Relations is pleased to publish this
book on health-care policy reform. It continues a collaboration between
Harvey Lazar and me on health policy that started in the 1990s when we
worked together on an Institute book on health and federalism. Harvey
was then the director of the Institute and I was head of policy at Health
Canada.

This is, of course, not the main reason that the Institute of Intergovern-
mental Relations agreed to publish this book. Health care remains a major
issue in Canadian federalism, even though a key finding of the authors
is that federalism has not been a major factor in explaining the success or
failure of reform in the 30 case studies presented in this book. I strongly
believe that this is a useful and important clarification that should not,
however, be interpreted as supporting or opposing even a modest federal
role in Canadian health care. There remain many areas where the nature
of a federal role is worthy of a serious discussion.

In the editor’s preface, Harvey Lazar acknowledges the work of his
fellow editors as well as of the authors of individual chapters. He also
notes the support he has received from the publishing staff of the School
of Policy Studies. I wish to add my own appreciation for their contribution
to this important book. I do want to single out and thank Valerie Jarus,
the person responsible for typesetting. I also thank Mary Kennedy, the
Institute’s administrative assistant, who can always help me to figure out
what I am supposed to do.

André Juneau
Director, Institute of Intergovernmental Relations






PREFACE

This book originates with a question that troubled me toward the end
of my tenure as director of the Institute of Intergovernmental Relations,
School of Policy Studies at Queen’s University. To what extent was the
federal government the problem and to what extent the solution to the seem-
ingly never-ending challenge of health-care policy reform in Canada? I
had no illusions that the answer would be simple. The size and complexity
of the health-care world made it highly unlikely that any answer would
apply to all aspects of health-care policy.

My research colleagues and I rapidly decided that the research question
should be formulated at a more general level than the federal-provincial
relationship. Why was it so difficult to reform health-care policy? We
adopted a case study method that involved 30 cases and several roll-up
studies. The case studies or proxies for them will be available at http:/ /
www.queensu.ca/iigr/apps/secure/index.php later this year (2013).

For Canadians, what came to be known as “medicare” serves three
broad purposes. First and foremost is the provision of medically necessary
hospital and medical services based on the urgency of need, not income.
A second has to do with social values embedded in the arrangements.
Payment for medicare is mainly through the consolidated revenues of
provinces. On the whole, this involves redistribution from higher-income
persons to lower-income persons. Third, medicare has also been about
nation building. The fact that Canadians are able to travel, study, work,
or retire in all parts of Canada without jeopardizing their hospital and
medical insurance speaks to the social rights of Canadians.

Most Canadians had a passionate love affair with medicare for the first
three to four decades of its existence. They received timely, high-quality
services in the egalitarian “Canadian way.” The early to mid-1990s was a
period of “retrenchment and disinvestment” (in the words of the Canadian
Institute for Health Information) that affected health-care services ad-
versely. Canadians nonetheless remained attached to their distinctive
program although some of the ardour may have dissipated.

There was no shortage of diagnoses about the nature of the problem
or about reform solutions. These could be found in reports of the numer-
ous commissions, task forces, and advisory committees that provincial
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and federal governments appointed to help deal with the challenges of
health-care reform. There were also many proposals by think tanks and in-
dividual researchers, with seemingly meagre follow-up by governments.

There have already been many health-care reform proposals from all
points on the political spectrum. Whether the proposals favoured the
market or the state, whether they were centralizing or non-centralizing,
too often they seemingly led to a blind alley. Was policy reform in fact as
sparse as other researchers had concluded? If so, why? What explained
the apparent rigidity in the health-care reform decision process? This
book explores the space between policy diagnosis and policy treatment.
What happened to policy ideas? What factors helped to explain the policy
reform decisions that were taken and not taken? Were there patterns as-
sociated with different kinds of reform? What factors facilitated reform?

Our research method was executed systematically and is reported
herein transparently. Readers who wish to use our methodology to study
additional policy reform issues will find it laid out in considerable detail,
especially in chapter 2 and annexes 1 and 2. Readers who doubt the valid-
ity of our conclusion in a specific case will be able to locate the factors
that we considered to be relevant to our assessment. They can pinpoint
the discrepancy and weigh their assessment against ours. The reader may
give different factors more or less weight than we do.

This book was a long time in coming. The blame is mine. The result
is not, I hope, any worse for the wear. We extended the main case study
period 1990-2003 both backward and forward. These analyses helped to
illuminate the trajectory that health-care reform has followed and provide
some hints of what may lie ahead.

I have tested the patience of many people including my co-editors and
co-authors. I thank them all for sticking with this project. The editorial
team at the Publications Unit, Queen’s School of Policy Studies, has been
very supportive, beyond the call of duty. I thank Ellie Barton, Val Jarus,
and Mark Howes. I also wish to thank Institute director André Juneau
for reviewing and commenting on all of the chapters.

This project received most of its funding from the Canadian Institutes of
Health Research and Health Canada. In addition, the Canadian Founda-
tion for Healthcare Improvement provided funding for the final analysis
and publication of this book. The research team thanks these three bodies
for their support.

Harvey Lazar
October 2013



(GLOSSARY

31 framework. An approach to analyzing the influences on policy choices
that focuses on the role of institutions, interests, and ideas

anti-reform. A position taken against consensus reforms that reflects at-
tachment to the status quo (compare consensus and counter-consensus
reforms below)

capitation. A payment made to health-care providers (typically individual
practitioners but potentially also organizations) that is based on the num-
ber of patients to whom they provide care (with or without adjustments
for factors such as the age and sex distribution of the patients)

consensus reforms. Decisions that are directionally consistent with what is
recommended by the grey literature

counter-consensus reforms. Decisions that go in a different direction from
what is recommended by the grey literature

dependent variable. The outcome being explained, which is typically the
nature and extent of reform that actually occurred

endogenous variables. Factors influencing a dependent variable that are
from within the policy sector, for example, insider interests

exogenous variables. Factors influencing a dependent variable that are from
outside the policy sector, for example, the media

extra-billing. The practice of a doctor charging patients fees in excess of
what provincial health insurance will pay

factor. Used interchangeably with the terms independent variable and
influence

fee-for-service. A payment made to health-care providers (typically indi-
vidual practitioners but potentially also organizations) that is based on
the number and type of services they provide
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first dollar coverage. An insurance provision under which the insured
person pays no deductible; that is, the person is covered from the first
dollar of expenses incurred

for-profit delivery. Provision of care by private, for-profit organizations

global funding. A payment made to health-care providers (typically organ-
izations but potentially also individual practitioners) that is expected to
fully cover the services they provide to patients

grey literature. Reports that are not indexed in the peer-reviewed literature
and that are typically prepared by commissions and task forces appointed
by provincial and federal governments

ideas. Knowledge or beliefs about “what is” (i.e., research knowledge)
and views about “what ought to be” (i.e., values); knowledge and values
combined

independent variable. Factors influencing a dependent variable such as the
nature and extent of reform; the 3I's—institutions, interests, and ideas—
are independent variables

influence. Used interchangeably with the terms independent variable and
factor

institutions. Government structures, policy legacies, and policy networks;
that is, the “rules of the game” within which decisions are made

interests. Various types of actors—such as elected officials, public servants,
societal interest groups (e.g., physician, hospital, pharmaceutical, and
other private interests), researchers, and policy entrepreneurs (called
“insider champions”) if they are directly involved in the policy-making
process—who may influence or seek to influence policy outcomes

large reforms. Those assessed as “comprehensive” and “significant” as
defined in annex 1; compare substantial reforms below

macro-policy framework. Refers to the factors that help determine “who”
does “what” and under “what conditions” in the provision of health care.
In this book it generally refers to the criteria and conditions specified in
the Canada Health Act and provincial legislation that determine whether
an expenditure is insured. It also includes alternatives to the CHA provi-
sions that operate at the same level of generality

major factors. Independent variables that were the most important in
determining policy outcomes

meso-level reforms. Reforms that touch the major components of a subsector,
such as the hospital sector or physician sector; for example, the manner
in which physicians are remunerated
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New Public Management. Refers to government policies since the 1980s
that have aimed to modernize and render the public sector more effective

not-for-profit health care. Care that is provided by private, not-for-profit
organizations

palliative care. Medical care for people who are terminally ill

population-based funding. A payment made to health-care organizations
that is based on the number of patients for whom they are accountable
(with or without adjustments for factors such as the age and sex distribu-
tion of the patients)

primary health care. “First contact, continuous, comprehensive, and
coordinated care provided to populations undifferentiated by gender,
disease or organ system.” (Starfield 1994, 1129)

privatization. Privatization in the health-care debate can refer either to
the introduction of for-profit funding of health-care services that were
previously financed publicly (e.g., user charges at point of delivery) or
to delivery by private-for-profit organizations of health-care services that
were historically provided by not-for-profit or public organizations. For-
profit delivery is one of our six policy reform issues (see chapters 3-7),
whereas for-profit funding is not a separate case study. In the later chapters
(8-12), however, for-profit funding garners more attention. References to
“privatization” in those chapters refer mainly to those financing questions

pro-reform. A position taken in favour of consensus reforms

regionalization. Decentralization of decision-making authority from prov-
incial governments to subprovincial authorities

substantial reforms. Include comprehensive, significant, and moderate
reforms






ABBREVIATIONS

AHS: Alberta Health Services

AMA: Alberta Medical Association

APP: alternative payment plan

BC: British Columbia

CCF: Co-operative Commonwealth Federation

CHA: Canada Health Act

CHC: Canadian Health Coalition

CHSLD: Centre d’hébergement et de soins de longue durée
CHST: Canada Health and Social Transfer (1996-2003)
CHT: Canada Health Transfer (since 2004)

CIHI: Canadian Institute for Health Information

CLSC: Centre local de services communautaires (local community service
centre)

CMA: Canadian Medical Association
EPF: Established Programs Financing
FMG: family medicine group

FMOQ: Fédération des médecins omnipraticiens du Québec (Quebec
Federation of General Practitioners)

FPT: federal / provincial / territorial
FFS: fee-for-service

GDP: gross domestic product
HFLA: Health Facilities Licensing Act

HSSCs: health and social services centres (Quebec)
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MOHLTC: Ministry of Health and Long-Term Care (Ontario)
NAFTA: North American Free Trade Agreement

NCB: National Child Benefit

NDP: New Democratic Party

NHS: National Health Service (United Kingdom)
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NPM: New Public Management
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SGAS: Systeme de gestion de I’acces aux services (service access manage-
ment system)

SMA: Saskatchewan Medical Association

SSCN: Saskatchewan Surgical Care Network



CHAPTER 1

WHhHY Is IT SO HARD TO REFORM
HEeALTH-CARE PoLicy IN CANADA?

Harvey LAZAR

Democratically elected governments pay attention to the opinions of their
citizens. Sometimes they are able to act on citizen demands in a timely
fashion. Sometimes they do so with a time lag. When governments lack
an adequate response, they may attempt to redefine the issue in a way
that fits with what is achievable and convince the citizenry that it should
accept the result and move on.

Paying attention to public opinion is a two-way street. Governments
also try to manage the expectations of the public. When economic hard
times are ahead, government leaders often try to precondition citizens to
the future difficulties. When a military mission encounters unanticipated
difficulties on the ground, it is not unusual for governments to redefine
the mission to fit with what is achievable.

Due to the ongoing interaction between governments and citizens, it
is rare that a single issue remains the leading concern of the public for
an extended period. Yet, this has been the situation in Canada. Almost
continuously since the late 1990s, Canadians have pointed to health
care as their largest “national concern” or the issue that “should receive
the greatest attention from Canada’s leaders.”! A 2002 poll found that,
among 19 issues, “health care was both the highest priority and the one
for which the federal government received the lowest ratings” (cited in
Soroka 2007, 5 and Figure 5). In 2005, another pollster (Decima) surveyed
opinion on 18 issues and again showed health care as the one in which
the public was least satisfied by federal government performance (ibid.,
9 and Figure 17).

Less than a decade earlier, in the 1980s, worries about health care had
barely registered in public opinion data (Mendelsohn 2002, 31). In fact,
since the introduction of countrywide hospital insurance in the late
1950s, Canadians have been smitten by that part of their health systems
that provided universal, first-dollar, publicly financed hospital and
medical services.? The public happily received this government program,
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eventually called medicare, as a way of enabling Canadians in each prov-
ince and territory to access hospital and medical services on the basis of
the urgency of their health needs, not their income. Subsequently, publicly
financed health care evolved into something more—an embodiment of
Canadian values.

No health system is problem-free. In the 1980s in Canada there were
serious political tensions around the right of physicians to charge patients
a fee for their services above the amount specified in the provincial and
territorial fee schedules. These schedules had been negotiated between
physicians’ bargaining agents (medical unions in Quebec and provincial
medical associations in all other provinces) and provincial governments.
This dispute was eventually settled, but the political dynamics of the
decision process were nasty and, among other things, included a strike
by Ontario physicians. Equally if not more salient to this story were cost
considerations. Between 1975 and 1990, total health expenditure in Canada
grew from 7 to 9 percent of gross domestic product (CIHI 2012, 114). The
public sector as a source of funds for health care was equal to 5.2 percent
of GDP in 1975, and 6.3 percent in 1990. The governments of provinces
and territories accounted for 93 percent of the public sector. By the late
1980s, public finances of the provinces and territories were in dreadful
shape and then made worse by recession.

A series of decisions by provincial governments beginning in 1991 /92
signalled a period of “retrenchment and disinvestment” in health care
(CIHI 2012, 3). Over the next five years, some provinces tightened health-
care expenditures more than others but the broad effects were similar
across the country. The growth of health-care supply was constrained but
demand was not. A supply-demand gap resulted. Although there was
little or no scientific data on wait times then, by the mid-1990s Canadians
sensed that they were encountering longer wait times than they had
hitherto experienced or that were appropriate to their circumstances. This
was especially the case for appointments for specialized procedures and
diagnostic imaging. Emergency rooms were frequently overcrowded.
Evidence of the supply-demand gap showed up in several ways: pub-
lic opinion data, findings of the plethora of reports commissioned by
governments, statements by interest groups, and articles written by the
research community.

There was no shortage of policy proposals to fix the problem. In fact, a
first wave of provincially commissioned reports landed on government
desks around the time that provincial governments undertook their
expenditure freezes. Provincial governments had commissioned these
reports in the late 1980s in their search for ways to control costs and better
integrate services. A second wave of provincially commissioned reports
followed in the second half of the 1990s. The federally appointed National
Forum on Health undertook a large research effort in the 1990s, and vari-
ous think tanks contributed as well. At least 18 major reports published
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between 1988 and 2002 focused broadly on the issue of health-care policy
reform (see annex 1 for a list and discussion of these reports).> A larger
number were commissioned to deal with a specific issue or narrow range
of issues.

Numerous calls for policy reform emanated from these generally well-
researched reports.* Yet most reform proposals have not been acted on
in a substantial way. The architecture of the health system was not much
different in 2013 than it had been before all these reports were delivered
to governments and made available to the public.

In a 2002 submission to the Commission on the Future of Health Care
in Canada (Romanow Commission), the Canadian Medical Association
wrote, “Over the past decade there have been countless studies on what
is wrong with Canada’s health care system. However, very little action
has been taken to solve the problems identified in the reports” (CMA
2002, v). Eight years later the CMA (2010, 31) stated,

In 2001 the Honourable Roy Romanow was tasked by the federal government
to study and make recommendations in order to “ensure over the long-term
the sustainability of a universally accessible, publicly funded health system.”
The Romanow Commission put forward 47 recommendations in 2002 with
a view to “buying change.” Similarly, the Kirby ... review of the Canadian
health care system recommended an additional $5 billion of federal funding
per year to restructure and renew Medicare. These reports were followed by
additional federal funding in the amounts of $34.8 billion and $41.3 billion
in the 2003 and 2004 First Ministers’ Accords respectively. Eight years later
it is evident that, for the most part, these Accords bought time, not change.

So many recommendations from so many reports have been set aside
that we judged that it was important to understand why this was so. The
reports were written by highly competent individuals with strong research
teams available to them. Moreover, the authors of the reports were not at
the political fringes. Governments rarely select people to head such bodies
if they are hostile to the government'’s ideological stance.

This book is the product of a research project that began with an interest
in why it is so hard to reform health-care policy in Canada and whether
Canadian federalism in general or the federal government in particular
was contributing more to the problem or to the solution. As we considered
this matter, we translated that interest into a more precise set of objectives
which are set out in chapter 2.

VERIFYING ASSUMPTIONS

Asking the question why it has been difficult to reform Canadian health-
care policy involves two assumptions: that there was not much policy
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reform and that policy reform was desirable. In fact, much of the literature
assumed or asserted that reform was sparse without providing systematic
evidence that the assumption or assertion was valid. The starting point
for this book was to determine whether the assumption of little reform
could be verified.

The details of the methodology are discussed in chapter 2. Here it
is sufficient to note that we use a case study approach to examine six
representative health policy issues: regionalization, needs-based fund-
ing, alternative payment plans for primary care physicians, for-profit
delivery, waiting lists, and prescription drug insurance coverage. The
six issues span four policy domains: governance, finance, delivery, and
program content. Each case was studied over the period 1990-2003 in
five representative provinces: Alberta, Saskatchewan, Ontario, Quebec,
and Newfoundland and Labrador. Thus, this book is based on 30 case
studies.

To determine the nature and extent of reform, a benchmark was needed.
The consensus position set out in the government-commissioned reports
referred to above (sometimes called “grey literature”) for each of the six
policy issues was selected as the benchmark. The consensus position itself
was assumed to be the highest level of reform that it was politically practic-
able for any government to achieve. We then analyzed and graded each of
the 30 cases on the basis of how close it came to satisfying the benchmark.
This method of analysis verified the starting assumption: taking the five
provinces as a whole, there was in fact meagre policy reform (chapter 8).
In chapter 10, we employed alternative methods of “measuring” policy
reform. The alternatives did not alter our assessment of meagre reform.

The governments that commissioned these reports were generally cen-
tre or centre-left in their political orientation. Not surprisingly, therefore,
the proposals from the literature tended to lean toward government as
the optimal mechanism for responding to perceived shortcomings in the
health systems. Decisions taken that were directionally consistent with
the proposals in these reports are referred to as “consensus reforms” or,
for ease of reading, just “reforms.” Decisions that privileged the market
or private for-profit sector, whether for the delivery or the financing of
health services, are referred to as “counter-consensus reforms.”

Although values influence policy choice in decision-making, the re-
search program that led to this book made no assumptions about what
is “good” policy reform. Big and small policy reforms that contemplated
an enhanced role for markets in resource allocation (such as competition
among imaging labs or surgical clinics) are equated with government-
oriented reforms of equal magnitude. Thus, the fact that the Saskatchewan
New Democratic government led by Premier Roy Romanow from 1991 to
2001 and the Alberta Progressive Conservative government led by Premier
Ralph Klein from 1992 to 2006 had different ideological orientations
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does not matter for the purposes of determining the magnitude of their
policy actions. The analysis similarly does not assess the appropriateness
of reforms. This book is focused on understanding what makes policy
reform, whether consensus or counter-consensus, so difficult to achieve.

In general, and not referring to health care in particular, the years from
1990 to 2003 were characterized by a shift to the political left whereas the
years since 2003 have involved a shift toward the political right—toward
conservatism and a larger role for markets. For this reason, in chapter
11 we re-examine and update the 30 cases for the 2004-2011 period. We
want to determine whether the change in political stripe of governments
in four of the five provinces and in Ottawa altered the finding of meagre
policy reform.

The second starting assumption was that policy reform was desirable
during the years from 1990 to 2003. Policy reform is neither a good nor a
bad idea on its own. Context matters. If a health system is working well,
lack of reform may constitute a form of desirable stability. If the system
is under stress or worse, lack of reform may reflect an undesirable rigid-
ity. During the study period, Canada’s health systems were under stress
and at times extreme stress. Government after government appointed
commissions, task forces, or advisory committees to provide advice on
what could be done to fix the situation (annex 1). Of equal interest for
purposes of this study, the data on public opinion support the assertion
of a system under stress. Matthew Mendelsohn (2002) undertook an an-
alysis for the Romanow Commission “based on all available Canadian
public opinion polls” on health care between 1985 and 2002.° He found
that “while 61 percent of Canadians thought the system was excellent
or very good in 1991 ... only 29 percent shared that view in 2000” (1). A
citizens’ dialogue undertaken by Judith Maxwell and colleagues yielded
similar findings (Maxwell, Rosell, and Forest 2003). In short, the weak
reform record paralleled a period of stress when reform was perceived as
desirable by many. The meagre outcomes are explained more by health
system rigidities than a societal wish to protect a health-care system that
was firing smoothly on all cylinders.

Porrticar EcoNnomy

In 2012, Canadians spent an estimated $207 billion on health care, or
$5,948 per person, an amount equal to 11.6 percent of forecasted gross
domestic product (CIHI 2012, xiii). To put that number into perspective, it
is triple the amount Canadians spend on all levels of education (4 percent
of GDP, OECD 2011) and an even larger multiple of what is expended
on public pensions (3.5 percent of GDP, ibid). Canada has on occasion
been referred to as an “energy superpower,” and yet as a share of GDP,
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the entire energy industry—including oil, gas, and electricity—is a little
over half the size of health care.

Of the more than 17 million Canadians employed in Canada in 2012,
close to one in ten were working in the health care and social assistance
sectors (Statistics Canada 2012). A large majority of the 1,651,000 people
employed in these two sectors worked in health care. In 2009, this in-
cluded 68,000 physicians, almost 350,000 nurses, and over 240,000 other
health-care professionals, including dentists, pharmacists, midwives,
and dietitians (CIHI 2011a, 2). That’s around 650,000 professional jobs.

In 2009/10, the health-care industry was a high-paying, high-value-
added industry. The “average gross fee-for-service payment per full-time
equivalent physician was $293,000” (CIHI 2011c, 32). Registered nurses
earned on average $28 to $36 per hour in the 2008-2010 period, depending
on location, and licensed practical nurses $22 to $25 per hour (Living in
Canada 2012).

The United States spent 17.6 percent of GDP on health in 2010. Canada
was one of a grouping of ten OECD countries that came next, spending
between 10 and 12 percent of GDP on health in that year. At 11.4 percent,
Canada was fourth highest in this grouping and almost 2 percentage
points over the OECD average of 9.5 percent (cited in CIHI 2012, 64).°

What do Canadians get for their money? In 2010 the Commonwealth Fund
International Health Policy Survey compared how people in 11 countries
assessed their health systems.” The Health Council of Canada used this
report to discuss how Canada rated. The Council also compared the 2010
results for Canada with the results from 2004 and 2007 Canadian surveys.
The Health Council (2010, 3-5) concluded,

Canadians’ confidence in their health-care system is related to many complex
factors including their personal experiences within the system, including
stories from friends and acquaintances, and articles in the news. This con-
fidence has been steadily improving since 2004. However it is still below
average compared with the other countries surveyed; almost two-thirds of
Canadians think the system needs fundamental changes to make it work
better.

Of the persons in the countries surveyed, Canadians had the greatest
difficulty accessing care in the evenings, on weekends, and on holidays—
anywhere other than in hospital emergency rooms (Health Council 2010,
5). Canada ranked lowest of all the countries when it came to the pos-
sibility of booking an appointment for the same day or the next day (4).
Canadians also fared poorly, compared to others, in how long they had
to wait for an appointment with a specialist or to get a diagnosis (5). The
difficulties Canadians were experiencing with their health systems at the
time Romanow reported had not disappeared eight years later.
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Viewing these health system concerns and the relatively high cost of
care in Canada through an economic lens provides a further perspective
on the price Canadians are paying for system deficiencies. From a public
finance perspective, realizing efficiencies equal to 1 percentage point of
GDP (and still coming in nearly a point above the OECD average) would
free up resources sufficient to increase education spending by more than
25 percent. Alternatively, these efficiency gains could go a long way in
alleviating provincial fiscal challenges.

The impact of efficiency gains also has implications for jobs and the
economy. With ongoing global economic development and the pace of
technological change, health care is almost certain to become a larger part
of the world economy and increasingly traded as a high-value-added
service. Whether Canada becomes a net exporter of such services or a
net importer is another reason to focus on reform.

ExrLAINING REFORM DECISIONS

The explanations for the reform decisions in each of the five provinces
are set out in chapters 3 to 7. Some provinces accomplished more than
others. Chapter 8 provides a single five-province assessment of the factors
associated with reforms. Chapter 9 analyzes the data from cross-province
and cross-policy issue perspectives. Foreshadowing these analyses, three
themes are highlighted below: the extent of reform, barriers to reform,
and factors that facilitated reforms.

Extent of Reform

No province attempted a “big bang”—a major set of reforms—in one fell
swoop. Nonetheless, there were substantial differences among the govern-
ments in their broad approaches to reform that led to some variation in
achievement. To emphasize the degree of difference, the provinces that
undertook the most, Saskatchewan, and the least, Newfoundland and
Labrador, are discussed first.

The 1991 general election saw the New Democratic Party (NDP) come
to power in Saskatchewan with a large majority. It had made election
commitments to “develop a healthcare system based on the ‘wellness’
model” (NDP 1991, 12). Once in office, the new government discovered
that provincial finances were in deep trouble. Motivated by fiscal pressures
on the one hand, and its commitment to a wellness-based reform on the
other, the government quickly rationalized its hospital system (closing
many small hospitals and amalgamating others, for example), integrated
acute care hospitals and other institutions (like nursing homes) on a
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regional basis, and introduced a needs-based system of funding regions
and hospitals. Tom McIntosh and Michael Ducie (chapter 4) attribute the
speed of government action to a strong partnership between the premier,
the minister of health (who had served as health critic for the NDP while
it was in opposition), and senior officials in the health ministry. The pace
of change inevitably led to resistance. By mid-term, the reform process
began to lose steam.

The next planned reform in Saskatchewan was in primary care. Primary
care reform was thought to be easier and more effective if physicians were
paid through some alternative to the prevailing fee-for-service basis, such
as capitation or salary. However, suggestions that the government might
impose an alternative method of paying physicians led to stiff resistance
from the Saskatchewan Medical Association. The NDP government “took
its foot off the political accelerator.” Although the NDP was re-elected
three times (1995, 1999, and 2003), the first half of the first mandate was
its period of greatest achievement.

Another noteworthy reform was introduced in 2003. After several years
of trial and error, in response to the growth of wait times for surgical
procedures and diagnostic imaging services, the Saskatchewan Surgical
Care Network was established. It employed standardized assessment
tools with the aim of consolidating and managing access to surgical
procedures and diagnostic services across the province. Saskatchewan
made this program mandatory for surgeons.

By contrast, in Newfoundland and Labrador health reform was not
a political priority. Stephen Tomblin and Jeff Braun-Jackson (chapter 7)
emphasize that the agenda of Premier Clyde Wells, whose Liberal party
had been elected to office in 1989, was dominated by the moratorium and
then closure of the cod fishery and the consequential adjustment process
for fishers. Of the six policy issues studied in this book, Newfoundland
and Labrador acted only on regionalization. Its motivation in introducing
regionalization was principally cost containment. The Liberals did not in-
crease the political priority attached to health care in the three subsequent
general elections that they won. When the Conservative party toppled
the Liberals in 2003, its party platform made no firm commitments on
health care.

Turning to the other three provinces, Ralph Klein campaigned for the
leadership of the Progressive Conservative Party in Alberta with the
promise to swiftly balance the provincial budget. John Church and Neale
Smith (chapter 3) note that this required that he rein in the provincial
health budget. Beginning with a plan to reduce annual health spending
by around 18 percent over a four-year period, the Klein government con-
solidated acute care, home care, continuing care, and public health services
under a new regional structure, and introduced a needs-based system
of regional and hospital funding. The Alberta government also slashed
physician compensation as part of its fiscal plan (Church and Smith 2007,
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5-9). In the government’s give and take on physician compensation with
the Alberta Medical Association, the latter floated the idea of encouraging
alternative payment plans for primary care physicians but on a non-
mandatory basis. This began a process, still underway, of encouraging
alternative payment plans for primary care physicians. Premier Klein’s
successes in these areas were, however, overshadowed by his personal
advocacy of for-profit delivery. The Friends of Medicare, made up of local
activists, resisted fiercely.

As premier from 1992 to 2006, Klein secured only a modest fraction
of what he aimed for, and it has not proven lasting. As with the NDP in
Saskatchewan, most of his reforms were crowded into the early years of
his first electoral mandate. In these key years, Klein made special use of
legislative committees on some issues, purposively bypassing the public
service. On other issues, particularly needs-based funding and wait times,
he received strong support from the public service.

At the outset of the 1990s, unlike in other provinces, health services in
Quebec had been regionalized for close to two decades. In the early 1990s,
authority was moved downward from the provincial to regional level and
from the regional to local level. In the 2003 general election, the Quebec
Liberal Party campaigned in favour of eliminating regional boards. Once
elected, the Liberal government moved swiftly to implement its platform
but encountered stiff resistance and eventually adopted a compromise
which saw the boards become regional agencies with a narrower role
than they had previously enjoyed.

On most other issues, Pomey and co-authors (chapter 6) observe that
Quebec commissioned numerous reports that led to little or no reform.
The one exception, however, was important. In the 1994 general election,
the opposition Parti Québécois (PQ) committed to drug reform. The
prescription drug policy then in place insured against the costs of drugs
for some illnesses and not others and thus insured some people and not
others. The PQ acted during the first half of its mandate. Since the PQ
was also committed to a balanced budget, it chose not to rely exclusively
on public insurance. Instead it created a new universal and mandatory
program of drug insurance financed partly through the private sector
and partly through the public sector. This was the largest single reform
among the 30 cases studied.

The Ontario NDP government (1990-1995) led by Bob Rae had not
expected to win office and was not as prepared to take the reins of power
as it might have been in other circumstances. It decided not to undertake
the kind of regionalization already implemented or in the process of be-
ing implemented in other provinces. As for other issues, some of which
arose in the Rae years and others during the subsequent premierships of
Mike Harris and Ernie Eves (1995-2003), the assessment showed moder-
ate reform. Acting under great pressure from civil society groups, the Rae
government’s most significant initiative among the six policy issues we
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studied was in improving access to some of the then new and expensive
“breakthrough” drugs. The Harris government also chose not to create
regional health authorities, but it introduced a program of hospital ration-
alization (closures and amalgamations) through an arm’s-length Health
Services Restructuring Commission. John Lavis and co-authors (chapter
5) describe the Ontario performance during these years as more like the
tortoise in Aesop’s fable than the hare.

Barriers to Reform: Insiders and Outsiders

The factors that explain the reform decisions depended on the policy
domain. In the governance and financial arrangements domains, issues
were influenced heavily by elite interaction, often with little transparency.
The delivery and program content domains involved the public and civil
society groups, often with media coverage, as well as elites.

In the discussion that follows, authoritative decision makers, gener-
ally a minister or ministers of the governing party, are considered as
endogenous variables that we call “insider interests.” It is not only their
legal authority but the act of deciding itself that makes them endogen-
ous to the decision process. Their advisors from the public service and
elsewhere and those with relatively easy access to deciders or advisors are
also viewed as having insider interests and thus endogenous influence.
Provider associations generally meet this test. A crucial exception to this
definition is that newly elected first-time governments may, depending
on their behaviour, be considered outsiders in the early period of their
first mandate. This is consistent with the idea of an opposition party
running against the “powers that be” or the “establishment” and bring-
ing in its outsider view to “clean house.” It is analogous to candidates in
federal elections in the United States running against Washington. Other
endogenous variables discussed in the chapters that follow include ideas
or institutions when they influence the behaviour of political actors who
are insiders.

Variables that are not endogenous are referred to as exogenous and
actors that are not insiders as outsiders. Opposition parties are typically
outsiders, even if they engage on an issue. The media are outsiders. Even
the publicis an outsider. As patients, members of the public are not repre-
sented by provincial associations of patients that have either the power
base or access to the decision process that provincial medical or hospital
associations enjoy. As citizens and taxpayers, people do exercise some
influence by electing government, but this does not make them insiders.
Other exogenous variables include inanimate forces like fiscal crises and
certain kinds of technological changes that affect behaviours.

To the extent that insiders saw their interests as potentially vulner-
able, they constituted a major barrier to consensus reforms in two of the
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four policy domains: governance arrangements and financial arrange-
ments. Provincial medical associations were the quintessential insiders
in protecting their interests. Over the 1990-2003 period of study and
the update to 2011, their relationships with provincial health ministries
became progressively more intertwined. Other provider groups sought,
often less successfully than medical associations, to protect their interests
in the status quo. Outsiders played a similar blocking role in respect of
consensus and counter-consensus reform proposals in the other two
domains, delivery arrangements and program content.

In the case of provincial medical associations, much of their influence
was taken for granted and in some sense barely noted, not only by the
public but even by physicians. This was especially so for some non-
decisions. For example, almost every commission and task force that
proposed regionalization of health-care delivery insisted that the regional
authorities should be responsible for medical budgets. Governments
knew that medical associations would strongly oppose the transferring
of medical budgets to regional authorities. They therefore chose to ig-
nore these proposals, and the idea disappeared as an issue. In speaking
of the power of the Alberta Medical Association (AMA), its executive
director has stated, “It’s not so much what we can do on our own, which
is minimal actually, but it's what we can stop, which is a lot” (cited in
Archibald and Jeffs 2004).

Delivery arrangements touched Canadians directly. When concerned
about developments, the public found a way of communicating with
government, albeit not necessarily directly. Civil society groups were,
however, quick to draw attention to delivery issues. A majority of
Canadians also showed strong support for the values embedded in univer-
sal, pan-Canadian, publicly administered and publicly financed hospital
and medical services. That politicians took this attachment seriously was
reflected in the behaviour of federal and provincial political parties. All
parties that aspired to form a government consistently declared their
fealty to the Canada Health Act or its values. This federal statute set out
the broad criteria and conditions that provincial health insurance law
was required to meet in order for provincial health services to qualify
for federal financing (discussed further below). Polling data showed
that this program, medicare—in essence a provincially administered
and financed insurance program, within a framework set by the federal
government and with some federal government financial support—was
seen by a large majority of Canadians as “embracing Canadian values”
(Mendelsohn 2002, 27-28) and as “fundamental to the nature of Canada”
(Soroka 2007, 5). Public opinion resisted counter-consensus reform propos-
als that threatened to weaken the medicare legacy, as seen in the for-profit
delivery case. Beyond our six policy reform issues, any proposals that
brought into question the first-dollar coverage of hospital and medical
services were quickly countered by civil society groups.
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Insiders and outsiders did more than fend off reforms they disliked.
They also urged reforms that promoted their values or enhanced their in-
terests. But all political actors were better at defending turf than expanding
it. The net effects of their efforts tended to cancel out one another. Insiders
made it difficult to achieve consensus reforms in the governance and fi-
nancial arrangements domains, and also exerted considerable influence
on delivery and program content issues. Public opinion and civil society
groups made it difficult to achieve consensus and counter-consensus re-
form proposals in the delivery and program content domains. Together,
insiders and outsiders posed major barriers to most reforms.

Factors That Facilitated Reforms

Yet some reform did occur. Given the widespread resistance to governance
and financial reforms from within the health sector, for those two domains
it took factors exogenous to the decision process to force open the windows
of opportunity and allow in the reform winds. Fiscal crisis was one such
factor on some issues. Fiscal crises obliged governments to contemplate
reforms that were politically difficult but that had the potential to make
health care more efficient and help contain costs. For the delivery and
program content domains, the exogenous pressures for change were more
varied, ranging from values that contested the prevailing dominant values
(as reflected in the medicare legacy) to technological change.

A further factor associated with reform applied to all four policy do-
mains. It was political change. Of the 30 cases analyzed for this book, the
largest reforms typically involved an opposition party attaching priority
to health care, campaigning on the issue in a general election, and win-
ning the election. The incoming premier then gave political priority to
health care (often through appointing a political champion) and took
swift action (in the first half of a first mandate). In order to act swiftly,
the incoming government had to know what it wanted to achieve and
be well prepared organizationally to fulfill its goals. In some situations,
knowing how to use the existing public service was sufficient, in others
changes in key public servants were required, and in others still mobil-
izing political staffers or backbenchers was part of the game plan. The
alternative political route was through a leadership campaign within a
governing party with the successful candidate making health-care reform
commitments and acting on them quickly.

The keys to success were thus mainly exogenous. Political commitment
was found to be necessary, but not sufficient, for substantial reform to
occur in all four policy domains. Organizational preparedness was also
needed to make reform happen. Values were not associated with more
or less reform among the 30 cases.
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LEecAciEs AND LESSONS FROM THE Past, 1945-1989

The past always influences the present and future. In the final section of
this introduction, we note five factors associated with the years from 1945
to 1989 that cast light on or had implications for the period we studied
(1990-2003) and the update (2004-2011). First is the broad consensus that
health insurance was the priority issue for the health sector during the
earlier period. Second, there was the clarity of policy choice associated
with the insurance priority. It was possible to articulate the policy options
in a manner that enabled people to understand trade-offs. The third relates
to the impact of federalism on reform. The next is the Canada Health Act
as symbol, and the last the relationship between provincial governments
and provincial medical associations.

Health Insurance: The Priority Issue

During the years from 1945 to 1985, health insurance was the priority
health policy issue for Canadians. While there were divergent views
about how to achieve insurance coverage, there was little disagreement
on its importance.

This consensus was a legacy of the 1930s and Second World War.
Many Canadians had endured years of penury and desperation dur-
ing the Great Depression of the 1930s. During the war years, they had
paid even more dearly in lives lost, ruined health, and fiscal resour-
ces. As the war drew to a close the public mood, in Canada and other
democracies, was one that demanded a better world. Individuals and
families had done their fair share, and often vastly more, for society.
Now it was society’s turn to reward the individuals who had given so
much for their country.

The Dominion had prepared for the postwar world. In its White
Paper on Employment and Income (Canada 1945) and Green Book on
Reconstruction (Dominion-Provincial Conference 1946), the federal
Liberal government outlined a new social contract for Canadians. To
achieve high and stable levels of employment and income, the government
committed to facilitate private enterprise as an engine for job growth, to
use public enterprise where the public interest required it for national
economic development, and to offset periods of weak labour markets
through macroeconomic counter-cyclical policy (fiscal and monetary
policy), automatic stabilizers (unemployment insurance), and trade lib-
eralization. A second set of commitments was directed at war veterans to
help their integration into society. A third focus was on social insurance. To
avoid a return to the social insecurity that had prevailed in the 1930s, the
Dominion government further undertook to protect individuals against
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the contingencies of unemployment, sickness, and old age (Dominion-
Provincial Conference 1946, 59). With respect to sickness, in particular, the
vast majority of Canadians had no hospital or medical insurance, private
or public. Given the constitutional division of powers that assigned the
lion’s share of law-making authority on illness and injury to the provinces,
the Dominion’s plans on health were predicated on provincial agreement.
Fulfilling the part of that commitment that involved hospital and medical
services took a quarter century and then some additional time when the
bargain was subsequently challenged. It required deep commitment to
achieve what was done.

Compared to the 1945-1989 years, during the period we studied there
was less societal consensus about health priorities. It had taken cataclys-
mic change to facilitate the priority-setting in the post-Second World
War years. The absence of clear priorities in the 1990s and beyond was
thus not so much a character flaw as a sign of the times. But it affected
the record of achievement.

Competition of Ideas and Interests, and Policy Choice

During the decades after the war, there was a competition of ideas and
interests about how to act on the insurance priority. It can be thought of
in terms of two axes of policy choice that sometimes intersect and some-
times do not. On one axis were a range of possibilities from the idea that
health insurance should be mainly a matter of personal responsibility and
individual choice to the opposite view that it should be mainly universal
and mandatory as a matter of law. What were the trade-offs? Was the
answer the same for all health services?

A second axis related to the role of government. Was this a matter for
each province to decide alone within its own legislative jurisdiction? Or
should the decision-making involve the federal government in partner-
ship with the provinces? The implication of federal-provincial partnership
was that the federal government would pay a share of the costs.

In practice, the intersection of these two axes created three policy para-
digms. One is described as the “Canada-wide public payment/private
delivery” paradigm, the “Canada-wide public payment” paradigm or
just the “Canada-wide” paradigm. This paradigm, reflected in the Green
Book on Reconstruction (Dominion-Provincial Conference 1946, 86-93),
had government as the single payer but variation in delivery. In every-
day language this is what Canadians now call “medicare.” For medical
services, the Canada-wide paradigm contemplated a continued large role
for fee-for-service physicians and close to an exclusive role for private
not-for-profit corporations in the delivery of hospital services.

A second paradigm favoured “private payment/private delivery.”
It reflected the view that individuals should be responsible for their
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health-care costs and that the market would provide a choice of com-
peting insurers. For-profit delivery would be common, including in the
hospital sector. Provincial governments would play a residual role by
subsidizing the insurance of the poor. The federal government had no
status in this paradigm.

“Provincial payment/private delivery” was the third paradigm. It
involved the individual province as payer with delivery as in the Canada-
wide paradigm. Like the Canada-wide paradigm, it too contemplated
a continued large role for fee-for-service physicians and close to an
exclusive role for private not-for-profit corporations in the delivery of
hospital services.

In some provinces the governmental axis (exclusively provincial versus
provincial/ federal cooperation) was dominant. For example, the gov-
ernment of Quebec has consistently objected to any role for the federal
government, whether the government in power leaned to private pay-
ment or public payment (Quebec 1998). The government of Alberta has
traditionally leaned in that direction also. Conversely, in some other prov-
inces, more weight was assigned to the payment axis. The government of
Saskatchewan argued for a Canada-wide public payment arrangement for
hospital services in the mid-1940s. But when it was not forthcoming, the
government undertook its own hospital insurance plan. A similar set of
events accompanied Saskatchewan’s introduction of medical insurance.

The three paradigms reflected well the competing ideas and interests
that were current and made it relatively easy to understand policy choices
and their consequences.

Impact of Federalism on Reform

In the above discussion of barriers to reform and factors that facilitated
reform, there is no mention of the “federal government” or “federal-
provincial relations.” Does this mean that Canada’s federal system was
a relatively small factor in explaining outcomes?

Federalism may have made a difference in two ways. One was by act-
ing directly on the dependent variables (that is, the actual decision to be
made). The second was through indirect routes. With respect to direct
effects, the analysis will show that the federal government and federal-
provincial relations had a small (barely perceptible) influence on the
reform outcomes in the 30 cases taken as a whole.

Yet the history of medicare in Canada prior to 1990 is untellable without
an understanding of federalism. At different points along the road dif-
ferent actors prevailed: a single province (Saskatchewan) blazed a trail
twice; Ottawa led on several occasions, pulling recalcitrant provinces
along; groups of provinces led, dragging Ottawa and other provinces
forward on hospital insurance; and all jurisdictions agreed to the creative
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use of ambiguity (conditional opting out) to sustain harmony in a federa-
tion with much diversity. Put simply, when reform is attempted at the
Canada-wide level, whether successfully or not, federalism is a major
factor shaping reform decisions. When reform is not countrywide, it fol-
lows that federal-provincial relations and the federal government are less
visibly engaged. But federalism may be influencing events or non-events
in other indirect ways.

For example, the policy agenda of the federal Liberal government of
Jean Chrétien, during its first five-to-six years in office (1993 to 1998/99),
was quite different from that of most provinces. It emphasized divisive
issues in federal-provincial relations, drawing the attention of the media
and the public away from important reform issues that were within prov-
incial jurisdiction. A second and closely related example stems from one of
those divisive issues. We are referring here to the large cut in federal cash
transfers to the provinces announced in 1995 and implemented in part
beginning in the 1996 /97 fiscal year. With a time lag, provincial premiers
decided to give the restoration of these fiscal transfers top billing in their
relations with Ottawa. In so doing, they diverted energy that might have
been directed to health reform.

The Canada Health Act as Symbol

The Medical Care Act, 1966 required that provincial medical insurance
plans provide, as a condition of federal matching grants, for the furnish-
ing of “insured services upon uniform terms and conditions” and that
the compensation arrangements for physicians “not impede or preclude,
either directly or indirectly whether by charges made to insured persons
or otherwise, reasonable access to those services by insured persons”
(section 4). “Reasonable access” was not defined. By the late 1970s, six
provinces allowed extra-billing as part of their accommodation of the
medical profession (Tuohy 1999, 93). Physicians in some of the permis-
sive provinces began to step up “extra-billing,” and their freedom to do
so was supported by their provincial governments (Taylor 2009, 428-62;
Tuohy 1999, 93-95). This triggered a series of responses in Ottawa that
led ultimately to the enactment in 1984 of the Canada Health Act (CHA)
with all-party support. The CHA authorized the federal government to
impose financial penalties on provinces to the extent of extra-billing by
physicians or user charges by hospitals and clinics. The aim of the penalty
provisions was to discourage provinces from allowing these charges. It
is the symbolic aspect of the CHA and the politics of the process that led
to it, however, that are of interest here.

By restating and clarifying the broad principles of the old hospital and
medical insurance legislation, the CHA gave enhanced profile to the over-
arching health “rights” of Canadians within the Canadian social contract.®
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The process leading up to the CHA involved much acrimony between
the federal government and several provincial governments and between
the federal government and medical associations. In separate actions,
the Canadian Medical Association and the Ontario Medical Association
(OMA) unsuccessfully challenged the constitutionality of the CHA (dealt
with together by the court). Physicians in Ontario went on strike. The
last recourse for the OMA was public opinion. The language it used was
seemingly intended to bring the public to see the CHA as threatening the
quality of medical care (Taylor 2009, 455-60).

Public opinion polls helped settle the matter. An Environics Poll in
1977 had asked the following question: “Should medical care be guar-
anteed by the government?” The answer “yes” was given by 72 percent
of respondents. The question was repeated in 1985, the year after the
Canada Health Act was enacted, and again in 1991. The percentages an-
swering “yes” were 95 and 96 (cited in Mendelsohn 2002, 27). In 1998 a
poll by Earnscliffe found that over 86 percent of respondents agreed that
“medicare embodies Canadian values” (ibid.). It had thus become near-
impossible for any government or would-be government to question the
merits of the Canada-wide pubic payment paradigm.

Many years after the enactment of the Canada Health Act, Monique
Bégin, the former federal minister of health who had led the Liberals on
this issue, acknowledged that medicare, as reflected in the CHA, had ac-
quired a symbolic status. She also argued that it had become too narrow,
too restrictive: “Legislation based solely on hospitals and doctors, as is
the CHA, is not appropriate at all, and is even detrimental to good health
policy” (Bégin 2002, 4). She argued that it could and should be reopened
and proposed a list of reforms that included most of the issues that had
been part of the First Ministers” Accord in 2000.

Bégin may not have been wrong that the issue should be reopened,
but it has been more than 10 years since she delivered her message and
not much has happened. For leaders to the right-of-centre, it appears that
the overall popularity of medicare has entailed political risks vis-a-vis
their electorates that they were just not willing to take. For leaders to the
left-of-centre, the goal was to extend the services covered by the CHA. It
appears, however, that they were unwilling to risk reopening the CHA
without the certainty that the outcome would improve insurance cover-
age and that commensurate incremental financial resources would be
made available for that purpose. Even during the years of fiscal plenty,
this would have meant arguing for more money against other worthy
causes. Implicit in this latter position was that there was nothing to be
gained by attempting to improve the design of the CHA (using equity and
efficiency criteria) within existing resources, even though it is difficult
to find a leader, political or otherwise, who would design the medicare
program as it exists now if she or he were starting from scratch. In evolv-
ing from a health insurance program to something politically sacred, the
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CHA has seemingly narrowed the room for certain kinds of macro-health
policy reform. Indeed, it has been argued that the values embedded in
the CHA have become so entrenched in most provinces, both politically
and in provincial health insurance legislation, that the narrowing affects
reform prospects in individual provinces as it does at the pan-Canadian
level (Gildiner 2006).

Relations between Provincial Governments and Provincial
Medical Associations

When individual provinces first began implementing their publicly in-
sured system of medical services, each decided to use the fee schedule
of the existing not-for-profit insurance company that was owned or
approved by the medical association in that province. This made it un-
necessary for provincial governments to develop new fee schedules from
scratch or to replace them entirely with alternative payment methods such
as capitation or salary. Developing new fee schedules would have required
governments to assess the value of primary care physicians relative to
specialists and to take a stance as well on the relative value of different
kinds of specialists and their procedures. The process would have been
technically complex and politically very difficult. Introducing a method
of payment other than fee-for-service would have been less technically
complex but even more problematic to relations between governments
and the medical associations and unions (Quebec only) that represented
physicians. In contrast, adopting existing fee schedules was a simple
approach. Adopting the schedule was also a way of assuring physicians
that neither their livelihood nor manner of serving patients would be en-
dangered by publicly financed medical services. The technical complexity
could be avoided in the short run.

The short-run benefits of adopting existing fee schedules had long-run
consequences. The adoption of these schedules established a pattern in
the relationship between provincial governments and provincial medical
associations that continues to this day. On the one side, provincial govern-
ments came to rely on medical associations for help in determining how
to allocate periodic adjustments to physician fee schedules. On the other,
provincial medical associations and unions came to value their insider
role in allocating fees. Over time provincial governments recognized the
medical associations in their provinces as the sole authorized bargaining
agents on behalf of physicians. (Quebec had separate unions representing
general practitioners and medical specialists.) Periodically, a newly elected
provincial government would question and even challenge this recogni-
tion. But in each case the government backed off, apparently deciding
that there was more to be lost than gained by challenging organizations
representing physician interests.
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Negotiating medical services budgets and their allocation was not the
only role that provincial medical associations played relative to provin-
cial governments, although it was the most publicized. By the 1990s, the
provincial government—provincial medical association relationship had
evolved stepwise into something greater (Lomas et al. 1992). Since fee
negotiations alone did not provide a firm ceiling on the medical services
budget, the fee negotiations were expanded to include items like physician
supply and utilization intensity. Lomas et al. (1992) noted that items like
the relative value of different services, alternative forms of payment like
capitation and salary, and quality assurance also had the “potential” to
be absorbed through this channel. They proved prescient. Tuohy (1999)
subsequently described the relationship between provincial health
ministries and provincial medical associations as one based on “mutual
accommodation.” Tuohy also observed a trend toward more formality
in the way these bodies related to one another and confirmed that the
agenda was becoming much broader.

Legislatures have given periodic approval to changes in physician
remuneration, and provinces have acknowledged medical associations
or unions as exclusive bargaining agents for physicians. But to our
knowledge, the wider relationships referred to by Tuohy and Lomas
have not been thoroughly debated in any of Canada’s legislative bodies.
They appear not to have been anticipated in the 1960s and 1970s when
medical insurance was introduced. But they flowed logically out of the
decisions taken then to continue with fee-for-service as the prime mode
of physician payment. For more than a decade now, these arrangements
have been governed by master agreements between the provinces and
their medical associations. These agreements have, on the whole, become
increasingly long, formal, and complex. They are also opaque. It is thus
difficult for the outside observer to assess their impact.

Roap Mar

Chapter 2 elaborates on the methodology and theory that underpin
our research. Chapters 3 to 7 analyze the six reform issues in Alberta,
Saskatchewan, Ontario, Quebec, and Newfoundland and Labrador.

Chapter 8 analyzes the 30 cases to determine the kind of reform and
extent of reform in each. It then accounts for the reform decisions, treating
the five provinces as a single entity. Using cross-provincial and cross-issue
analysis of the 30 cases, chapter 9 provides both a more comprehensive
and yet fine-grained explanation of the reform decisions. Chapter 10
provides alternative ways of “measuring” reform. It also compares our
findings to the existing literature.

Chapter 11 focuses on the period from 2004 to 2011. It analyzes the extent
of reform and the evolution of the factors that shaped outcomes. Chapter
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12, the final chapter, links the past to the future, asking what our studies
suggest about the prospects for health policy reform going forward.

NOTES

1. These are observations often made by pollsters Nanos Research (2012) and
Ipsos-Reid (2010), respectively.

2. Thestart date for Canada-wide hospital insurance was 1958 and for Canada-
wide medical insurance 1966. However, the start date for the first provincial
hospital insurance plans was 1 January 1947 and for medical insurance 1962.

3. The annex is based on reviews of these reports undertaken for this project
by Kevin O’Fee. The reviews are available on the project website at http:/ /
www.queensu.ca/iigr/Res/ crossprov.html.

4. Our focus in this book is on health-care policy reform, although in some places
we refer simply to health-care reform for ease of reading. We acknowledge
that much reform often occurs for reasons unrelated to policy change, for
example, as a result of new breakthroughs in science and technology.

5. Mendelsohn’s “review examined surveys from CROP, Decima, Earnscliffe,
Ekos, Environics, Goldfarb, Ipsos-Reid, and POLLARA, as well as Canada
Health Monitor/Berger Report, the Centre for Research and Information on
Canada’s annual ‘Portraits of Canada,” and quantitative and qualitative data
collected by the National Forum on Health (Government of Canada), the
Saskatchewan Public Commission on the Future of Medicare, and a number
of international studies” (Mendelsohn 2002, 1).

6. The 2009 OECD figure for total Canadian health expenditure as a share of
GDP is slightly above the CIHI figure for the same year. The OECD adjusts
national figures to ensure data comparability.

7. In addition to Canada, countries surveyed include Australia, France,
Germany, Netherlands, New Zealand, Norway, Sweden, Switzerland, United
Kingdom, and United States.

8. The Medical Care Act, 1966 had no preamble that set out its lofty aims.
The Canada Health Act, 1984 has a preamble that spells out its overarching
purposes.



CHAPTER 2

STUDYING HEALTH-CARE REFORMS

JonN N. Lavis

The basis of this book is a systematic study of health-care reforms in five
Canadian provinces between 1990 and 2003. The beginning of the study
period was a time when Canadians appeared to be outliers among high-
income countries in considering their health system to “work pretty well”
(almost 60 percent) and not need to be “completely rebuilt” (under 5 per-
cent; Abelson et al. 2004). Over the ensuing decade these numbers shifted
dramatically: in 1998 a larger proportion of Canadian respondents be-
lieved the system needed to be “completely rebuilt” than considered it to
“work pretty well.” The end of the study period coincided with the years
in which the Romanow and Kirby reports were published (Commission
on the Future of Health Care 2002; Standing Senate Committee 2002b)
and two health accords were negotiated among federal, provincial, and
territorial governments (Health Canada 2003, 2004). By then the propor-
tion of Canadian respondents who considered the system needed to be
“completely rebuilt” had dropped almost to 1988 levels, but the majority
of Canadians believed (or continued since 1998 to believe) that the system
still “needs fundamental changes” (Abelson et al. 2004; Health Council
of Canada 2010).

As the research team was compiling the results of its analysis, there was
a shift in Canadian politics. This shift saw the mainly centre and centre-
left federal and provincial governments that were in office during the
1990-2003 period replaced by mainly centre-right governments. For this
reason, it was decided to extend the analysis to include the period from
2004 to the end of 2011 to determine what effect this political shift might
have had on health-care reforms. This addition to the research study is
described in chapter 11. The sole point to note here is that the research
for the later period rests on the base of the early (1990-2003) period. This
chapter accordingly concentrates primarily on the methodology used for
the 19902003 study period.
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Health-care reform during the study period was something that all
governments, a large proportion of the Canadian population, and most
policy analysts appeared to believe should be undertaken in order to
ensure timely access to high-quality health care for all Canadians and the
country’s health systems’ financial and political sustainability. The rate at
which reform took place seemed to be slower or less impactful than many
thought desirable. However, health-care policy reform during this period
did take place quite rapidly in some subsectors. For example, financial
and delivery arrangements within the rehabilitation sector in Ontario
changed dramatically over this period (Gildiner 2001). What appeared
to move slowly was reform that touched significantly on the core “public
payment/ private delivery” bargains that underpinned much of the health
system (Lavis 2004). The bargain with private practice physicians entailed
care with first-dollar, one-tier public (fee-for-service) payment. It has
proved remarkably enduring in every province, with reforms primarily
taking the form of pilot or demonstration projects (Hutchison, Abelson,
and Lavis 2001). The bargain with hospitals predates the bargain with
physicians. It entailed private not-for-profit hospitals delivering care
with first-dollar, one-tier public payment. Among the five provinces we
studied, the hospital bargain was found in some provinces, for example,
Ontario and Alberta, and not in others. In Quebec, hospitals became
part of the formal public sector with regionalization in 1971, and in rural
Newfoundland small cottage hospitals had been part of the public sector
prior to its entry into Confederation.

Much of the existing literature on health policy in Canada has involved
analysis at the sectorwide level (e.g., Maioni 1998; Tuohy 1999) or the
specificities of certain subsectors (e.g., Gildiner 2001). There was a gap,
however, between these two levels of study that needed to be bridged.
The aim of the research has been to construct the bridge, or at least a
large part of it, by focusing on reforms that touch significantly on the
core public payment/private delivery bargains or seek to extend them
beyond their parameters. By bridging the gap or a good part of it, the
study team hoped to illuminate the particular challenges faced by those
seeking to lead reform in this contested area as well as the factors that
were conducive to reform when it happened. Specifically, the research
was designed with four objectives in mind:

1. to describe the policy-making process for a purposively selected
sample of six policy issues in each of five different provinces that dif-
fer in their affluence, population size, and urban-rural mix (Alberta,
Saskatchewan, Ontario, Quebec, and Newfoundland and Labrador);

2. to determine how much reform had occurred as a result of these
policy-making processes and identify the factors that explained the
policy outcomes;
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3. to determine if there were patterns in the factors that explained the
policy outcomes across the six policy issues in each province and then
across the five provinces; and

4. to draw on the factors identified in pursuing the second third ob-
jectives to derive policy implications for provincial/territorial and
federal governments seeking to undertake health-care reform that
touches significantly on the core “public payment/ private delivery”
bargains.

When we turned to the cross-provincial and cross-issue analyses and
to deriving implications from these analyses, where our focus was much
more on understanding why is it so difficult to reform health care in
Canada, we addressed four questions:

1. Whatkind of health-care reform and how much occurred with respect

to the six policy issues across five provinces during the 1990-2003

period?

Which factors facilitated reform and which factors impeded reform?

3. Was there a pattern in the distribution of factors within or (especially)
across provinces and issues?

4. What can be done to create the conditions that make certain kinds
of reform more probable and that is consistent with the effective
functioning of the federation?

N

Questions 1 and 2 relate to objective 2, question 3 relates to objective 3,
and question 4 relates to objective 4.

IDENTIFYING POLICY ISSUES FOR STUDY

The process of purposively sampling policy issues for study was funda-
mental to the study. This began by drawing on a sector-specific taxonomy
of policy domains. The taxonomy distinguished among governance
arrangements, financial arrangements, delivery arrangements, and
program content (Lavis et al. 2002; and now fully elaborated at www.
healthsystemsevidence.org and in Lavis et al. 2012). Governance arrange-
ments can include who has what policy authority (e.g., centralization or
decentralization), organizational authority (e.g., hospital accreditation),
commercial authority (e.g., product licensing), and professional author-
ity (e.g., scope of practice), as well as whether and how consumers and
stakeholders are involved in decision-making. Financial arrangements
can include how revenue is raised for health-care programs/services (i.e.,
financing), organizations are paid (i.e., funding), and professionals are
paid (i.e., remuneration), as well as how products/services are purchased
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(e.g., prior approval requirements) and how consumers are incentivized
(e.g., deductibles). Delivery arrangements can include decisions about
how care is designed to meet consumers’ needs (e.g., timely access to
care), who provides care (e.g., substitution of one professional group for
another), where (e.g., high-volume versus low-volume facilities), and
with what supports (e.g., safety monitoring and quality-improvement
systems). Program content can include which services, drugs, or de-
vices are covered through publicly financed programs (or, while not the
situation here, provided publicly through government-owned systems
or reimbursed through private insurance systems).

Next the study team drew on the health-care policy literature and 10
key-informant interviews to identify six policy issues where reform had
been attempted or undertaken in many if not all Canadian provinces,
with at least one policy issue drawn from each of the aforementioned
domains (Table 2.1). One of the policy issues—regionalization of health
services delivery (a form of decentralization from provincial governments
to subprovincial authorities)—was drawn from the domain of govern-
ance arrangements (Lomas, Wood, and Veenstra 1997). Two of the policy
issues—needs-based funding for health regions/ districts and alternative
payment plans for physicians—were examples of changes to financial
arrangements. Two of the policy issues—for-profit delivery of medically
necessary services and waiting-list management—were examples of
changes to the delivery arrangements domain. And one policy issue—
establishing the terms of a prescription drug plan—was drawn from the
program content domain.

Finally, for each issue the study team drew on the health-care policy
literature, documentary analyses, and key-informant interviews to iden-
tify a “policy puzzle”—policy decisions and “non-decisions” or “no go”
decisions that differed across provinces in ways that could not be easily
explained without recourse to primary data collection (Table 2.1). Each
provincial study coordinator then pursued a province-specific question
about a policy decision for each policy issue, thereby contributing data
to answering six cross-provincial policy puzzles. The policy puzzles re-
lated to governance and financial arrangements were and remain highly
salient for health-care professionals in Canada. Practitioners care about
whether they are accountable to themselves, hospital boards, regional
health authorities, or provincial governments; whether resources will be
allocated to their regions/ districts based on historical factors or need; and
how they will be paid, as shown by the activities of their professional
associations and umbrella groups (e.g., Canadian Health Coalition). The
governance and financial arrangements also have important implications
for all Canadians, both as consumers and as the ultimate revenue source
for health-care programs (whether as taxpayers, premium payers, or
out-of-pocket fee payers), even if these arrangements are not as visible to
them. Likewise, the policy puzzles related to delivery arrangements and
program content were and remain highly salient for consumers and for
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health-care professionals in Canada. Consumers, for example, care about
the privatization of medically necessary services (particularly hospital
and physician services, which they treat differently from other types of
services in this regard; Abelson et al. 2004), waiting lists, and access to

prescription drugs for themselves and their families.

TABLE 2.1

Policy Issues under Study and Research Questions Asked

Policy Domain Policy Issue Research Question
(i.e., policy puzzle to be explained)
Governance Regionalization Why did some provinces establish health regions/
arrangements  of health-services  districts to assume responsibility for the management
delivery and delivery of a significant range of services, others
for the coordination of the management and delivery
of a significant range of services, and still others
neither?
Financial Needs-based Why did some provinces establish a needs-based
arrangements  funding for health  funding formula that included health-related (not just
regions/districts demographic) measures of need to allocate funding
to regions/districts, others a formula that included
just demographic measures of need, and still others
neither?
Alternative Why did some provinces establish an alternative pay-
payment plans ment plan based on capitation or salary for primary
for physicians care physicians, others alternative payment plans
based on minor modifications to fee-for-service
remuneration, and still others neither?
Delivery For-profit delivery ~ Why did some provinces create a policy framework*
arrangements of medically that made possible the development of (parallel
necessary services  streams of) private, for-profit delivery of medically
necessary services that had historically been delivered
in private, not-for-profit hospitals, others framework(s)
to constrain such developments, and still others
neither?
Waiting-list Why did some provinces establish a wait-list manage-
management ment system, others a wait-list tracking system, and
still others neither?
Program Prescription drug Why did some provinces establish a universal prescrip-
content plans tion drug plan in their efforts to cover previously
uninsured persons, others a targeted plan, and still
others neither?
Notes:

*Policy frameworks were considered to be those policy statements, statutes, and important
regulatory decisions governing the delivery of diagnostic, surgical, and outpatient services
historically affiliated with hospitals under the Canada Health Act; they do not address delisting
of medical services or the contracting out of services like laundry.
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SELECTING ANALYTICAL FRAMEWORKS TO EXAMINE AGENDAS
AND DECISIONS

The research team followed the analytical convention of dividing the
policy-making process into four stages was followed. Under this approach
an issue makes it onto the governmental agenda (the list of subjects getting
attention; Kingdon 2003); an issue makes it onto the decision agenda (the
list of subjects that are up for active decision; Kingdon 2003); a choice is
made to introduce or modify a policy to address an issue, or a choice is
made to maintain the status quo; and (if applicable) a policy or modified
policy is implemented. We recognize that such distinctions can be more
heuristic than real (Table 2.2). Our focus was on the first three of these four
stages. Through a review of the political science and public policy litera-
ture, we selected Kingdon’s (2003) model of the agenda-setting process
as the best suited to understanding the dynamics of governmental and
decision agendas. According to this model, an issue comes onto the gov-
ernmental agenda either because of events within the “problem stream”
or events within the “politics stream.” An issue comes onto the decision
agenda because the problem, policy, and politics streams become coupled,
thus creating a window of opportunity for policy choice (Kingdon 2003).

Through a separate comprehensive review of the literature, the study
team identified four clusters of factors—institutions, interests, ideas, and
external events—and a full array of subclusters that can explain policy
choice (Bhatia 2002; Lavis et al. 2012). Institutions can include govern-
ment structures (Immergut 1992; Pierson 1995), policy legacies (Pierson
1993), and policy networks (Coleman and Skogstad 1990). The core bar-
gains with physicians and hospitals provide classic examples of policy
legacies (Lavis 2004). Interests can include many types of actors, but for
the purposes of the study distinctions were made among societal inter-
est groups, elected officials, public servants, and researchers, as well as
policy entrepreneurs (who can be drawn from any of the aforementioned
types of actors; Kingdon 2003). Ideas can include knowledge or beliefs
about “what is” (e.g., research knowledge), views about “what ought
to be” (e.g., values), and combinations of these two factors (Lavis et al.
2002). External factors can include the release of major reports; political,
economic, and technological changes; the emergence of new diseases;
and media coverage.

The research team used both frameworks (which are referred to in this
volume as the Kingdon and 3I frameworks, respectively) to guide the
development of the interview schedule and to support the constant com-
parative analysis of data from the documentary analyses and interviews
within each case study. The cross-provincial and cross-issue analyses drew
primarily on the 3I—institutions, interests, and ideas—framework. We
return to these issues below.
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Analytical Framework Used in the Study

Dependent Variables
(and independent variables)

Definitions (and examples)

Governmental agenda

« Problems

« Politics

Decision agenda

« Problems

« Policy

« Politics

Policy choice

« Institutions

“The list of subjects or problems to which governmental
officials, and people outside of government closely associated
with those officials, are paying some serious attention at any
given time” (Kingdon 2003, 3)

Problems can come to light through focusing events, a change
in an indicator, and feedback from the operation of a current
policy or program

Politics can include swings in provincial/national mood,
changes in the balance of organized forces, and events within
government (e.g., election)

“The list of subjects within the governmental agenda that are
[sic] up for active decision” (Kingdon 2003, 4)

A problem can be defined as warranting governmental action
by comparing current conditions with values concerning more
ideal states of affairs, comparing performance with that of other
jurisdictions, and putting the subject in one category or another
(i.e., framing)

A policy can come to policy attention through the diffusion
of ideas, feedback from the operation of an existing policy or
program, and communication or persuasion

A policy can be deemed an appropriate solution if it is tech-
nically feasible, fits with dominant values and the current
provincial/national mood, and is acceptable in terms of budget
workability and likely political support or opposition

Politics can be conducive to addressing a particular problem
with a particular policy if the approach is congruent with the
provincial/national mood, enjoys interest group support or
lacks organized opposition, and fits the orientations of the cur-
rent governing party or prevailing legislative coalitions

An explicit decision to change or to maintain the status quo

Institutions include three types of factors:

- Government structures (e.g., federal versus unitary
government)

+ Policy legacies (e.g., Canada Health Act)

- Policy networks (e.g., executive council-appointed commit-
tees that involve key stakeholders)

... continued
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TABLE 2.2
(Continued)

Dependent Variables
(and independent variables)

Definitions (and examples)

« Interests

« Ideas

« External

Interests include five types of actors:

+ Societal interest groups (e.g., medical associations)

- Elected officials

+ Public servants

+ Researchers

+ Policy entrepreneurs (e.g., individuals who can couple a
policy to a problem when a political window of opportunity
opens)

Ideas include three types of factors:

+ Knowledge or beliefs about “what is” (e.g., research
knowledge)

- Views about “what ought to be” (e.g., values)

+ Knowledge and values combined

External factors originate outside the immediate policy com-
munity under study, but they must in turn manifest themselves
as institutions, interests, or ideas within the immediate policy
community (e.g., societal interest groups may mobilize the
media on a given issue). External factors include

- release of major reports (e.g., commission reports)

- political change (e.g., election or cabinet shuffle)

- economic change (e.g., recession)

- technological change (e.g., new imaging technology)
+ new diseases (e.g., severe acute respiratory syndrome)
+ media coverage (e.g., emergency room overcrowding)

COLLECTING AND ANALYZING DATA RELATED TO AGENDAS

AND DECISIONS

For each policy decision under study, provincial study teams typically
conducted a detailed documentary analysis, developed a timeline of
key events related to the policy decision, conducted interviews with a
purposive sample of public policy-makers and stakeholders who were
familiar with the policy-making process, and analyzed the resulting data
using the analytical frameworks described above.

For each documentary analysis, provincial study teams typically searched

* bibliographic databases to identify published descriptive or analytical
research related to the policy issue or the broader policy area (all study
teams except the one in Newfoundland and Labrador);
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* media databases to identify coverage of events leading up to
and including the policy decision (all study teams, although in
Newfoundland and Labrador this was done primarily for the region-
alization, wait-list management, and prescription drug case studies,
and in Saskatchewan this involved a manual search of print media
archives);

e Hansard to identify parliamentary debates related to the policy deci-
sion (all study teams); and

* websites and old telephone directories of relevant government depart-
ments to reconstruct the organizational chart for the periods when
the policy decision was made and identify potential key informants
(all study teams, although in Newfoundland and Labrador this was
done primarily for the regionalization, alternative payment plan, and
wait-list management case studies).

The provincial study teams developed a timeline of key events related
to each policy decision, except for Newfoundland and Labrador where
five decisions were “no go.” The events include significant media coverage
of related issues or actions, media releases or other public statements by
government and stakeholder groups, releases of consultation documents
or research reports, elections or cabinet shuffles, the policy decision it-
self as well as any related decisions, and any other events that appeared
closely related to the policy decision. Each timeline typically consisted
of the dates when each event occurred, a description of the event, the
“institutions” (e.g., Ministry of Health) and key individuals involved in
the event, historical references (e.g., media coverage), a brief comment
on the “ideas” in play, a brief analysis of the significance of the event,
and any more recent references (e.g., websites). The study teams that had
constructed full timelines also developed a short version of the timeline
for use in their interviews (the only exception being the prescription
drug plan reform in Saskatchewan, which evolved so rapidly), which the
provincial study coordinators modified as they gained additional insights
into the temporal sequencing of key events.

Provincial study team members conducted interviews with a purposive
sample of public policy-makers (i.e., public servants, politicians, and / or
political staff in health and other departments) and stakeholders (e.g.,
heads of civil society groups and health professional associations) who
were familiar with each policy-making process. The provincial study
teams drew on the documentary analysis and timeline to identify each
purposive sample, taking care to seek out a mix in the types of public
policy-makers and stakeholders, as well as to seek out those who did not
appear in either the documentary analysis or the preliminary timeline but
who were identified by other study participants as playing an important
role or having a unique perspective to offer about key events.
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Typically one individual conducted all interviews in each province,
but at least two individuals were involved in the analysis. Interviewees
used a semi-structured interview guide coupled with (in most provinces)
the short timeline that was provided as a prompt at the beginning of
each interview. The interview guide dealt with each stage of the policy-
making process in turn (i.e., governmental agenda, decision agenda,
and policy choice) and within each stage dealt with the key individuals
and groups, the perspectives they brought forward, and the actions they
took. (In some provinces, such as Saskatchewan, the interviewees were
not able to distinguish among these stages of policy-making, which may
be attributable to the speed of decision-making for four of the six issues,
and the analysis therefore focused on policy choice.) The interviews also
explored hypotheses that had been developed during the documentary
analysis and /or earlier interviews. The study team conducted a total of
238 interviews, with 67 in Alberta, 37 in Saskatchewan, 51 in Ontario,
53 in Quebec, and 30 in Newfoundland and Labrador. Each provincial
study team employed a constant comparative method of analysis for
each case study, drawing initially on the Kingdon and 3I frameworks
described above, and proceeding iteratively to identify recurrent themes.
The teams analyzed each stage of the policy-making process separately
to the extent that documentation and interviews allowed. They also
identified any discordance among interviews, or between interviews and
publicly available documents. The provincial study teams did not engage
in member checking. Each team wrote its case studies using a common
methodology, but the style of presentation was decided by the provincial
study coordinators. More details on methodology are provided on-line
at http:/ /www.queensu.ca/iigr/Res/ crossprov.html.

CODING AND ANALYZING DATA ACROSS PROVINCES AND ISSUES

Drawing on 30 case studies (six policy issues, whether they involved
decisions or “non-decisions,” in each of five provinces), the central pro-
ject coordinator identified a range of additional codes that facilitated
cross-provincial and cross-issue analyses (chapters 8 and 9), applied the
codes to each case study, sought feedback from the provincial study co-
ordinators, and iteratively revised the codes based on this feedback and
continued analyses.

Two sets of codes assist with describing the nature and extent of reform
(i.e., our dependent variables):

1. The nature of reform is identified as being pro-reform, anti-reform, or
counter-consensus relative to the grey literature. Factors that facilitate
reform in the direction recommended by the grey literature are pro-
reform. Both anti-reform influences and counter-consensus reforms
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indicate opposition to the recommendations of the grey literature.
However, anti-reform suggests attachment to the status quo, whereas
counter-consensus reform indicates opposition to the status quo and
movement in the opposite direction than that proposed in the grey
literature (e.g., Saskatchewan reducing prescription drug coverage
at a time when most calls were for expanded coverage).

2. The extent of reform is identified as being none, limited, moderate,
significant, or comprehensive depending on the extent to which a
provincial reform met the various elements that constituted the grey
literature consensus in a given area (see annex 1 for details).

As noted in chapter 1, the grey literature refers to the major reports
published during the study period and in the half-decade preceding it,
particularly the systemwide reports that dealt with two or more of the
six policy issues. These reports were often commissioned by provincial
governments (four of the five provinces each published two reports during
the period), less commonly by the federal government (with three reports
published), and rarely by stakeholder groups (e.g., Canadian Medical
Association). The first wave of such reports appeared in the mid-to-late
1980s and early-to-mid 1990s, a period of fiscal restraint (e.g., Commission
d’enquéte sur les services de santé et les services sociaux 1988; Health
Canada 1997; Premier’s Commission on Future Health Care for Albertans
1989a, 1989b). The second wave appeared in the late 1990s and early
2000s, by which time the fiscal situation had improved (e.g., Government
of Newfoundland and Labrador 2002b; Commission on the Future of
Health Care 2002; Ontario Health Services Restructuring Commission
2000). The same standard—whatever reform was advocated in relation
to a given issue by all or a plurality of reports—was applied across all
provinces regardless of the specifics of the report(s) from that province.
The study team focused on the grey literature in order to avoid express-
ing normative preferences for what constituted “good” or “bad” reforms.

Having one set of codes and one categorization scheme for codes also
assisted with describing the factors that influenced the nature and ex-
tent of reform in the 30 case studies. Note that the terms factor, influence,
independent variable, and simply variable are used interchangeably in this
volume. The categorization scheme indicated (a) whether a factor that
influenced a policy decision was “major” or not; and (b) whether a fac-
tor could be considered endogenous or exogenous to the policy-making
process that culminated in any given policy decision. As the case study
findings were compiled and assessed in relation to research objective 3,
an independent variable was occasionally relabelled (from the label used
in Table 2.2) to make its meaning clearer or variables were grouped dif-
ferently than initially anticipated to respond to patterns emerging in the
data. For example, the original variable “political change (e.g., election
or cabinet shuffle)” became “change in government/government leader
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that committed to reform through an election or leadership process and
that acted expeditiously on the commitments upon taking office.” Further,
some interests were grouped as “insider interests.”?

The advantage of coding the data in this way is that it allowed us to
determine the frequency of association between independent variables
and policy outcomes and, as a subset of that determination, the associa-
tion between the independent variables that were most important (called
“major” factors) and policy outcomes. These determinations were the
basis for cross-provincial and cross-issue analyses. The downside is that it
conveys a precision that qualitative data inherently lack. For example, it is
ajudgment call as to whether medical opposition to alternative payment
plans should be coded as a policy legacy (i.e., the public payment/ private
delivery bargain) or as an insider interest. By being transparent about
all aspects of the approach to coding (see annex 2 for details), we enable
readers to assess the impacts of the coding approach on the conclusions.

EXTENDING THE ANALYSIS TO 2004-2011

As noted in the introduction to this chapter, the analysis was extended
to include the period from 2004 to the end of 2011, which was a period
of primarily centre-right governments. Our analysis of this recent period
focused on three specific research questions.

The first question was whether the direction and magnitude of reform
(i.e., the dependent variable in the analysis) had remained constant or had
changed relative to the findings for the 1990-2003 study period. For this
purpose, the study team took as the baseline the findings from each of
the 30 case studies from 1990 to 2003 and analyzed the trajectory of policy
reform in 2004-2011 relative to that earlier period. Three possibilities
were examined in each of the 30 cases: (a) no change in the momentum
of reform toward the grey literature consensus in the 20042011 period
relative to the 1990-2003 period; (b) accelerated or new momentum
toward the grey literature consensus in the 2004-2011 period relative to
the 1990-2003 period; and (c) decelerated momentum toward the grey
literature consensus or reversed direction with respect to the consensus
in the 2004-2011 period relative to the 1990-2003 period.

The second question was whether the major independent variables
from the 1990-2003 period remained important influences on the policy-
making process in the 2004-2011 period. Unlike the first period, where
independent variables were analyzed on a case-by-case basis and then
aggregated in the cross-provincial and cross-issue analyses, in the second
period we analyzed the independent variables in a more general way
across all provinces and issues.

The third question was whether the major independent variables from
the 1990-2003 period explained any of the three possibilities examined
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as part of the first question. The methodology is described further in
chapter 11.

In the next five chapters, each of the five provincial reform experiences
is described in turn. These chapters, and the case studies that underlie
them, are the principal source for the coding for the 1990-2003 period
described above.

NoOTE

1. These adjustments are described fully in chapter 8. Moreover, the details about
all factors are provided in annex 2 so that the reader can explore alternative
categorizations of the independent variables.






CHAPTER 3

HEALTH REFORM IN ALBERTA:
FiscaL CRrisis, PoLITICAL
LEADERSHIP, AND INSTITUTIONAL
CHANGE WITHIN A SINGLE-PARTY
DEMOCRATIC STATE

JoHN CHURCH AND NEALE SMITH

INTRODUCTION

Like other Canadian provinces, Alberta undertook significant health-care
reforms during the 1990s. The Alberta approach, while driven by fiscal
pressures similar to those experienced by other provinces, was shaped
by its own unique interplay of institutions, ideas, interests, technological
change, and economic forces. A growing fiscal crisis, combined with
a change in political leadership, but not in the governing party, led to
aggressive reform in health care. Once economic growth returned, com-
mitment to health-care reform waned. However, the enduring legacy of
initial health reforms has been a shift away from the Ministry of Health
and local health-care in decision-making institutions and interests (i.e.,
traditional forms of governance) to new decision-making institutions and
interests (i.e., new forms of governance). Overall, this had a centralizing
effect on decision-making.

The intent of this chapter is to discuss how Alberta addressed health
policy reform around six key policy decisions: the regulation of health
services delivery by private facility operators; the introduction of health
regions; the introduction of a population-based funding model to support
health regions; the introduction of a voluntary, centralized wait-times
registry; the expansion of drug benefits to cover the children of parents
moving off of social assistance to return to work, and palliative care
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patients; and the introduction of an alternative payment plan for physician
remuneration aimed mainly at primary care. Although by the criteria em-
ployed in this volume, Alberta ranks second after Saskatchewan in terms
of the extent of reforms achieved during the time period, only a modest
degree of reform, overall, was realized. Significant institutional reform
was achieved through regionalization and population-based funding.
Privatization, although a priority of the premier, was only moderately
achieved. Since the period studied, Alberta has abandoned most of the
specific changes it made in favour of other policy options; however, the
trend toward more centralized decision-making has continued.

After providing an overview of the political and policy-making context
and the relevant sequence of events, the chapter details each of the six
cases. The cases are analyzed within a framework that identifies the fac-
tors that explain the reform outcomes. The analysis is followed by a brief
discussion of why more reform occurred in some cases than in others.
The final section of the chapter recaps the major reforms and the roles
played by ideas, institutions, interests, economics, and technology. The
chapter concludes with a postscript that summarizes what has happened
in Alberta in the several years beyond the period of study and why most
reform, even that deemed significant, has not endured.

Txe PoriticaAL AND PoLicY-MAKING CONTEXT

Politics in Alberta has several unique aspects that have shaped policy
responses historically and during the time frame of the case studies.
Among Canadian provinces, Alberta is unique in that it has operated
virtually as a one-party state since the mid-1930s, the manifestation of
a political culture with an unusual level of ideological cohesion (Bell
1992; Macpherson 1962). The Social Credit Party held power from 1935
until 1971, with Ernest Manning as premier for 25 uninterrupted years.
Both Peter Lougheed and Ralph Klein were Progressive Conservative
premiers for 14 years before retiring. These long periods of single-leader,
single-party domination have reinforced the core political values of the
province (Pal 1992, 16-22).

A major element of Alberta’s political culture has been the idea that
the role of the state is “residual.” In this view, the individual is primarily
responsible for his or her own well-being. Beyond the individual, the im-
mediate and extended family, local community, and the private market
are the sources of relief for personal hardship. Only as a last resort and
on a temporary basis should the state become involved in the affairs of
the individual (Guest 1997). A hallmark of long-term governments in
Alberta has been a preference for private market solutions (Barr 1974;
Dyck 1996, 505). Not surprisingly, the province has exhibited a marked
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tendency toward divestment and decentralization of responsibility for
the provision of services to municipal and community levels (Hornick,
Thomlison, and Nesbitt 1988, 52). In health care, Alberta has traditionally
been reluctant to adopt a state-centred approach to health policy (Boase
1994; Church and Noseworthy 1999, 186-203).

Although private market solutions have been preferred, provincial
wealth and intergovernmental pressures have acted as catalysts for state
intervention. In this respect, Alberta, like other provinces, allowed pro-
gressive expansion in its health-care delivery system from the 1970s to
the mid-1980s by financing incremental growth. After coming to power
as premier in 1971, Peter Lougheed set about modernizing the province
by developing key infrastructure (e.g., hospitals), expanding the health
professional workforce, and granting substantial wage increases. Overall,
two-thirds of Lougheed'’s tenure as premier occurred during a time when
the province was experiencing unprecedented economic growth.

However, in a dramatic turn of fortune, oil and gas prices declined
throughout the early 1980s, leading to a significant decline in resource
revenue for government coffers. Although the rate of growth in provincial
program expenditure gradually fell to below the inflation rate, the cost
of servicing the debt increased significantly, from $22 million in 1981 to
$880 million (i.e., 7.3 percent of provincial expenditures) by the 1989/90
fiscal year.! Don Getty succeeded Lougheed in 1985. During his years as
premier, which ran to 1992, the province accumulated a net debt of $11
billion (Barrie 2004, 261). Limits to public sector wage increases were part
of the resulting restraint efforts, which led to increased labour unrest
(Tupper, Pratt, and Urquhart 1992, 49-50).> Faced with slipping political
support in the successive elections of 1986 and 1989 (Pal 1992, 21-24),
the Getty government began to consider alternative ways of financing
and delivering health care (Alberta Health 1989; Church and Smith 2006;
Philippon and Wasylyshyn 1996).

Two major reviews of the overall health system were initiated by
the Getty government.® The Advisory Committee on the Utilization
of Medical Services (i.e., the Watanabe Committee) was established in
September 1987. Its mandate was to advise the Minister of Hospital and
Medical Services on the “implementation of recommendations ... related
to reducing or controlling increases in utilization of medical services”
(Alberta Health 1989, 94). Three months later, the Premier’s Commission
on the Future of Health Care for Albertans was announced; its mandate
was to conduct an inquiry on future health requirements for Albertans.
The Watanabe Committee relied on expert advice, whereas the Premier’s
Commission consulted the public more broadly (Premier’s Commission
1989a, 11-15). Reports from both processes were released in 1989. Both
reports made recommendations on regionalization in health care. The
Watanabe Committee recommended regional or local coordination among
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existing organizations. The Premier’s Commission took a significantly
different approach and recommended the creation of nine autonomous
regional health authorities (1989b, 119). To paraphrase, it proposed a
“serious redistribution” of “planning and power” away from Alberta
Health to local communities, individuals, and newly created provincial
entities. The commission also sounded the alarm on the implications of
increasing expenditures in health care, indicating that total existing tax
revenues would not be enough to cover the cost of health care (1989b, 107).

When the government’s official response was released in November
1991, the vision was consistent with the directions and recommendations
of the commission: a health-care system focused on community and
individual-level responsibility, and on prevention and population health
rather than illness treatment. Yet the government explicitly rejected the
creation of autonomous health authorities in favour of a much weaker
recommendation for “cooperative planning” at the regional level; that s,
the Watanabe approach (Alberta Health 1991a, 39). With an election pend-
ing and a strong reaction against regional health authorities, especially
in rural constituencies, the government backed away from the health
governance issue. However, the Minister of Health foreshadowed what
was to come when, in June 1992, she noted that the failure of a coopera-
tive approach to reach solutions, prior to the 1994 /95 fiscal year, might
result in a more “prescriptive” approach by the provincial government
(Alberta Health 1992, 2-3). The Minister of Health also reiterated the fiscal
message from the commission that would become a government hallmark
after the 1993 election (Alberta Health 1992, 4-5).

As the government moved closer to the 1993 provincial election, the
campaign focused attention on a mounting provincial debt of $32 billion
that had accumulated during the 1980s, due to deficit budgeting and the
major plunge in oil revenues. The government had responded by cut-
ting expenditures and raising taxes but remained unable to overcome
the mounting financial problems. The net result was a loss of confidence
in the strong state presence that had been initiated by Lougheed in an
attempt to diversify the economy (Taras and Tupper 1994, 64).

Aside from these internal problems, the provincial Progressive
Conservatives faced significant external challenges from the federal
Reform Party, founded in 1987, and the federal Liberals. With a platform
of fiscal austerity and smaller government, and its political base in Alberta,
the Reform Party was an electoral threat to the provincial Progressive
Conservatives. This set the stage for the emergence of a political agenda
of radical expenditure reduction. Not surprisingly, political strategists of
the provincial Progressive Conservative party argued that failure to ad-
dress this issue could have serious electoral consequences. Replacement
of the federal Progressive Conservatives, who had taken a soft approach
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to enforcement of the Canada Health Act while in power, by the Liberals
meant renewed federal interest in health care (Tupper 2001, 465).*

The emerging political agenda on fiscal restraint was further solidified
when Don Getty resigned as premier and as leader of the Progressive
Conservative party and was replaced by Ralph Klein in late 1992. Klein
had been quietly campaigning in rural Alberta for two years prior to
Getty’s resignation. The arrival of Klein signalled a shift in power, as the
more moderate and affluent wing of the party, represented by Minister
of Health Nancy Betkowski, was swept aside by the more right-wing
constituency of the party that focused on fiscal austerity. While Lougheed
had prided himself on prosperity through greater provincial develop-
ment, one of the costs was bigger government. Klein reinvigorated the
party in the 1990s by promising to downsize government and make
Alberta prosperous again (Lisac 1995, 43). As such, he forged an alliance
between the “conservative populists,” concerned with big government,
and the business lobby concerned with taxes, royalties, and privatization
(Dickerson and Flanagan 1995, 11).

During his leadership campaign, Klein outlined what would become
the blueprint for his first term as premier. As Martin (2003, 111) notes,

[Klein] outlined five principles to restore integrity in government—realistic
revenue predictions, a four year promise to eliminate the $2.2 billion deficit,
a law prohibiting future deficits, a government retreat into core services and
open arms to partnerships with the private sector.

Following the shift in party leadership from Getty to Klein, government
embarked on an extensive public consultation process: the provincial
roundtables. These roundtables were well-scripted exercises, arguably
designed to sell Albertans on the new political agenda prior to a prov-
incial election. The first in the series of roundtables on the provincial
budget, held in the spring of 1993, was designed to convince Albertans
that there was simply no alternative but to cut costs quickly or put the
security of future generations in jeopardy (Lisac 1995, 85-90; Mansell
1997, 52). Given the significant anti-cutbacks coalitions that emerged in
the late 1980s among school boards, municipalities, social service agen-
cies, and public sector unions, reaching this consensus was no small feat
(Tupper 2001, 465).

As part of its election strategy, the government passed the Deficit
Elimination Act in the spring of 1993. The Act required government to
eliminate the deficit within the next electoral mandate. Armed with this
legislation and public confirmation of its political agenda through the
roundtables, Klein called a provincial election and won a majority of seats
in the provincial legislature.
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Following closely on the heels of the election, government initiated
a second series of roundtables solely focused on health care in August
and September of 1993. The conclusions of these roundtables were con-
sistent with the larger political agenda of fiscal restraint (Lisac 1995).
Following the roundtables, the Health Planning Secretariat, a committee
of the Legislative Assembly appointed by the premier to develop an
implementation plan for health care, released a report entitled Starting
Points. Based on the committee’s interpretation of the roundtable dis-
cussions, the report recommended a “consumer-first” focus for service
delivery, including maximum access and maximum choice; creation of
a unified administrative and governance structure; integration of health
services and institutions; a “wellness” focus to regional health services;
greater opportunities for non-profit associations and the private sector
to provide facilities; a funding formula for health regions; and a clear
definition of roles for all major stakeholders (Alberta Health Planning
Secretariat 1993).

Having legitimized the political agenda with an electoral mandate to
cut costs and implement health-care reform, the government announced
its Three-Year Business Plan for the Ministry of Health. This included
planned expenditure reductions of $734 million (approximately 18
percent), from $4.2 billion in 1992/93 to $3.4 billion in 1996/97 (Alberta
Health 1994). The major thrust of this reduction was directed at the acute
care sector; for example, hospital beds were reduced from 4.5 beds to 2.4
beds per 1,000 people.

Two factors aided Klein in his early success as premier. The first was
that although the provincial Liberal Party, under Laurence Decore, had
presented Klein with a large opposition in 1993, and given him a good
run for his money, once Decore departed from provincial politics the
opposition became weaker in each succeeding election. That Decore had
originally challenged Klein on a similar platform of fiscal restraint, but
lost, meant that there was no alternative political agenda in the wake of
the 1993 election.

Second, as the price of oil and gas recovered by 1996 and subsequently
spiked by the end of the decade, government revenues rose to unsur-
passed levels; thus, the government was able to balance its budget by
early 1995, within the first Klein mandate, and run significant surpluses
until late 2008 when oil and gas prices began to decline again. Within
this context, the government was able to meet any political challenge
with increased public expenditures (Barrie 2004, 267-69); however, the
momentum for significant reforms in health dwindled once the larger
fiscal crisis dissolved. By 1995, opposition to further expenditure cuts
had begun to galvanize, and by 1996 government had started “reinvest-
ing” in health care.



Health Reform in Alberta 41

THE Six CASEs
Regionalization (1994)

Regionalizing Alberta’s health services was seen as one way that the
Alberta government could better manage its health expenditures.® The
particular question examined in this first case study is, Why did the
Government of Alberta establish regional health authorities (RHAs) to
assume responsibility for the management and delivery of a significant
range of health services?

In 1994, once fiscal targets were established at the provincial level, the
government introduced Bill C-20 for the disestablishment of 200 local
hospitals, public health boards, and continuing care boards, and the cre-
ation of 17 regional health authorities (RHAs) and two provincial health
authorities, each with appointed governance boards and management
infrastructures. The resulting legislation, the Regional Health Authorities
Act, created RHAS responsible for the planning and delivery of a wide
range of health services, within consolidated regional global budgets.
This involved both the divestiture of programs and services previously
planned or provided directly by the province, such as home care and
communicable disease control, and the consolidation of existing acute
care, home care, continuing care, and public health services under the
new organizational structures. Mental health was to be phased into the
responsibility of RHAs, while the Provincial Cancer Board would remain
separate. Notable for their exclusion from the regional umbrella of service
delivery responsibilities were ambulance services, which continued to be
the responsibility of municipalities; physicians’ services, which continued
to be delivered by independent, fee-for-service physicians negotiating
with the province through their provincial association; and services pro-
vided by non-hospital pharmacists.

Initial members of the regional health authority boards were appointed
by the Minister of Health, in 1994 until July 1996, at which time a second
wave of appointments occurred. In addition to governance by RHAs at
the regional level, the legislation also mandated the creation of commun-
ity health councils to act in an advisory capacity to RHAs.

What is most significant about this case is the impact it had on the lo-
cal political power base specific to health care. Historically, the delivery
of hospital services had been strictly a local concern. In most provincial
jurisdictions, enabling legislation allowed local municipalities to raise
revenues, through taxation, to build and fund hospitals. Legislation
also enabled the establishment of local public health boards. Within
the larger context of medical politics, physicians and locally elected or
appointed hospital boards played a pivotal role in the development
and operation of community hospitals. Subsequently, the entry of the
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provincial government into the health-care marketplace during the late
1950s shifted the source of funding for hospital services from the local
to the provincial level; however, local hospital boards and local public
health boards remained intact. In this context, the provincially elected
member of the Legislative Assembly (MLA) assumed a key role as broker
for local health-care interests within the provincial political arena (Lavis
2002; Taylor 2009). The shift to health regions disrupted this arrangement
by eliminating local hospital and public health boards and diminishing
the role of the MLA as broker for local health-care interests. As described
below, the institutional changes precipitated by regionalization created
new opportunities to address other fundamental health policy issues.

Population-Based Funding (1997)

Inherent in the introduction of a regionalized health system, with sig-
nificant governance and service delivery integration, was the develop-
ment of new funding mechanisms. ® Prior to regionalization, Alberta had
multiple funding formulas and processes for acute care, long-term care,
public health, emergency, and home care programs and services. During
the 1980s, various efforts were made to address weaknesses in these
existing funding approaches (Smith and Church 2008). The introduction
of RHAs motivated the government to develop a new formula for fund-
ing health regions that integrated historical, per capita, and population
considerations. For this case, we asked the following question: Why did
Alberta introduce a population-based funding model for regional health
authorities?

The province’s intent to regionalize the health system was stated in
the Starting Points report, following the 1993 post-election Provincial
Roundtables on Health. The document’s comments about potential fund-
ing of the new RHAs foreshadowed many elements of the new model,
including geographic and population indicators and the right of patients
to access services anywhere in the province. After several years of studying
the issue, including reviewing funding arrangements in Finland, Britain,
and Saskatchewan, the government announced a new funding formula.

The population-based funding (PBF) model for RHAs was imple-
mented for the 1997/98 fiscal year. Approximately 46 percent of the
province’s health expenditures were covered by the model; the balance
was accounted for by provincewide services and other special allocations.
Five key points are worth noting about the population-based funding
model. First, it began with per capita allocations to the RHAs. Second,
the per capita numbers were adjusted to account for certain measures
of “need.” Third, additional adjustments were made to account for the
special circumstances of remote areas. Fourth, the model required that
RHAs, whose residents received care outside their boundaries, reimburse
the regions that provided such care for the cost of these treatments (i.e.,
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an “import/export” adjustment). Fifth, a no-loss provision guaranteed
that RHAs’ funding would not be reduced from what would have been
allocated under the previous system.

Under this model, funding levels for each RHA were determined first
by calculating the total population, using data from the Alberta Health
Care Insurance Plan registry. This was adjusted for age, gender, Aboriginal
population (under 65 years of age), and low-income population (under
65 years of age). Other modifiers, such as standardized mortality rates,
were considered but rejected, despite being recommended by a number
of academics. There was also additional funding (i.e., “assured access”),
outside population-based funding, for remote populations and a special
allocation (i.e., the “cost of doing business”) for the five northernmost
RHAs.

Although the funding formula was reviewed and adjusted several times
after its implementation, it continued to be the predominant means of
funding services provided by RHAs throughout and beyond the period
of our analysis.

Alternative Payment Plans (1998)

The Alberta Medical Association (AMA) negotiated several multiyear,
master agreements with the Ministry of Health regarding physician reim-
bursement. Since the introduction of capped budgets,” the AMA has de-
termined the distribution of the funding, within the collective agreement,
across medical specialties. As a rule, master agreements did not specify
clear deliverables on the part of individual physicians. After several years
of negotiations, which were compelled by the fiscal crisis, the AMA and
the government reached agreement introducing an alternative payment
plan (APP) option as part of the 1998 Master Agreement. In this case, we
examined why, in 1998, Alberta chose to introduce an APP (capitation) as
an addition to existing payment mechanisms, and to develop a common
set of principles to govern all physician remuneration models.

While a capped budget, with a 5.5 percent increase, had been negotiated
between the Getty government and the AMA in 1992, the Klein govern-
ment pressured physicians to accept new arrangements, including signifi-
cant reductions in their compensation. Threatened by a potential cut of 40
percent (approximately $100 million) over three years, and the possible
devolution of the physician service budget to RHAs, the AMA adopted
a proactive response by suggesting APPs as a cost-saving measure. For
government bureaucrats, APPs represented not only an opportunity for
immediate savings but also a means to make physicians more responsible
and accountable (AMA 1993).

In the 1995 negotiation, the AMA suggested a form of capitation pay-
ment, a fee-for-comprehensive-care model, as an additional means to
fee-for-service by which physicians might be reimbursed (AMA, n.d.).
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While negotiators on both sides of the table were in favour of the pro-
posal, the deal was rejected by the cabinet and negotiations broke down;
consequently, the AMA launched a public relations campaign (AMA
1996). The result, in late 1995, was a Letter of Understanding between
the government and the AMA, which placed APPs on the government
agenda. The agreement effectively ended the push by government to
remove $100 million of funding from physicians, introduced APPs on a
pilot project basis, introduced a joint management process, and enabled
the RHAs as decision-making partners (Alberta Health, n.d.).

During the next round of negotiations, in 1998, APPs moved from
their pilot status into a regular funding stream of the physician services
budget, along with fee-for-service. The APP stream had several options
including capitation, segregated fee-for-service, or contract. The move to
embed APPs within the medical services budget reflected a growing level
of trust between Alberta Health and the AMA. It also reflected a growing
acceptance, among physicians, of a range of reimbursement methods.

In choosing to add APP (capitation) to a range of existing physician re-
muneration models, all governed by common guiding principles, Alberta
decided to bridge organized medicine’s desire to maintain fee-for-service
with the political and bureaucratic desire to increase physicians’ respon-
sibility and accountability for expenditures within the medical services
budget and across the broader system. In addition, the government
reaffirmed the AMA’s organizational status as the formally recognized,
sole representative of physicians in Alberta.

Drug Benefits (1998-1999)

Although Alberta was once an innovator in pharmaceutical policy cover-
age (Grootendorst 2002), it pursued only incremental changes in drug
benefit policies during the Klein “revolution.” Illustrative of this approach
were government decisions to extend publicly financed drug benefits for
palliative care patients and to introduce a Child Health Benefit program
for children of low-income families. The research question for this case
study was: Why did Alberta expand its prescription drug plan to include
palliative care patients and children of low-income families rather than
adopt a universal plan?

Despite early government attention to the question of drug coverage—
in Palliative Care: A Policy Framework (Alberta Health 1993) and the Publicly
Funded Drugs in Community Settings Consultation in October 1997—no
immediate policy change resulted from either initiative. However, in 1997
the government appointed MLA Dave Broda to head a Policy Advisory
Committee on Long-Term Care (hereafter, the Broda Committee) to con-
sult on key issues and recommendations for the future (Alberta Health
and Wellness 1999b).
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In its Summary of Consultations with Public, November 1998 to March 1999,
the Broda Committee noted that “in-home intravenous therapy and pal-
liative care drug programmes need to be provided” (Alberta Health and
Wellness 1999a, 21). Coinciding with the release of the report was a $3
million commitment for a palliative care drug benefit program.

The second reform initiative, the 1998 Alberta Child Health Benefit
Program, resulted from Alberta’s commitment to the federal government’s
National Child Benefit (NCB). Under the NCB, the federal government
increased the amount of money it provided to low-income families with
children through the Canada Child Tax Benefit. Provinces had the oppor-
tunity to reduce their transfer payments to these families by an equivalent
amount, as long as the savings were reinvested in other programs that
provided benefits to the families. Each province could design specific
programs in at least one of five areas: earned income supplements, child /
daycare initiatives, early childhood services and services for children at
risk, supplemental health benefits, and other initiatives (Government of
Canada 2005).

Alberta extended coverage for optical and dental services, diabetic sup-
plies, emergency ambulance transportation, and premium-free prescrip-
tion drugs to the children of families leaving social assistance so that they
could still access benefits that had previously been provided through the
welfare system. This met the NCB objectives of addressing child poverty
and “increas[ing] attachment to the workforce.” It was initially estimated
that 115,000 children would be eligible for these benefits (Government of
Canada 1998); in 2002, the province reported that “approximately one-
third [66,293] of eligible families enrolled” in the program (Alberta Human
Resources and Employment 2002). In the 2003/04 fiscal year, Alberta
Human Resources and Employment spent approximately $21 million
on this program. This amount represented 2.7 percent of its spending on
“People Investments” and about 1.9 percent of its total annual budget.

In summary, developments in public prescription drug coverage in
Alberta during the 1990s were driven most strongly by ideological factors.
Conservative governments were consistently opposed to universal pro-
grams and collective responsibility, as demonstrated by private coverage
and copayments within public programs. Only select groups for which the
public felt some sympathy and understood to be deserving became the
beneficiaries of public programs. The lack of strong interest group voices
meant that coverage expanded incrementally, as new services, based on
existing models, were developed and as political attention temporarily
shifted to focus on drugs.

Privatization (2000)

Technological change overshadowed many significant health reforms
in Alberta.® The increasing capacity to perform complex interventions
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outside traditional health-care institutional settings led to the emergence
of an increasing number of private clinics in Alberta (and elsewhere). In
Alberta, where these activities were not regulated, significant growth oc-
curred during the 1980s. The combination of unchecked market growth,
shrinkage in the public sector, and pressure from citizens and the federal
government to regulate this market led the Government of Alberta to
pass legislation, in 2000, to regulate relationships between health regions
and private contractors in providing certain “publicly funded” surgical
services in private, for-profit facilities. The question that concerns us in
this case is: Why did Alberta create policy frameworks that made pos-
sible private, for-profit delivery of medically necessary services that had
historically been delivered in private, not-for-profit hospitals?

Given major budget reductions, the capacity of the health-care system
since 1993 has been significantly reduced. In essence, the retreat of the
Alberta government from the health-care marketplace created oppor-
tunities for medical entrepreneurs. As such, the government intended to
encourage increased private-sector involvement in the delivery of services.

During the 1990s, the provincial government fought a running battle
with local public interest groups and the federal government. While
the province seemed willing to let private operators move in to occupy
the market share vacated by the public sector, a local coalition of citizen
and labour groups—Friends of Medicare—and the federal government
became increasingly concerned that such activities directly violated the
Canada Health Act and threatened the viability of the publicly funded
health-care system. The ensuing debate was sustained by federal and
provincial responses to the activities of local medical entrepreneurs and
the Friends of Medicare.

In 1992, a private member’s bill was introduced in the Legislative
Assembly of Alberta to grant special charitable status to Howard Gimbel,
a world-renowned ophthalmologist, to allow the proceeds from his pri-
vate practice to be channelled into a private foundation to fund research
activities; however, the legislation was withdrawn due to significant
public and federal government outcry. Subsequently, an activist federal
(Liberal) government became intent on enforcing the principles of the
Canada Health Act. Alberta had developed a set of principles and was in
discussion with the federal government about health-care privatization,
but in 1995, Alberta, along with several other provinces, was penalized
for violating the Canada Health Act by failing to enforce the extra-billing or
facility fee aspects of the legislation.? Historically, Alberta had vehemently
defended the right of physicians to extra-bill.

While the two orders of government were embroiled in a political battle,
local entrepreneurs, mainly in Calgary, were busy developing new corpor-
ate ventures to increasingly deliver health-care services. In an environ-
ment of reduced public sector capacity, some regional health authorities
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(RHAsS) capitalized on private sector capacity by contracting out surgical
services. In effect, the Calgary RHA sold “surplus” physical infrastruc-
ture to local medical entrepreneurs, and subsequently, these individuals
performed a number of surgical procedures that would have normally
been carried out in public hospitals. Starting with uncomplicated cataract
surgeries, by the end of the 1990s the list had expanded to include major
joint replacement surgeries; however, in all instances, private contractors
were responsible only for uncomplicated cases. More complex patients
or procedures continued to be handled by public facilities.

Although local entrepreneurs pressured the provincial government to
approve these arrangements, RHAs, local health advocates, and the fed-
eral government pushed for a clear legislative framework to regulate these
activities. In September 2000, the Health Care Protection Act was passed
and regulations were drafted. The new legislation required all surgical
facilities to be accredited by the College of Physicians and Surgeons of
Alberta and approved by the Minister of Health. Insured surgical services
could be provided by private health facilities only through contracts with
health regions, in which facility fees were paid by the health regions to
private contractors based on performance expectations and measures.
In considering an application, the Minister was required to take into ac-
count the Canada Health Act, the public interest, and any possible adverse
impacts on the publicly funded or administered system. The rationale for
approving a contract was to be made public. The legislation contained
provisions to protect patients from being forced to purchase “enhanced”
services, at an additional direct cost, and also prohibited queue-jumping
for insured surgeries.

The Health Care Protection Act allowed government to deal with a var-
iety of issues but primarily regulated service delivery contracts between
health regions and private health facilities. In essence, the legislation
struck a balance among competing values of a stronger private sector
role in health care, increased access and choice, regulation of increasing
public expenditures pertaining to contracts, and quality assurance.

Wait Times (2003)

Expenditure reductions undermined the capacity of the public health-
care system to meet increasing demands for services.! The most visible
manifestation of this problem was the lengthy wait list for major surgical
procedures. The research question for this case was: Why did Alberta es-
tablish a voluntary waiting-list tracking system rather than a centralized
or decentralized waiting-list management system?

As Figure 3.1 illustrates, access to services appeared to be an increasing
public concern, to which politicians were attuned, over the case study
period.
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FIGURE 3.1
Percentage of Albertans Reporting Access to Health Care as “Easy” or “Very Easy,”
1995-2004
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Source: Alberta Health and Wellness, Public Surveys about Health and the Health System in
Alberta, 1995 through 2004.

In addition to the system’s reduced capacity, the creation of regional
governance and delivery systems provided local decision makers with
a new perspective on the extent and nature of the problem. In short,
once decision makers began addressing service delivery in more heav-
ily populated areas and started dealing with resource allocation across
multiple facilities, program wait lists moved from being a site-specific to
a system-level problem.

The initial political response in 1996 was to devote additional public
money to alleviate immediate demands for cardiac and joint replacement
surgeries. In addition, the cabinet promoted private health care as a pos-
sible means of relieving pressure on the public system. As the decade
progressed and long wait times persisted despite the infusion of addi-
tional resources, politicians and bureaucrats grew to better understand
the complex relationship among surgeons, facilities, and other health
providers, such as acute care surgical nurses. By the late 1990s, resources
were targeted to address all three of these areas, as opposed to the earlier
approach of targeting money to pay for more operating room time only.
Stemming from the policy learning about the specific issue and a greater
push by the Alberta government to implement a business planning model,
a drive to develop performance indicators contributed significantly to
the eventual government response to the issue.

To address the specific issue of wait times, Alberta introduced a
voluntary, publicly accessible, Internet-based wait-list registry in 2003.
The choice of a voluntary registry reflected the interplay of three fac-
tors: preference for minimal government intervention in social policy;
preference for personal responsibility and choice; and recognition of the
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original bargain with organized medicine with its primary focus on pro-
fessional autonomy. The underlying logic of the registry was to provide
all stakeholders, including patients, with accurate and understandable
information. In theory, patients and / or their physicians would be able to
make appropriate choices about the best way to access necessary services.
The voluntary aspect of the registry ensured that individual physicians
were not coerced to surrender control over local information about wait
times. It also recognized the disparity in the capacity of different regions
to collect data on surgical and diagnostic procedures. Finally, in taking a
voluntary approach, the government avoided a state-centred response.
The boundaries within which a policy choice could be made necessitated
an incremental approach to policy development and implementation.

Having provided an overview of the six cases, this chapter turns to
examining the role played by ideas, interests, institutions, economics,
and technology in shaping policy outcomes.

THE ROLE OF IDEAS, INTERESTS, INSTITUTIONS, AND EXTERNAL
FAcTORS

Role of Ideas

Health reform and policy in Alberta was driven by a number of over-
arching value preferences. As discussed earlier, historically, Alberta had
demonstrated a strong preference for limited government involvement
in the lives of individuals. It preferred private market solutions to public
policy problems. When national hospital insurance was originally being
planned, Alberta advocated a non-compulsory, municipally decentral-
ized approach, as opposed to the compulsory, centrally administered
approached envisioned by the federal government (Taylor 2009, 169-70).
Ernest Manning’s Social Credit government led the opposition to the
compulsory federal medical care insurance scheme (Barr 1974, 135). The
Government of Alberta made its position perfectly clear in its submission
to the federal Royal Commission on Health Services:

We believe that only by maintaining a system in which private enterprise and
individual initiative and personal responsibility combined with whatever
financial subsidization is required from society collectively, can the best
interests of our people in the field of health be successfully and adequately
served (Alberta 1962, 4).

In fact, while the federal initiative was still under discussion, the AMA,
in collaboration with the Alberta government and the insurance industry,
launched a private, non-profit, contributory but non-compulsory plan
to counter Saskatchewan’s compulsory, universal plan (Saskatchewan’s
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plan would become the blueprint for medicare). The Alberta initiative
was designed primarily to subsidize coverage for low-income earners
(Taylor 2009, 339).

Within the context of health reforms, in the 1980s and 1990s these senti-
ments were reiterated first by the Premier’s Commission (1989b) and sub-
sequently by the government (Alberta Health Planning Secretariat 1993).
In the case of health-care regionalization, the Premier’s Commission called
for a redistribution of power away from the Department of Health and
toward local communities to make them more responsible and account-
able for managing health resources and for reflecting local priorities and
needs. From the government’s perspective, new ways to deliver services
required increased private sector involvement, increased consumer choice,
and increased direct payment for non-essential services (Alberta Health
Planning Secretariat 1993).

During this time period, these traditional values merged with the values
of New Public Management (NPM) and its emphasis on the devolution
of responsibilities for direct service delivery away from line departments
to existing or newly created structures and processes (Aucoin 2002,
37-52). This view was well supported by the position of the Premier’s
Commission that the role of government in health care should be long-
term strategic planning, setting standards, allocating global funding, and
ensuring coordination and communication.

The view of the commission on the appropriate role of government
in health care reflected a broader concern about enhancing expenditure
accountability to avoid reverting to simply throwing money back into
the system. As an idea in good currency, accountability dovetailed with
the political agenda of fiscal restraint. By 1991, accountability had been
translated into needs-based planning, evaluation of outcomes, changes
in provider behaviour, and increased consumer choice and responsibility
(Alberta Health 1991¢, 1).

In addition to these internal discussions about accountability, two other
sets of popular ideas circulated in government and politics. The first set
stemmed from the NPM ideas of Osborne and Gaebler (1992); these ideas
were promoted by the new provincial treasurer, Jim Dinning," who had
come from the public service. The second set of ideas, which were more
politically strategic in nature, emanated from Sir Roger Douglas’s 1993
book, Unfinished Business. Douglas suggested that successful reform re-
quired moving fast and hard before effective opposition could be mobil-
ized. While the second set was loosely linked to Premier Klein, he never
confirmed that he had read the book (D. Martin 2003, 140.)

The end result of the cross-fertilization of these ideas in Alberta was
the development of basic NPM components relating to business plan-
ning and performance measurement, within an environment focused on
expenditure reduction, downsizing, and decentralization of decision-
making away from line departments to other existing or newly created
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decision-making institutions. Within this context, government began to
consider policy alternatives that would touch directly on all six cases.

As anidea, regionalization provided a convenient vehicle for the devo-
lution of responsibilities, and to a lesser extent, authority for the delivery
of an integrated and coordinated range of health services within fixed
budgets and performance targets. Once the idea of health regions was
accepted, some form of consolidated funding formula, at the regional
population level, became essential.

Alternative payment plans (APPs) also fit into broader thinking because
they were seen by the government and the Alberta Medical Association
as a means of introducing greater accountability into the physician ser-
vices’ budget without removing individual physician or patient choice. In
essence, the normalization of APPs allowed government to fund groups
of physicians, with identifiable deliverables, within the context of a fixed
budget. Recent Canadian Institute for Health Information data indicate
that 14.4 percent of total physician payments (clinical) were allocated to
APPs (CIHI 2008, 2011c).

The ideas of accountability and less direct state intervention also drove
the policy choice in the case of wait times. The overall push to develop a
business planning model with performance measures and the desire to
maintain consumer and health provider choice led to the development
of measurement tools to support the data requirements of a voluntary
wait-times registry. The predominant thinking underpinning the drug
case decisions was also residual.

Role of Interests
Politicians

Ralph Klein, sworn in as premier in late 1992, set the tone for a new
policy style in which public servants, who had previously played more
of a leadership role in policy development, took on a more supportive
role to government MLA-led policy committees. In a loose sense, this
was consistent with the NPM notion of moving decision-making away
from line departments. Underpinning this shift in policy was an over-
riding sense among Conservative MLAs that “knowledge workers” had
become too powerful and needed to be reined in by politicians, who, after
all, had been elected to make decisions on behalf of the public (Taras and
Tupper 1994, 61-83). Taking a page from Douglas’s book, this scapegoating
was extended to anyone who opposed the government’s agenda (Lisac
1995, 53-54). The tendency of long-standing governments, of one-party-
dominant political systems, to perceive their ideas as the only correct ones
was evident here. In short, one was either for or against the government
(Tupper, Pratt, and Urquhart 1992, 47, 59).
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The overall shift in policy style and related expenditure cutbacks re-
quired building consensus within caucus and cabinet. To facilitate this,
Klein introduced sweeping changes to three major aspects of govern-
ment: communications, ministerial staff, and committee structures. The
first change centralized the communications apparatus of government
into the Office of the Premier: “[Ministerial] communications officers
were appointed by the executive director in the premier’s office, and they
reported to the director of communications in the Office of the Premier”
(Brownsey 2005, 218).

The second change politicized the role of ministerial executive assist-
ants (ibid., 219):

All ministerial executive assistants were interviewed as to their perception
of their role. In the course of the interview, if it was determined that the
executive assistants did not see their role as political they were terminated.
While ministers were free to hire their own executive assistants, Klein’s chief
of staff, Rod Love, ensured that they viewed their role as political operatives
and not as neutral members of the bureaucracy.

The third major change involved replacing cabinet committees with
standing policy committees (ibid.):

In place of cabinet committees Love created what he described as Standing
Policy Committees (SPCs). Comprised of both cabinet members and back-
bench MLAs, each standing policy committee is chaired by a private govern-
ment member with the authority to hear public submissions. Ministers are
appointed as vice-chairs of these committees. These chairpersons sit at the
cabinet table to represent the views of their committee.

The new committee structure appeared to shift power back into the
hands of the Tory caucus, especially rural MLAs, who had been alien-
ated during the Getty era (White 2005, 118-23). For example, in the case
of regionalization, the slight delay in introducing health regions and the
large number of initial regions were a direct reflection of the influence of
the rural caucus and the control of local hospitals (Hanrahan et al. 1992).
The more substantial delay in regulating private providers reflected
reluctance from the premier and from influential caucus members to
intervene. The introduction of APPs was initially rejected by politicians
because of the potential negative public perception of patient rostering.

While on the surface this created a more grassroots decision-making
process, it also shifted power away from ministers and into the Premier’s
Office. In health care, this centralization of power allowed the premier
to publicly contradict ministers and even reverse their decisions when
he chose to do so.
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Physicians, collectively and individually, played an important role at the
government agenda, decision agenda, and policy choice stages in the
alternative payment plan (APP) and wait-times cases. In the privatiza-
tion case, individual physician entrepreneurs played a significant role at
the government agenda stage. They played a less important role in the
regionalization case and appear to have played little or no role in the
drug case. This variation reflected the extent to which each of these cases
was integral to the core bargain between the Alberta Medical Association
(AMA) and the government, with professional autonomy and method of
payment being most central to the core bargain.

In the APP case, the AMA was key to bringing forward the issue and
getting it onto the government’s health reform agenda. Once on the table,
the AMA, with its superior resources, controlled the decision and policy
choice agendas. For wait times, the preferences of individual surgeons,
shaped by the clinical autonomy aspect of the core physician bargain,
heavily influenced the government’s response. In the privatization case,
physician entrepreneurs, concentrated in Calgary, forced and kept the
issue on the government agenda. Individual physicians informed cabinet
at the decision agenda stage. For regionalization, government deliber-
ately excluded significant local physician input, fearing resistance that
would slow the process. Such input was only reintegrated after regional
structures were in place.

Bureaucrats

As previously mentioned, bureaucrats were challenged to manage a
difficult policy environment during the 1990s; however, Alberta Health
bureaucrats played an instrumental role in developing the thinking
around accountability at the government agenda stage and in developing
performance measures in the regionalization and wait-times cases.
Provincial bureaucrats played a key role in the development and imple-
mentation of the new population-based funding formula. They were also
influential in the development of policy options for the drug case. In the
privatization, APP, wait-times, and regionalization cases, bureaucrats ap-
pear to have been less influential at the decision agenda and policy choice
stages. The degree of influence that bureaucrats had at the different stages
of policy-making for the different cases reflected the extent to which an
issue was perceived as political as opposed to technical in nature.

Over time, the role of bureaucrats under Klein generally diminished for
a number of reasons: centralization of decision-making in the Premier’s
Office, especially on the health file; general lack of trust in the bureaucracy;
Klein’s lack of trust in Alberta Health bureaucrats in particular because of
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his perception that health bureaucrats were resistant to proposed policy
changes; downsizing; regionalization, which moved resources out of
the line department; and the ascendance of government MLAs in the
government decision-making process. Of the 16 ad hoc MLA commit-
tees initially created, 12 were linked to health-care reform (Church and
Noseworthy 1999, 194). The shift to MLA committees represented a shift
from decision-making through bureaucratic processes to decision-making
through more politicized processes as well as a shift from more abstract
and technical analysis to more practical (i.e., political) considerations
(McArthur 2007, 245-60). The net result of the major changes to decision-
making structures and significant expenditure cuts was a demoralized
public service with a significantly reduced capacity to lead policy develop-
ment or implementation.

Other Societal Interests

Other societal interests, such as citizens’ groups, labour unions, and
municipalities, appear to have been most prominent in the privatiza-
tion, regionalization, and wait-times cases, which were more political in
nature. The Friends of Medicare coalition of citizen and labour interests,
in concert with the federal government, was instrumental in forcing the
issue of privatization onto the government agenda and in heavily influ-
encing the final policy choice. Local community and municipal interests
were influential in delaying the legislation of health regions because of
the implications for local control and the local economy. They were also
influential in determining the relatively large number of regions that were
originally established, although eventually this influence waned. The
wait-times case was overshadowed by increasing citizen concerns with
access to services. The policy response was designed to provide citizens
with information that would continue to ensure they had choices about
the services they received.

Role of Institutions

The policy legacies created by the Canada Health Act (CHA) and the im-
plicit original bargains embedded in the legislation helped to shape the
policy responses of the provincial government. In the privatization case,
the requirements of the CHA forced Alberta to regulate the activities of
private operators, despite the prevailing residual view of the state. The
government response in the APP case was tempered by the recognition
of the original bargain between the state and organized medicine. The
“reasonable access” aspect of the CHA indirectly influenced government
to address wait times. Devolution of RHAs’ responsibilities occurred
within a framework of continuing public accountability. In the drug case,
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federal resources were used to leverage policy change at the provincial
level. Overall, the interprovincial process played an important role in
achieving consensus on the general direction of reforms in the regional-
ization and APP cases. In wait times, federal-provincial relations were
significant at the government agenda stage.

In addition to the more general changes to government structures
and processes previously discussed, a number of institutional changes,
specific to health care, were implemented to facilitate reforms. The prov-
incial Ministry of Health, which had traditionally enjoyed a significant
leadership role, was relegated to a support role for new health regions
and other major stakeholders in implementing major health reform. With
a significant reduction in human resources during the early stages of re-
form, Alberta Health effectively lost the capacity to take a leadership role
(Church and Noseworthy 1999; Church and Smith 2006). Although the
shift in the role of public administrators, within the context of New Public
Management (NPM), was not unique to Alberta, the trend toward “hol-
lowing out” the bureaucracy was vigorously pursued in Alberta compared
to most provinces and territories (Gow 2004, 11; McArthur 2007, 247-48).

The replacement of close to 200 local hospital and public health boards,
initially with 17 but eventually nine regional health authorities, effectively
broke the link between local MLAs and hospital and public health boards.
In essence, the pluralistic nature of local decision-making was replaced
by more concentrated and centrally directed regional decision-making
that involved fewer community representatives. This shift represented a
direct assault on the core bargain with local communities about hospital
governance. Klein, who had been mayor of Calgary, had personally dealt
with the local empires built around hospitals and the salaries that hospital
chief executive officers demanded.

While government successfully broke the traditional link between
local physicians and local hospitals, new regional institutional mech-
anisms were eventually created to re-establish this linkage because it
became apparent that attempting to move forward, without the support
of local medical communities, would be problematic. Klein admitted,
some years later, that leaving doctors out of the first round of reforms
was a mistake (D. Martin 2003, 162). Overall, the government chose not
to effect fundamental change to the core relationship with organized
medicine. In the years following the introduction of health regions,
new provincial-level institutional arrangements further entrenched the
power of organized medicine. As the APP case demonstrated, the Alberta
Medical Association was successful, in 2003, in officially representing all
Alberta physicians in exchange for institutionalizing APPs. These same
institutional mechanisms, however, introduced health regions as a third
player at the system-level decision-making table. By bringing RHAs to
the negotiating table, the province formalized a process for “tripartite”
management of the health-care system, which enabled government to
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build sufficient consensus in order to discuss issues, beyond physician
remuneration, related to primary care reform.

Role of External Factors
The Economy

The economic downturn of the mid-1980s set the stage for the change in
political leadership and the subsequent agenda of fiscal restraint precipi-
tating early health reform. Similarly, the rebound of the Alberta economy,
in the mid-1990s, led to a significant reinvestment of resources in health
care. This economic shift likely changed the nature of the reforms that
occurred in the late 1990s. For example, the government rationale for
an increased private role in the health sector was harder to justify once
significant resources became available to support the publicly funded
health-care system. Other reforms that required additional financial
resources also became feasible.

Technology

In the privatization case, changes in medical technology made possible
more medical procedures outside of the traditional hospital setting
(Alberta Health 1991b, 1). The result of this was the unregulated growth
of private health clinics in Alberta during the 1980s (Armstrong 2000).
In short, an increasing number of physicians began to practice outside of
publicly funded hospitals. The economic crisis in the late 1980s and early
1990s and the downsizing of the public health sector created a market
opportunity for private, for-profit clinics. The return of resources to the
public market in the mid-1990s may have curtailed the extent of the pri-
vate market opportunity; however, population size and lack of sufficient
population density (i.e., economies of scale) may also have limited the
extent of the market opportunity (Church and Barker 1998).

Technology played a role in the wait-times case because of the increased
capacity to perform procedures outside of traditional acute care medical
settings. Technology also enhanced the capacity to centralize and digitize
information, particularly in the 1990s with the arrival and mainstreaming
of the Internet.

WY DD RerorMm TAKE PLacE IN SOME CAsEs BUT NOT
IN OTHERS?

The degree to which proposed reforms touched on one or more of the ori-
ginal core bargains, either independent physician contractors or publicly
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funded, locally controlled hospital services, determined the extent of
reforms. Proximity to core bargains also affected which policy ideas were
acceptable. Thus, in the APP and wait-times cases, government proceeded
with the cooperation of organized medicine, because the chosen policy
options either originated from doctors or were crafted to be acceptable
to them. In both of these policy areas, proposed changes were voluntary.

In the APP case, the Alberta Medical Association largely determined
the policy agenda and the policy response. Given the centrality of re-
imbursement to the core bargain with doctors, physician interest in
providing leadership on the development of APPs as a policy option is
not surprising. In the wait-times case, the government had to balance the
need to access local information controlled by individual physicians with
the need to better coordinate service delivery at a regional and provincial
level. In the population-based funding and drug cases, the core bargain
with organized medicine was unaffected and government was able to
implement policy change without significant opposition.

In the regionalization case, organized medicine was largely unaffected;
in fact, government sought to make the changes without directly involving
physicians. The devolution of the physician budget to health regions was
not seriously contemplated because it lacked acceptability as a policy idea.

In the privatization case, the provincial government touched directly
on the core bargain related to public funding and community control of
hospitals, which angered community advocates, unions, and the federal
Liberal government. The Liberal government characterized itself as the
defender of the Canada Health Act, the institutional representation of the
original core bargains.

A second important determinant of the extent of reform was the per-
ceived fiscal crisis. Premier Klein's fiscal reform agenda and competency
as a political communicator facilitated rapid expenditure reductions with
little public opposition. Arguably, regionalization and population-based
funding were initiated during the first Klein government mandate because
a general fiscal crisis overshadowed other policy considerations. In fact,
the overall agenda of deficit elimination allowed government to success-
fully violate the second core bargain, relating to local community control
of hospitals, by framing the decision as necessary to addressing the larger
fiscal crisis. Once the price of oil had rebounded and the perceived crisis
had passed, political will and public support to further significant policy
changes in health care evaporated. By the time the privatization issue had
fully matured, the rationale for increased private involvement was not
supported by the fiscal environment. Beyond the first political mandate,
there was no clear general policy direction; managing the embarrassment
of wealth became the main preoccupation of government.

A third determinant of reform was the ideological lens through which
government viewed policy. Although tempered by the amount of revenue
generated through oil and gas, Alberta historically favoured a residual
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approach to social services, with a preference for private market solu-
tions wherever possible. This preference was evident in the government’s
reluctance to regulate the private health-care market and its desire to
allow choice for both providers and citizens in the alternative payment
plan (APP) and wait-times cases. It also affected the rhetoric around the
regionalization case and the number of regions originally created (local
choice). This neoliberal ideological viewpoint dovetailed with emerging
New Public Management (NPM) thinking from administrative and man-
agerial sciences. The limited expansion of drug benefits reflected a belief
that services should be targeted at those who are unable to compete in
the private market and who are also deserving of societal support.

A fourth determinant, implicit in the first three, is political leadership.
Undoubtedly, Klein's personal beliefs and political style were key to build-
ing and sustaining consensus, particularly during the preliminary years
of fiscal reform when difficult decisions had to be made. Other politicians,
such as Jim Dinning, were also important during this time period.

CONCLUSION

Health reform in Alberta has been shaped by a variety of exogenous and
endogenous policy inputs. Declining government revenues resulting from
a large unexpected drop in the price of oil and gas precipitated a fiscal
crisis for government. Technological advancements during the 1980s
made possible the delivery of an increasing range of health-care services
outside traditional institutional settings. Moreover, the development of
the Internet during the 1990s permitted centralization and digitization
of the health-care system.

The inability of Getty’s political leadership to address the fiscal crisis
when it first broke in the mid-1980s, due to resistance from major policy
actors (i.e., nurses, teachers, hospitals, doctors, municipalities, and public
sector unions), instigated a successor government, under the leadership
of Klein, that could work around existing elites and create new structures
and processes (Laframboise 1986). A more nuanced interpretation of this
idea is that when faced with significant resistance from powerful policy
actors, government must alter existing institutional arrangements to facili-
tate the development of new patterns of interaction among these actors.

A change in political leadership also led to a change in ideation, and
ultimately, to the style of government. To forge a new political consensus
around deficit and debt elimination, the Klein government re-emphasized
a major part of Alberta’s political culture, the idea of the state as “resid-
ual,” and married it with the emerging ideas of New Public Management.
Although the same exogenous policy inputs were present during the
late 1980s and early 1990s, it was only with the new aggressive political
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leadership and policy style of the Klein government that the existing
institutional bias was overcome (Pierson 2000).

The messages emerging through the processes of policy development
in Alberta indicated the cabinet’s intentions to alter three sets of relation-
ships underpinning the existing health-care system: the relationship of
the provincial health ministry to other policy actors; the exchange rela-
tionship between individual members of the Legislative Assembly and
local health-care constituencies; and the unmediated collective bargaining
relationship between physicians and the province.

The government reinforced the new political consensus through insti-
tutional changes. Legislation, passed to mandate debt elimination and
enhance accountability (i.e., business planning), facilitated a significant
reduction in public expenditures. Legislative and expenditure changes
rationalized the introduction of health regions, which were previously
politically unfeasible. Creating a consensus was important because the
introduction of health regions challenged the original bargain between
local communities and the government over control of hospital ser-
vices. The resistance of local municipalities and communities, especially
Progressive Conservative constituencies, had formerly been a significant
barrier to health reform. In essence, the traditional relationship between
hospital administrators, hospital boards, and MLAs was replaced by a
more centralized relationship between regional health boards, regional
administrators, and government officials. These interactions were more
removed from local communities than in the previous set of relationships.

Regionalization was a pivotal institutional change because it created
a new institutional lens through which existing and emerging problems
could be viewed. Policy ideas such as contracting out for delivery of sur-
gical services, creating a centralized (although voluntary) wait-list registry,
introducing a population-based funding formula, and introducing APPs
became politically feasible because of the cascading impact of policy in-
puts and outputs on policy outcomes. By choosing to focus, initially, on
larger institutional changes, the government created a new set of incen-
tives to which major interests responded. Thus, regional health managers
and appointed decision makers became responsive to a broader range of
considerations about the health of local populations, as opposed to merely
service catchment areas or the organizational survival of individual fa-
cilities. Over time, physicians became more supportive of a collaborative
approach to practice and to different methods of remuneration.

The nature and extent of institutional change and interest response
was tempered by institutional bias and political will. In formulating its
overall response to health reform, Alberta was cognizant of the constraints
of policy legacies. The presence of the Canada Health Act compelled the
Alberta cabinet to address the issue of privatization far more aggressively
than intended. The combination of local interest and federal government
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activism was essential to reinforcing the existing policy legacy. Previously,
the legacy existed but had not forced Alberta to act due to a non-activist
federal government.

Policy legacies relating to the original bargain between physicians and
the state tempered the government’s response in both the wait-times
registry and APP cases. The government established buy-in from organ-
ized medicine to alter some aspects of the core bargain, namely, method
of payment and sharing of patient information.

Viewed through a structural frame, health reforms in Alberta brought
the values of corporate rationalists (challenging interests), concerned
with improved system management (NPM), in conflict with the values
of organized medicine (dominant interests), concerned with professional
autonomy and control (Alford 1975). Regionalization was a favoured re-
sponse of corporate rationalists because it aimed to address many of the
shortcomings of the existing system (Weller 1977, 444-60). The introduc-
tion of regional health authorities, business planning, and institutions for
the trilateral management of the health system suggests that the challenge
was at least partially successful.

The concentration of administrative and decision-making authority at
the regional level introduced a new source of power into the provincial
health policy arena. Where government and organized medicine had
previously negotiated the nature of the health-care system, health regions
evolved into a third substantive partner—a potential counterbalance to
the other two parties—at the provincial decision-making table. As a result,
the Alberta Medical Association positioned itself to protect its members’
interests by agreeing to partner with the government and the regions in
order to “manage” the health system. In exchange, the interests of organ-
ized medicine were accommodated by reaffirming the AMA as the sole
representative for all physicians. Essentially, health reforms impacted
physicians by creating incremental change and, in turn, by reinforcing
feedback.

Overall, the Alberta government was successful at redirecting resources
to create new incentives at the individual provider and organizational
levels. In the process, opportunities emerged for new partnerships and
patterns of interaction between the major interests in health care, for
example, between RHAs and organized medicine. By their nature, these
partnerships are slowly altering medical practice and health-care service
delivery.

PostscrirT

In the wake of this study, a number of significant changes have occurred.
These changes have largely replaced the major reforms that occurred
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during the 1990s and early 2000s. The first change was the replacement
of Ralph Klein by Ed Stelmach as premier in early 2006. Whereas Klein
was populist, media savvy, outspoken, and combative, Stelmach’s leader-
ship style was more laissez-faire and bland; however, in the same way
that Klein sought to distinguish himself from the previous premier by
significantly deviating from prior health policies, Stelmach also sought to
distinguish himself from Klein by embarking on his own policy priorities.

During the latter part of his premiership, Klein relied more heavily on
the advice of Jack Davis, CEO of the Calgary Health Region (1999-2008),
who had also been deputy minister of health (1996-1997) and senior dep-
uty for the government (1997-1999). That Davis continued to make his
authoritative voice on health policy heard, in public forums, after Klein’s
departure became an increasing irritant (as did other local voices) to the
Stelmach administration. What made this even more aggravating for
Stelmach was that the increasing expenditures in health care, resulting
from the cacophony of local voices, failed to yield more efficient and effect-
ive service delivery. Because the Klein government had sought to weaken
the local health-care power base by eliminating hospital and public health
boards, the re-emergence of local voices had already become a burning
political issue prior to the change in provincial political leadership.

After Stelmach was elected as premier in early 2008, the government
moved swiftly to dissolve the existing regional health authorities. The
nine regional health authority boards were replaced by a single prov-
incial health authority—Alberta Health Services—with a government-
appointed board responsible for the delivery of health services across the
whole province. In effect, the nine remaining local authoritative voices,
with 127 provincially appointed regional board members who might have
opposed government actions, were eliminated. They were replaced by 15
provincially appointed decision makers, a far cry from the approximately
3,000 local decision makers involved under the old local hospital and pub-
lic health boards. In addition, the government centralized other services,
such as emergency response (i.e., ambulance), that had traditionally been
under the control of local municipalities and were, in fact, a matter of local
option. Several previous efforts to integrate the delivery of these services
had failed. In essence, the government created the equivalent of a health
maintenance organization, albeit with a separation between purchaser
and provider (Ruttan 2009)."* After pilot testing home care in 2010, Alberta
continues to move toward activity-based (i.e., fee-for-service) funding
for hospitals and emergency services as a way to create more efficiency
through financial incentives (a market-like discipline). Interestingly, this
is where Alberta was headed prior to the introduction of health regions
and population-based funding (Derworiz 2010).

The privatization aspirations of the Klein government appear to have
faltered. A recent competition to award contracts for eye and joint surgery
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for the province left several of the previous contractors out in the cold.
At least one contractor, HRC, which had been the source of controversy
around the contracting out of acute care services to private providers
during the late 1990s, declared bankruptcy after being taken over by
another private corporation. The government stepped in to financially
support the beleaguered company (Howell 2010). While discussions
about various options for increased private involvement in health care
occasionally occur, there does not appear to be the same overt push for
increased privatization as there was during the Klein era. A more subtle
approach, such as unbundling services in long-term and continuing care,
appears to be the current direction. The idea that private market solu-
tions are the best way to go in Alberta’s health-care system has taken a
significant body blow.

Most other reforms discussed in this chapter have evolved without
changing as much as regionalization or the population-based funding
model. While alternative payment plans have continued to develop
incrementally, the government appears to have shifted its emphasis to
other aspects of its relationship with physicians. Primary care networks
are designed to coordinate physicians together with each other and with
regional services, such as public health, to ensure continuity of care and
access. Changing the method of payment is not a requirement of these
networks. At least one insider reports that the government’s interest in
APPs has waned because of their failure to produce cost savings. From
the physician point of view, the increasingly cumbersome bureaucracy
associated with establishing and maintaining APPs has made them less
attractive. In essence, as government has moved to standardize the pro-
cesses and increase accountability with respect to APPs, physicians have
backed away from the idea.

The Internet-based, voluntary wait-times registry was shut down after
the establishment of Alberta Health Services. Having said this, aspects of
a wait-times registry have reappeared on the Alberta Health and Wellness
website that links to Alberta Health Services. This relates to a continuing
emphasis on public accountability and performance management. The
current configuration of data shows wait times for major joint replacement
surgery (knee and hip), coronary artery bypass, and emergency room
treatment (complicated and uncomplicated) for individual hospital sites.
Alberta Health Services has also set performance targets in all of these
areas. Overall, while the specific nature of health reforms in Alberta has
evolved, corporate rationalist managerial tools for performance manage-
ment have persisted and been refined. The trend toward standardization
of delivery and centralization of decision-making has also increased. The
days of local control of health-care decision-making appear to be a thing
of the past in Alberta.
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NOTES

AL

10.
11.
12.

13.

A string of failed attempts to support economic diversification through
low-interest business loans made a significant contribution to the growing
provincial debt.

Having said this, social services expenditures increased by 53 percent and
health by 34 percent between 1981 and 1989. Other departments such as
environment, transportation, and utilities experienced major cuts during the
same time period—92 percent and 77 percent, respectively.

Don Getty succeeded Peter Lougheed as leader of the Progressive
Conservative Party of Alberta and was premier from 1985 to 1992.

Tupper (2001) notes that during the Mulroney era in federal politics, Alberta
and the federal government worked collaboratively on a variety of issues
including free trade. Alberta was politically well represented in the federal
Cabinet.

For a full discussion of this case, see Church and Smith (2008).

For a full discussion of this case, see Smith and Church (2008).

Since the early 1990s, the Alberta government and the AMA have negotiated
a fixed amount of money for physician services.

For a full discussion of this case, see Church and Smith (2006).

A grace period to allow the provinces to come into compliance with the
legislation had expired in 1987, but compliance had never been pursued by
a federal Progressive Conservative government.

For a full discussion of this case, see Church and Smith (2009).

Dinning also served as a link to the more moderate urban wing of the party.
It was well known in government circles that Klein relied heavily on Rod
Love for advice on these matters.

The structures and processes for decision-making around the allocation of
research investments in health and other policy areas have also been central-
ized with a major focus on demonstrable impact (measurable performance
outcomes).






CHAPTER 4

SASKATCHEWAN’S HEALTH-CARE
PoLicy REFORM IN THE RomMANOW ERA:
FroMm RESTRAINT TO RESTRUCTURING

Tom McINTOsH AND MICHAEL DucCIE

INTRODUCTION

This chapter examines the nature and extent of health reform decision-
making in the province of Saskatchewan during the premiership of Roy
Romanow, who led the province from 1991 until his resignation a decade
later. The early 1990s saw the beginning of the greatest period of health-
care reform since the adoption of publicly funded medical insurance
by Saskatchewan in 1962. Like the other four provinces covered in this
volume, however, Saskatchewan also chose to impose stringent restraints
on public spending in response to growing levels of debt. As is discussed
more fully below, the budget restraints had a significant impact on the
province’s health reform plans. The reforms began in 1991 with the
election of Roy Romanow’s left-of-centre New Democratic Party (NDP)
government and were, for the most part, introduced within the first three
years of his administration; however, developments continued throughout
his time in office, as aspects of the reform program were refined and the
social and economic situation within province improved.

Six specific health policy reform decisions are examined in this study.
These decisions begin with Romanow’s first provincial budget and carry
on throughout his tenure and into that of his successor, Lorne Calvert.
The first decision, to cut access to the once generous provincial drug plan,
came about because of specific economic circumstances in the province.
The next three decisions—the creation of a regionalized governance struc-
ture, the attempt to move to population needs-based funding for health
services, and the attempt to move physicians away from fee-for-service
payments—were part of an explicitly articulated vision of health reform
that eventually became known as the “wellness agenda.” The passage of
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the 1996 Health Facilities Licensing Act, which limits the ability of entre-
preneurs to open private for-profit health facilities, was a response to
events outside the province. It also allowed the government to shore up
its standing as a “defender of medicare” in the aftermath of controversial
decisions to close or convert over 50 small rural hospitals. The final de-
cision examined here, the creation of a centralized, mandatory wait-list
registry, emerged as the result of growing public concern over wait times
within the system and the failure of the government’s initial attempts to
spend its way out of the problem. None of these decisions fundamentally
altered the basic structures of publicly provided health insurance, but
that was not the intention. If anything, these decisions were an attempt
to extend and reconfigure medicare in the directions first proposed by
Tommy Douglas in the 1940s and by Emmett Hall in the 1960s.

The Saskatchewan reform process displays the importance of the inter-
play of ideas between elected officials and the civil service. At the same
time, the difficult economic conditions in the province, the inability of the
political opposition to mount an effective counterattack to the proposed
reforms, and the complicated relationship between the government and
key health-care stakeholders were important determining factors for
the changes that took place from 1991 to 2003. It is comforting, however
overly simplistic, to consider the Romanow government’s health reform
agenda as a triumph of “ideas” that were generated by independent,
forward-looking research and implemented by strong “institutions,”
that is, a professional civil service working closely with a strong political
executive, that either sidelined or co-opted opposing “interests” (the
health professions, unions, legislative opposition, etc.).

The spending restraints of the early to mid-1990s certainly helped
facilitate the health-care decisions examined below and, to some extent,
emboldened the government to act despite opposition from important
health-care interests. Rather than add money to the system to propose
new incentives for change, the government was, in effect, forced to shift
spending within the system in a way that drove cuts to the public drug
insurance program. Those interviewed for this study defended these
decisions but not in a prideful way. On the more positive side, the closure
and conversion of small rural hospitals facilitated the process of region-
alization and the decisions that stemmed directly from it. The closures
and conversions were key to attempts to reorganize the governance of
the system and shift the system’s focus away from doctor and hospital
services. As is explored more fully below, the fiscal challenges faced by
the Romanow government proved, in some ways, to be a necessary but
insufficient condition for the reforms and also undercut public support
for the reform agenda.

The changes to health care in Saskatchewan during the Romanow
years were significant and, for the most part, lasting. But they did not
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fundamentally alter the key elements of medicare, as it was created in the
late 1960s and early 1970s. This chapter demonstrates how Saskatchewan
has gone further than the other four provinces analyzed in this volume,
and arguably, further than most other Canadian provinces, in achieving
its health reform goals. However, economics, politics, and the self-pres-
ervation instincts of key actors in the system necessitated compromises
that slowed, diverted, and blunted some of the more ambitious elements
of the agenda.

THE PoriticaL AND PoLicY-MAKING CONTEXT IN SASKATCHEWAN

The early years of the Romanow government were marked by fiscal
restraint and the contraction of publicly provided health and social ser-
vices, as the province teetered near bankruptcy brought about by years
of overspending by Grant Devine and his Conservative administration.
As the province began to achieve a greater level of fiscal security, the
Romanow government fundamentally reformed the governance and
financing of the provincial health-care system according to a “wellness
agenda.” The NDP’s election platform had promised to shift health care
away from its preoccupation with doctor and hospital services and toward
preventative and population health services. This was to be accomplished
by integrating the range of health-care services, with a greater focus on
primary care to be delivered by interdisciplinary teams of health-care
providers, and a governance structure aimed at articulating the health
needs of local populations.

Successful implementation of the reforms planned by the Romanow
government was consistently undercut by the political fallout of the re-
straint measures. The reduced access to the provincial prescription drug
plan, discussed in detail below, and the closure and conversion of 50
small rural hospitals as part of the province’s rationalization of acute care
delivery, gave rise to a public perception that the “wellness agenda” was,
in fact, merely a code for neoliberal fiscal restraint and the undermining
of Tommy Douglas’s vision of accessible and publicly funded care. It was
a politically difficult position for a social democratic government in a
province that valued, and continues to value, a national medicare system.

The Romanow government had the advantage of facing a weak and
divided opposition in the provincial legislature throughout much of
its tenure, especially during its first term in office. The Progressive
Conservative Party won only 10 of the province’s 66 seats in 1991, and the
Liberals won only one seat. Revelations of improprieties while in office led
to a further decline in Tory fortunes in 1995 when the party won only five
seats, whereas the Liberals captured 11. The NDP was left with a reduced
but still overwhelming majority in a smaller 58 seat legislature. In 1997,
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four Tory and four Liberal members of the Legislative Assembly (MLAs)
jumped their respective ships and formed the Saskatchewan Party under
the leadership of former Progressive Conservative, Elwin Hermanson.

The attempt to create a single, unified opposition was undercut by
the refusal of both opposition parties to formally disband. In 1997, the
Progressive Conservative Party did decide to withdraw from provincial
politics for 10 years but not to terminate itself permanently. In 1999, the
Liberals managed to elect only four members (later reduced to three in a
by-election loss to the Saskatchewan Party), the Saskatchewan Party 25
members, and the NDP 29 members. With half the seats in the Legislative
Assembly, the Romanow NDP government negotiated a coalition agree-
ment with the Liberals that saw two of the Liberals appointed to cabinet
and the third to the Speaker’s chair. The coalition agreement split the
Liberals internally. Leader Jim Melanchuk was defeated in a leadership
convention and refused, along with Speaker Ron Osika, to leave the
coalition government. He identified as an Independent until eventually
joining the NDP. The Liberals failed to win a seat in either the 2003 or
2007 elections.

From 1991 until 1999, Romanow, much like the federal Liberal leader
Jean Chrétien, had a comfortable majority in the legislature, which was
coupled with a weak, divided opposition that was unable to mount ef-
fective campaigns against the NPD-proposed changes. Even after winning
a minority government in 1999, Romanow’s successful negotiation of the
NDP-Liberal coalition agreement allowed the government to operate as a
de facto majority government, especially after the expulsion of the Liberal
MLAs from their own party.

The government’s relations with key stakeholders in the health-care
system are also important for understanding how and why specific de-
cisions were made. Because of the scope of the reforms, the precarious
economic situation, and the challenges of recruiting and retaining health-
care workers, Saskatchewan government-stakeholder relations in the
health sector were a complicated balancing act of interest promotion, turf
protection, and a recognition that open warfare between parties would be
ultimately damaging to all those concerned. Whatever desire there might
have been, for example, for the government to “take on” doctors in a fight
to reorganize their role in the system, the government was cognizant that
policy shifts that might cause doctors to leave the province were best
avoided. In turn, the Saskatchewan Medical Association (SMA) could
not be openly hostile toward government out of fear of both undermin-
ing public confidence in the system and alienating its own membership.
As for the Saskatchewan Union of Nurses, which represents registered
nurses across the province, it had traditionally staked out positions much
in line with the goals of the Romanow reforms and, like other labour
organizations, had been an official supporter of the provincial NDP.
At the same time, the series of health worker strikes in the mid-to-late
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1990s, mostly over wages and staffing levels driven by fiscal restraint,
significantly damaged the government'’s relationships with health-care
unions throughout the latter half of Romanow’s time in office and during
the Calvert administration.

As important as these factors are, there is also a prevailing culture within
stakeholder organizations that further mitigates open conflict with the
government. The legacy of Saskatchewan as the “birthplace of medicare”
looms large in the province. It is a point of pride for its residents. The
Saskatchewan Medical Association, in the aftermath of the 1960 doctors’
strike, took on the mantle of one of medicare’s chief architects and has
been a consistent defender of its principles and its preservation inside the
province and within the medical community nationally. Similarly, most
of the major players within the system see themselves, to some degree,
as participating in the project initiated by Tommy Douglas and the Co-
operative Commonwealth Federation (CCF) in the 1940s. Though this
does not eliminate the traditional sources of tension between the govern-
ment and stakeholders, or among stakeholders themselves, it does serve
to deflect these sources of tension toward negotiation, consultation, and
compromise rather than the more adversarial relationships one sometimes
sees in other Canadian jurisdictions.

THE Six CASE STUDIES

As indicated in chapter 1, the intent of this study was not to examine
the Romanow government’s approach to health reform in and of itself.
Rather, as part of a larger multi-province study involving researchers
from across the country, the goal was to examine a series of decisions
in specific health-care sectors and subsectors in order to understand the
forces that drove particular issues onto the health reform agenda and the
factors that shaped their outcome. The larger study was also motivated
by a desire to understand whether and why different provinces chose
different solutions to similar health problems and whether there was
any evidence that provinces learned much from the reform experiences
of other provinces.

That the health reform decisions considered here track the period of
Romanow’s time in office is coincidental but also provides an import-
ant narrative thread to the analysis of how those reforms happened in
Saskatchewan. The reforms move chronologically from those motivated
by the fiscal imperatives of a near-bankrupt province to the articulation
of a new vision of publicly funded health care. This vision was rooted in
an appreciation of the limited ability of a physician- and hospital-centred
model to create healthy populations. Interestingly, the attempt of the
Romanow government to embark on its “wellness agenda” in the mid-
1990s owed as much to the original vision of medicare proposed by people
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like Tommy Douglas and Justice Emmett Hall as it did to contemporary
understandings of the determinants of population health (Labonte et al.
2005; McIntosh, Jeffery, and Muhajarinel 2010).

The study examines reform decisions in respect of six issues in
Saskatchewan from 1990 to 2003: prescription drug policy, the regional-
ization of the health system’s governance structures, the move to needs-
based funding mechanisms within the provincial system, the creation of
alternative payment plans for primary care physicians, for-profit delivery
of health services, and wait-list management. On each of these issues, we
examine specific decisions:

* Why did Saskatchewan restrict access to the province’s prescription
drug plan in 1992 and 19937

e Why did Saskatchewan choose to regionalize the governance of the
provincial health system by creating 32 health districts?

e Why did Saskatchewan implement a needs-based funding formula
for health districts as part of its process of regionalization?

e Why did Saskatchewan choose to negotiate modified fee-for-service
remuneration plans for primary care physicians rather than more
comprehensive capitation or salary arrangements?

e Why did Saskatchewan choose to create a legislative framework that
would make private, for-profit facilities legal but unlikely to succeed?

e Why did Saskatchewan create a mandatory wait-list management
system to prioritize access to surgical services in 2002?

This study is based on a series of interviews with key informants con-
ducted over the course of approximately a year, between 2003 and 2004.
A total of 27 individuals were interviewed: past and present public ser-
vants, politicians directly involved in the decisions, and representatives
of health-care stakeholder organizations (unions, regulatory bodies, pro-
fessional associations, and others). The interview subjects were chosen
through a snowball sampling method. The initial group of candidates
suggested further candidates to be interviewed. A number of subjects
were interviewed about more than one of the six policy decisions under
investigation, which resulted in 37 separate interviews. At least five
and as many as eight individuals were interviewed for each case. Only
two individuals refused to be interviewed (for unstated reasons). In all
instances, the interviews were recorded, transcribed, and coded using
NVivo software, using a coding framework developed by the research
team.

In addition, as described in chapter 2, for each policy decision we
conducted a detailed documentary analysis and developed a timeline of
key events related to the policy decision.! For documentary analysis we
searched both PubMed and the Social Sciences and Humanities Research
Index databases for material relevant to the issues under study (though
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there was little on the actual decisions made in Saskatchewan) as well
as government, stakeholder, and research organizations’” websites. This
was supplemented by searches of legislative debates in Hansard and the
archives of the Regina Leader-Post and the Saskatoon Star-Phoenix news-
papers. The resulting data (including the interviews) were analyzed using
the Kingdon and 3I frameworks (see Table 2.2 in chapter 2).

The decisions on regionalization, needs-based funding, and alterna-
tive physician payment schemes were, in fact, the heart of the Romanow
government’s wellness agenda. The latter two issues were, to a great
extent, subsets of the first: the decision to regionalize the governance
of the health-care system. These were the structural reforms that led to
greater coordination of health services across geographic areas, greater
integration of services across the continuum of care, and a shift from
institutional and physician-focused care toward an emphasis on inter-
disciplinary, primary health-care teams. The other three decisions were,
in some respects, more isolated ones. The cuts to the provincial drug plan
came very early in Romanow’s first mandate at a time when the province
was in a serious fiscal crisis. The legal framework for private for-profit
facilities came in response to a series of pressures to fill a policy gap in
the regulatory framework governing the provincial health system. The
creation of the Saskatchewan Surgical Care Network was a response to
the growth of wait times for some services. These six reforms, combined,
illustrate the nature of health-care reform during the Romanow and
Calvert administrations in Saskatchewan.

Limiting Access to Prescription Drugs

Saskatchewan'’s drug plan, immediately upon its inception in 1974, was
one of the most generous plans in the country in terms of universal cover-
age. The Prescription Drug Act of 1974 laid the foundation for the program,
which included a fixed copayment system: all patients were charged a
dispensing fee of $3.95 per prescription. Over time, the plan grew to
what was seen as unsustainable cost levels, and in 1987, changes were
made in an attempt to offset increasing costs. Between 1987 and 1993, a
number of incremental changes were made with the same goal. In 1992
and 1993, the government drastically increased both the deductible and
copayments under the plan. The exact numbers are outlined in Table 4.1.

Most of the participants in this study, who had fairly diverse back-
grounds, indicated fiscal imperatives as the main factor for such funda-
mental change in the drug plan. One participant explained that “every
year, of course, the drug plan escalated at a rate beyond what they thought
itshould, as a percentage, and then all of a sudden, they just started toying
with ... deductibles to the point now ... there basically is no deductible.”
Another participant acknowledged that drug plan costs would escalate
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TABLE 4.1
Changes to the Saskatchewan Provincial Drug Plan, 1987-1993

Year Deductible (S) Copayment (%)
Regular Senior Single Regular Senior Single
Family Family Senior Family Family Senior
1987 125 (annual) 75 (annual) 50 (annual) 20 20 20
1991 125 (annual) 75 (annual) 50 (annual) 25 25 25
1992 190 (semi- 75 (semi- 50 (semi- 35t0$375 35t0$375 35t0$375
annual) annual) annual) maximum,  maximum,  maximum,
then 10 then 10 then 10
1993* 850 (semi- 850 (semi- 850 (semi- 35 35 35
annual annual) annual)

Note: ¥In 1993, the drug plan changed so that anyone who did not qualify for special assistance was
required to pay the above deductible and copayment.

Source: Saskatchewan Health (2010, 9).

if government did not take action or employ some sort of “cost contain-
ment or cost management.”

A dilemma for the government was how to create significant savings
through cuts to the drug plan, while making sure that the poor and medic-
ally indigent were still covered through the provincial plan. As one senior
government official described it, “First of all, we needed to realize savings
for deficit reduction. Secondly, if we were going to do that, we had to
protect low-income families and we had to protect people who suffered
catastrophic situations.” In addition, many respondents noted that most
unionized workers and white-collar public sector workers were already
covered under private insurance plans as part of their collective agree-
ments. This mitigated the potential political fallout from key elements of
the government’s electoral base.

The process of reforming the drug plan began with budget analysts and
was driven by the Treasury Board and Department of Finance rather than
the Department of Health, according to one government official. To the
extent that the changes were driven by central agencies inside govern-
ment, they were also done as part of a very traditional budget-making
process whereby few, if any, outside bodies were given an opportunity
to weigh in on the issue. In retrospect, however, none of the stakeholder
groups interviewed noted any particular objections to the changes that
were made. It appears that stakeholders recognized the fiscal limitations
of the government.
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Political actors involved in the decision regarded this action as one of
the low points of the NDP’s term in office. They expressed regret and
frustration that the financial situation in the province had effectively
forced their hand. Indeed, one person interviewed said that she had not
supported the decision at the time, though others noted that the decision
was taken with the full support of the cabinet. Given that the purpose
of these policy changes was to save money, it must be noted that there
was no consensus among our participants as to whether this goal was
achieved, especially over the medium to long term. A study by Marchildon
and O’Fee (2007, 118-19) found that initial savings brought about by the
transformation of the program from universal to catastrophic coverage
were short-lived and that drug expenditures began to rise again in the
mid-1990s. The choice of the drug plan for immediate funding cuts was
due, in part, to the manner in which prescription drugs were integrated
into the overall health-care system. It was one of the few areas that
were either self-funded or funded through a private insurance program
(Commission on the Future of Health Care 2002, 189-210). This allowed
the government some degree of freedom to make the cuts without unduly
impacting middle-class residents of the province.

The Road to Wellness: Regionalization

In light of what was to follow in the area of health reform, the decision
to cut access to prescription drugs was of relatively minor importance.
Between 1992 and 1994, the Romanow government embarked on an
ambitious package of reforms aimed, first, at restructuring the govern-
ance of the whole provincial health system and second, at reorienting the
organization, funding, coordination, and delivery of primary and acute
health-care services. Restructuring was undertaken with the intent of
integrating and rationalizing the delivery of health services in an effort
to place the delivery of primary health care, much of it outside traditional
health-care institutions, at the core of the system. Along with the changes
came a new driving philosophy for health care: health promotion and
disease prevention, or “wellness.”

The reorganization of the health system in Saskatchewan involved a
sequential two-step approach: restructuring the system into health dis-
tricts and shifting the focus to primary health care. The rationale for this
two-stage approach was relatively simple. Working on the assumption
that the existing governance structures were in fact a barrier to primary
health-care reform and the better integration of services, the government
believed that it needed first to “wipe the slate clean” by removing those
elements of the system that it felt would be resistant to change. Individual
boards of hospitals and other institutions could be expected to resist
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changes that had the potential to alter fundamentally their mandates, af-
fect their budgets, and threaten their existence. By replacing these boards
with district boards that had clear mandates to integrate and coordinate
services across a broader geographic region, the government believed it
would be able to move forward on implementing a more fundamental
reorientation of the system.

Interviewees consistently named three people who were key drivers in
the process and served as “champions” of the proposed changes: health
minister Louise Simard, deputy minister of health Duane Adams, and
assistant deputy minister of health Lorraine Hill. They were respon-
sible for “making sure timelines were met and agendas were met and
policy was being developed.” According to the interviewees, these three
worked in concert to drive the process of reform forward and win sup-
port from both political and bureaucratic leaders in the province. This
situation illustrates the symbiotic relationship between the elected and
bureaucratic levels of government that is often needed for the successful
implementation of major policy changes. For example, Adams had been
a long-time provincial public servant during the Blakeney government,
who decamped to Health Canada during the Devine administration. He
returned to the provincial civil service as deputy minister of health fol-
lowing the election of the Romanow government. Elected officials and
public servants shared a common vision as to the type of reforms required
for the health-care system.

But, as became apparent, the second part of the plan, the wide-scale
implementation of new primary health-care “wellness” models and the
heightened emphasis on prevention and health promotion, secured lim-
ited implementation. Few new primary health teams were established,
and investments in prevention and health promotion remained relatively
small. A series of decisions—some related to the restructuring of the
health system and some to the financial crisis in the province—created
a widespread public perception that the government’s commitment to
wellness was, in fact, code for government cutbacks and retrenchment of
services. This perception limited the extent of the second phase of reform.

In A Saskatchewan Vision for Health (Saskatchewan Health 1992), the
roles of the newly created health districts within the health system were
set out as follows:

conduct health needs assessments and develop district health plans;

integrate and coordinate health services within the district;

manage all health services within the district;

develop community health centres (e.g., health and social centres,

cooperative health centres, community clinics or wellness centres);

e ensure that all health services within the district meet specific prov-
incial guidelines and standards; and

* be governed by a single health board. (17)
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The health boards were to be two-thirds composed of locally elected
members with the others appointed. The belief was that the health boards
would reflect local control and responsibility which, in turn, would enable
services to be tailored to meet specific regional needs.

One of the reasons for the initial success of the reform initiatives may
have been the willingness of stakeholders to participate in the consulta-
tions that were promised by the government. There was real support
from health leaders, who recognized the need for change and supported
the general philosophical thrust of the government’s plan. The broad ob-
jectives of reform, namely, to reorient the system toward prevention and
primary health care, were consistent with a consensus of policy analysis
dating at least as far back as the Lalonde report (Lalonde 1974). Agreement
with the goals of the reform plan, however, did not always translate into
support for specific changes or initiatives that had the potential to re-
organize the distribution of power and authority throughout the system.

This was particularly true of the response of health professionals, for ex-
ample, doctors and nurses. One participant described physicians as stay-
ing outside the process, not expecting government to actually go through
with such large-scale reforms. Physician indifference may also have been
due to the fact that medical services budgets were not to be regionalized,
leaving intact the negotiations over the fee-for-service schedule between
the Saskatchewan Medical Association (SMA) and the provincial govern-
ment. It was not until after the reforms were introduced that physicians
weighed in on the changes and expressed their displeasure. Any initial
SMA support for reform evaporated once the type and extent of reform
was unveiled, especially the decision to close or convert 52 small rural
hospitals. Opposition also came from Saskatchewan Union of Nurses, who
believed that the strategy would result in a significant layoff of nurses.
The opposition to the reforms from these stakeholders, whose authority
within the system was bolstered by high levels of public trust and confi-
dence, put the government somewhat on the defensive. Reform became
increasingly identified as a means to disguise cutbacks and retrenchment
of the system. This view painted the health professions as the defenders
of medicare against a government obsessed with cost-savings.

The government defended the closure of a small number of hospitals
and the conversion of a much larger number to community “wellness
centres” on the basis that these facilities were unable to provide quality
acute and emergency care. These protestations failed to persuade the op-
position and, in the view of some respondents, may well have hindered
the government’s ability to implement some of the subsequent decisions
that were part and parcel of the reform agenda. Indeed, Adams admitted
that the closures and conversions were as much about efficiency and cost-
savings as they were about the quality of care; it was the black horse of
health-care reform, with regionalization being the white horse (Adams
2001c). In the public’s view, health reform and hospital closures had been
rolled into one entity.
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Politically, it seems the government failed to recognize the symbolic
importance of the hospital in a small rural community. Along with schools,
a post office, and a bank (all of which were also disappearing from small
towns), a hospital was a signifier of a community’s existence. The “H”
on the highway said to all who passed, “There’s a community here.”
Economically, hospitals provided jobs that helped maintain struggling
family farms in those communities. Losing the hospital, whatever quality
or extent of services it could provide, was akin to saying, “that commun-
ity no longer exists.” But as a number of respondents pointed out, it was
well recognized that residents would often forego their local hospital in
favour of a larger one nearby.

In and of itself, the concept of regionalization was never about cuts to
the health-care system; rather, it was a way to make the system more ef-
ficient and to improve the delivery of services through better integration
and coordination. The problem was that regionalization coincided with
the hospital closures and conversions in communities that were, in many
cases, already struggling to sustain their own existence. Opposition to
the changes from some quarters within the health professions effectively
linked the two outcomes and undercut public support. The creation of
health districts already meant the loss of separate institutional boards for
local hospitals and other institutions in favour of district boards to govern
larger geographic areas. When this was coupled with the actual closing
or conversion of small rural hospitals, the government opened itself up
to charges that regionalization was just a smokescreen for cost-saving at
the expense of rural residents of the province.

The Road to Wellness: Needs-Based Funding and Alternative
Payment Plans for Physicians

Akey component of restructuring the way health services were delivered
was how those services were to be funded. The government’s goal was to
replace the historical funding formula, based on the past use of services
within each institution, with one that allocated funding in accordance
with some measure of the health needs and health status of the population
served by the new health districts. This new formula was intimately tied
to the goals of both regionalization and the wellness initiative, in that it
aimed to link the allocation of funds to the population being served and
not to the institutions within the districts. If one of the goals of region-
alization was to focus attention on the population’s health needs within
each district, then it only made sense that the allocation of funds to the
district be accorded through some measure of that population’s health
needs and be driven by the services needed to meet those needs. The
institutions within those districts would be funded to provide services
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that met those needs and not simply on the basis of the level and type of
services provided in the past. As discussed more fully below, the creation
of the population needs-based funding (PNBF) formula in 1994 was
driven from inside the civil service, which saw it as a logical extension
of regionalization.

Prior to the changes, “individual health facilities were line item
funded.... Funding was based mainly on approved volumes of service,
derived largely from past levels of use” (McKillop, Pink, and Johnson 2001,
230). Using historical usage patterns to project expenses was a generally
accepted method of budgeting, but proved less effective as individual
institutions jockeyed for their budget allocation. Even in an era where
there was no growth in the overall health budget, individual institutions
would lobby for a greater budget, if only to keep up with inflation, at
the expense of other institutions that consequently would face budget
reductions. One senior public servant familiar with the development of
PNBF offered that with former methods of budgeting, there tended to be
institutions that were constant winners and losers.

The PNBF formula was implemented in two stages in Saskatchewan.
In 1994, it was applied to the funding of non-primary acute care and, a
year later, expanded to include both non-primary and primary acute care.
Primary acute care refers to the provision of primary care services in an
acute care setting, like a hospital emergency room. Primary acute care is
not the same as emergency care; it is the delivery of non-emergency care
in an emergency room environment. Of the five provinces considered
in this volume, Saskatchewan and Alberta were the two that went the
furthest in the move to implement PNBF as a key component of their
regionalization projects (McIntosh, Ducie, et al. 2010).

The creation of the PNBF formula in Saskatchewan was a technocratic
exercise driven by officials within the Department of Health and a small
group of outside experts brought in to design the actual allocation for-
mula. Since the changes involved complex technical measurements of
need (based on population demographics and health status within each
district) and did not affect either the fee-for-service schedule that deter-
mined the pay of individual doctors or the wages paid to nurses, the
changes attracted little media attention and, perhaps more importantly,
little public or stakeholder opposition. Indeed, the key opponents of such
a move would likely have been the governing boards of the institutions
themselves, but they had ceased to exist upon the creation of the districts.
As a number of those involved in the development of the formula noted
during interviews, the PNBF formula was, despite its technical complexity,
relatively easy to implement insofar as the process was entirely internal
to the civil service and the experts charged with its creation.

The model adopted in Saskatchewan was based on the work
of McMaster University health economist, Stephen Birch, and his
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collaborators (Birch and Chambers 1993; Eyles, Birch, et al. 1991). One
participant, a public servant responsible for much of the work leading
up to the funding change, stated:

We found [Birch and Chambers’] model and found that they were available
to us out of Ontario and got them and others to come and sit on the technical
advisory committee.... And we got another economist out of Alberta.... We
kind of went across ... who are some of the experts in funding allocation
and brought them together at the table with us.

It was these experts who provided the formula that government used
to determine funding for the new districts. Because a population-needs-
based formula is necessarily complex, the civil service deferred to a
technical advisory committee to create the actual formula.

Although some of the stakeholder organizations within the system
did express mild concerns about the application of the formula after its
implementation, mostly to do with how the reallocation of funds might
affect some jobs in some institutions, there was little noticeable oppos-
ition to the move. Instead, according to both government officials and
the stakeholder groups themselves, the stakeholder groups focused on
other aspects of the reform package that had a more direct impact on their
members, such as layoffs due to regionalization and hospital closures.
Although many of the primary care initiatives were never implemented,
the needs-based funding formula became, at least for a while, the principal
form for allocating health-care spending in Saskatchewan.

The success of the implementation of the PNBF formula in Saskatchewan
seems to rest on its technical complexity, which made it easier to exclude
political or non-expert opinions from the discussion, and the fact that it did
not directly impact the financial situation of either physicians or nurses.
Insofar as payments to physicians continued to be governed by the fee
schedule negotiated directly between the SMA and the government, and
nurses continued to bargain collectively over their remuneration, they
seem to have paid little attention to how the rest of the system’s funding
was being changed. However, subsequent modifications to the PNBF
have restored some of the more traditional forms of historical usage pat-
terns to the allocation formula (Marchildon and O’Fee 2007, 59; McIntosh,
Ducie, et al. 2010).

Distinct from the funding of health districts, but still a key component
of the wellness agenda articulated by Romanow, was the desire to shift a
larger number of physicians from traditional fee-for-service arrangements
to different capitation and salary payments. But, unlike the PNBF formula
decision, the government encountered significant resistance from the
Saskatchewan Medical Association. The SMA took the view that changing
the mode of payment would alter one of the more fundamental aspects
of the bargain that had been struck between the government and the
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organization representing the Saskatchewan physicians in 1962, the year
when public medical insurance was first implemented in Saskatchewan.
That bargain had been designed to ensure the independence of physician
decision-making. Despite considerable literature documenting the suc-
cesses of alternative payments in other parts of the world, support for
alternative payments on the part of government, and a willingness by
individual physicians to take a look at alternative forms of payment, there
was not significant movement away from the fee-for-service payment
system in the province during the Romanow and Calvert governments.

In 1992, the Saskatchewan government set up the Alternative Payments
Unit as a branch of Saskatchewan Health and began a number of pilot
projects in various communities across the province. The physicians in
the pilots, who were part of diverse primary health-care teams, were paid
using a capitated payment plan. This plan included a service delivery
component and focused on team performance expectations rather than
individual results. According to those interviewed from the department
and the Saskatchewan Medical Association, the pilots were not viewed
as having achieved either significant health improvements for patients
or satisfaction for physician participants. As such, the attractiveness of
alternative payment schemes among physicians remained low. The 2001
Commission on Medicare, chaired by Ken Fyke, re-emphasized the de-
sirability of interdisciplinary health-care teams.The government’s Action
Plan for Saskatchewan Health Care (Saskatchewan Health 2002) reflected its
response to the Fyke report’s recommendations.

Interestingly, Saskatchewan has had a relatively long experience with
the provision of medical services through alternative payment arrange-
ments. Following the introduction of medicare, there were numerous
experiments with community clinics in both rural and urban centres.
Ranging from single physician practices in small towns to larger multi-
professional teams in urban centres, these clinics have long been held up
as a model for a different way of providing integrated, coordinated care,
but there is no evidence to suggest that they have been widely influential
in the struggle over physician payment. Although alternative payment
plans for primary care physicians have been around since the 1990s, there
was no widespread shift toward them during the years covered here.
In fact, in 2003, fee-for-service still accounted for 98 percent of the pay-
ments made to primary care physicians by the Medical Services Branch
of Saskatchewan Health (Saskatchewan Health 2004, 7-8). The Primary
Care Network teams, set up under the Action Plan after 2002, remain the
predominant, voluntary, alternative payment program.

At this point, it should be noted that a discussion of alternative payment
invariably includes a discussion of primary health care. In the words of
one government official, “the issue of APPs [alternative payment plans]
came forward as a means of having physicians work more with other
providers without losing income and the desire to have physicians be
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within the overall responsibility structure of the RHAs [Regional Health
Authorities].” Alternative payments were a mechanism to get physicians
working with other health practitioners in a collaborative way. The
framework for this was the Primary Care Network teams, which placed
a physician with a diverse group of health-care professionals, including
nurses, nutritionists, physiotherapists, social workers, and psychologists.
The goal was to promote cooperative relationships among practitioners in
order to provide comprehensive health care, prevention, and maintenance
(Saskatchewan Health 2002, 11). This could only be done by getting phys-
icians away from fee-for-service and onto a more patient-centred system.

The desire to divert physicians away from fee-for-service was strongly
promoted from within the health bureaucracy. The Alternative Payments
Unit was responsible for setting up various pilot projects across the
province that consisted of primary care teams wherein physicians were
paid on a non-fee-for-service basis. Members of this particular unit were
enthusiastic about new models of remuneration as a means of bolstering
quality of care over quantity of care. But at the same time, there were also
those within the government who argued that a change in remunera-
tion mechanisms would be just “too much change all at once and ... not
enough work had been done with the physicians in terms of physician
buy-in.” In light of the number of dramatic, systemic changes that had
already been introduced, other members of the government and civil
service were insistent that any changes to fee-for-service would have to
be done on a voluntary basis. To do otherwise would invite conflict with
the Saskatchewan Medical Association.

The government’s decision to try to move doctors off fee-for-service
was strongly informed by the work of Morris Barer and Greg Stoddart
(1991, 1999), who argued for a population-focused physician funding
plan. In an attempt to encourage participation in alternative payment
mechanisms, the government brought in physicians from other jurisdic-
tions, including those from Ontario’s health service organizations, to speak
to Saskatchewan’s physicians about their experiences with alternative
methods of payment. Despite the evidence of the effectiveness of alterna-
tive payment plans, the physician culture of Saskatchewan remained
strongly in favour of fee-for-service methods of payment such that little
movement occurred.

There is some evidence, however, that physician pay schemes are being
reformed within the medical community. Younger physicians consistently
decry the lack of work/life balance they observe in their older colleagues
and express concern about the “business” side of running a medical
practice. The growing number of women in the profession poses new
challenges of working while raising a child. Younger doctors are more
likely to have spouses who also have important professional obligations
outside the home, which must be taken into account in the physician’s
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work life (Canadian Labour and Business Centre and the Canadian Policy
Research Networks 2005). Alternative payments fit with this change as
physicians would no longer feel obligated to push many patients through
to guarantee a certain level of income. As some participants suggested,
it may prove that a generational shift will provide a more appropriate
landscape for an alternative payment program.

Limiting Access to Private For-profit Care

The ambitious nature of the “wellness agenda” reforms put forward
by Romanow took a significant toll on the government and its political
support. Regionalization of the system, which the public associated with
hospital closures and conversions and fiscal restraint, came at a significant
price in terms of the province’s credibility as a defender of medicare.
Although defending medicare should not be equated with a defence of
the status quo, the creation of health districts and the attempts to push
the system away from hospital-based, physician-centric acute care clearly
created significant anxiety for the public and other community stakehold-
ers. That the anxiety may have been misplaced or misunderstood was
neither here nor there; it was real and it was damaging to the govern-
ment’s ability to move forward with the agenda. However, a decision in
1996, driven by politics and these particular circumstances, reasserted the
government’s position that it was defender of a universal, accessible, and
publicly administered health-care system.

In 1996 the government of Saskatchewan passed the Health Facilities
Licensing Act, which was designed to clarify the legal status of any pri-
vately operated facility that might be opened in the province. The legis-
lation did not make it illegal to operate private for-profit clinics in the
province but rather clarified a process for their accreditation and regula-
tion (McIntosh and Ducie 2009). In effect, the legislation allows clinics to
operate if they meet the regulatory standards set by the Saskatchewan
College of Physicians and Surgeons and rely entirely on private payment
for the services they provide. In other words, clinics cannot have a dual
revenue stream combining monies from the private and public systems.
As with individual physicians, a facility was required to choose either
public or private payment as its sole source of revenue. The legislation
prevents facilities from charging extra fees for “Cadillac services”—
services deemed superior to those offered in publicly funded facilities.
Furthermore, before a license is issued there must be a determination by
the Minister of Health that there is a demonstrated need for such a facility
in the proposed location. The legislation permits private, for-profit facili-
ties, but the stipulation that there must be complete reliance on private
revenue renders it highly unlikely that any such clinic would be able to



82 Tom Mclntosh and Michael Ducie

make a profit in a small market like Saskatchewan. As of 2010, no such
facility has been approved in the province.

Physician representatives interviewed for this study commented that
the power given to the Minister to make decisions about private facilities
was excessive. In the words of one interviewee, “It was absolute power....
It basically allowed the Minister to determine, based on a very broad set
of criteria, whether or not there would be [a private facility] and some of
it was smudgy enough like need, thatit allowed the Minister to essentially
say no to any and all requests for private clinics.” The Saskatchewan
Medical Association (SMA), although it was unhappy with the legislation,
chose not to make its displeasure public. At the same time, knowing that
at least some elements within the SMA would be opposed to the legisla-
tion, the government and the SMA “had several meetings and discussions,
and in the end, they [the government] made it clear they were going to
introduce the legislation, but [the SMA] did get some changes to it that
[it] could live with.”

The Health Facilities Licensing Act (HFLA) was the product of a relatively
short policy process. According to one informant, “compared to many
legislative agendas, this moved forward relatively quickly.” However,
while the actual policy did not undergo a lengthy policy-making process,
“the government had a sense that this was the road they would like to go
down ... much before the actual tabling of the Act.... At least for a year
or more, we [the SMA and government] were in discussions. There was
some length of time during which the government contemplated this
before they moved forward.” However, according to most respondents,
the time between the decision made and the actual tabling of the legisla-
tion was relatively short. Once tabled in the legislature, the HFLA was
passed without much determined opposition. Most participants close to
the process argued that the ideas behind the legislation came straight from
the level of cabinet, if not directly from the Premier’s Office (McIntosh
and Ducie 2009).

As such, it appears that the key rationale for the HFLA was philosoph-
ical. Private payment for publicly insured services was antithetical to
the government’s worldview and certainly ran counter to its traditional
defence of medicare. Moreover, the legislation filled a regulatory void that
even critics admitted needed to be filled. According to most respondents,
they just wished for a slightly less stringent regulatory framework. At
the same time, a number of those interviewed noted that developments
outside the province may have sped up the decision-making process.
Private cataract clinics were opening in Alberta at this time and there
were rumours of similar clinics being proposed in Saskatoon. The recent
adoption of the North American Free Trade Agreement (NAFTA) had also
sparked significant concern, especially by the political left, that free trade
would threaten Canada’s social safety net if it allowed private enterprise
to gain traction in the Canadian health-care sector. In this view, then, the
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HFLA served to close the door to such operations by making them legal
but unlikely to be profitable.

Within the context of the Romanow government’s overall health reform
agenda—thatis, regionalization, the wellness agenda, and the restructur-
ing of public facilities—the Health Facilities Licensing Act was consistent
with the government’s objectives of modernizing medicare. While crit-
ics would argue that the HFLA froze an outdated vision of health-care
delivery, one that needed to be amended to support private payment,
the legislation served to fill a regulatory gap that had been unanticipated
decades earlier.

One cannot forget that the HFLA came at a time when the government
had already made a number of controversial health policy decisions, in-
cluding cutting the drug plan and closing of rural hospitals in an effort
to save costs and restructure acute care in the province. The closure and
conversion of rural hospitals did significant political damage to the NDP’s
support in rural Saskatchewan and was seen by many as antithetical to
the Douglas vision of medicare that the NDP was expected to protect. For
those who viewed the changes wrought by regionalization (and its related
reforms) either as disconcerting or as a disguise for fiscal restraint, the
strict terms of the HFLA’s approach to private facilities in the province
reiterated the government’s overall commitment to the public oversight
of the delivery of health care.

Crisis of Confidence: Waiting for Care in Saskatchewan

The late 1990s brought a new issue to the fore that threatened to perma-
nently undermine the public’s confidence in the model of universal, needs-
based access to medical care. The issue of waiting times for elective surgery
and advanced diagnostic testing had incrementally moved from the
margins to the centre of the health-care debate in virtually every Canadian
jurisdiction. Ultimately, the Romanow and Calvert governments would
respond with the creation of a centralized, mandatory surgical registry,
which would employ standardized assessment tools to consolidate and
manage access to surgical and diagnostic services across the province.
But this did not happen without some false starts along the way.

Two reports released in 1998 were important in focusing public and
government attention on the issue of wait times: the Fraser Institute report,
and the Health Canada report Waiting Lists and Waiting Times for Health
Care in Canada: More Management, More Money? (McDonald et al. 1998).
The Fraser report singled out Saskatchewan for having the longest wait
times and wait lists in the country (Ramsay and Walker 1998). Despite
widespread criticism from policy-makers and academics about the think
tank’s methodology, several respondents indicated that the Fraser report
was particularly damaging to the Government of Saskatchewan. On the
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other hand, the Health Canada report, according to one interviewee, was
useful in that it “basically set the foundations of the work that followed,
which showed that wait lists were poorly managed.”

According to one government official, immediately following the
Health Canada report the Saskatchewan government made two crucial
moves in the evolution of waiting-list policy in the province. First, it
commissioned the Task Team on Surgical Waiting Lists to “describe a fair
and transparent system for scheduling elective surgical procedures” and
to “recommend the steps necessary to implement the waiting list system
across the province.” Second, Saskatchewan joined the Western Canada
Waiting List Project, which “designed tools for the purpose ... [of creating]
an objective measurement of urgency which can be compared between
patients with fairly similar conditions.”

The Task Team submitted its report on 17 March 1999. The government’s
initial answer to the recommendations was to announce on 26 March 1999
a $12 million wait-list initiative in the 1999/2000 health budget. Several
interviewees, including physicians, viewed the creation of this fund as an
attempt by the government to spend its way out of the wait-list problem.
The fund essentially transferred one-time monies to the health districts
in Regina and Saskatoon (and later, Prince Albert and Moose Jaw) with
the idea that such a cash flow would increase capacity and thus decrease
surgical waiting lists. However, both government officials and physician
representatives noted that the money poured into districts to buy more
surgical capacity was not necessarily being used for that purpose.

A subsequent provincewide study, Surgical Wait List Management: A
Strategy for Saskatchewan (Glynn, Taylor, and Hudson 2002), was released
in January 2002. Among the nine recommendations was the call for an
electronic surgical registry in Saskatchewan, the development of prior-
ity criteria tools, and the designation of a surgical services coordinator
to allow for communication between the district, the patient, and the
physician. These ideas were eventually moulded into the Saskatchewan
Surgical Care Network (SSCN), which was launched in 2003 and has
continued to evolve ever since.

The government created the SSCN in an attempt to achieve data con-
sistency across communities and institutions and transparency to the
public about how long people might be expected to wait for surgery in
their community. The SSCN was an advisory committee to Saskatchewan
Health responsible for providing advice on three points: first, planning
and managing surgical services in Saskatchewan; second, developing
standards and monitoring performance; and finally, communicating with
the public and health providers on issues pertaining to surgical access.
Consistency and transparency were expected to create a fairer allocation
of services and bolster the public’s confidence in the system.

Interview subjects noted that the Acute and Emergency Services Branch
of Saskatchewan Health, with the help of some physician champions
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outside the leadership of the SMA, convinced the government that the
SSCN was the most viable option to the wait-list problems facing the
province. In short, individuals within Saskatchewan Health, armed with
independent analysis by outside researchers and supported by physicians
willing to make the case to their colleagues, argued that the “wait-list
problem” stemmed from the way in which the system allowed lists to be
managed by individual doctors, hospitals, and health authorities, rather
than from a mere lack of resources.

Itis interesting to note that although some actors within the health sys-
tem were unenthusiastic about the Saskatchewan Surgical Care Network,
there was little in the way of organized opposition from stakeholders,
especially physicians. Despite the prospect that the SSCN would have
some impact on how physicians and surgeons practised medicine, the
Saskatchewan Medical Association, according to those interviewed,
remained officially neutral on the appropriateness, design, and imple-
mentation of the SSCN. At the same time, interview subjects noted the
key role played by a small number of physician champions who used
their positions of authority within major hospitals to push for acceptance
of the SSCN by the medical community. Since inception, a number of
validity studies have been conducted, which may have alleviated some of
the initial concerns. Support for its further refinement and development
appears unswerving. It is apparent that the SSCN has had some success
in reducing wait times, but it has since been superseded by other efforts
undertaken by the Saskatchewan Party government of Brad Wall (first
elected in 2007), which built on the foundation laid by the SSCN. Wait
times remain, though, a key issue for the public despite the incremental
progress made by the SSCN and its successor initiatives.

ConNcLusIONS: DECISION-MAKING PROCESSES AND THE EXTENT
OF REFORM

This chapter has examined six very different issues in the Saskatchewan
health-care system—from fiscal restraint to the restructuring of govern-
ance and from drug policy to the “bargain” with physicians. Although
our analysis does not yield any simple, overarching observations about
how or why particular decisions were made, we can draw some general
conclusions about how health care decision-making unfolded during the
Romanow era.

First, as has been noted throughout the study, there was a privileged
place for ideas, research, and policy analysis inside the provincial civil
service. This is evident from the ways in which the Romanow govern-
ment approached the development of the wellness agenda and made
subsequent decisions on regionalization, population needs-based
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funding of health districts, and moving physicians away from fee-for-
service payments.

Second, the important role of ideas was fostered by the close working
relationship between the civil service and the political executive in the
province. The interviewees repeatedly made clear that the close insti-
tutional relationship between key civil service actors and key political
actors allowed the government to respond to issues as they arose, by
implementing the Health Facilities Licensing Act, for instance. This working
relationship also enabled the government to push forward complicated
responses, for example, the “wellness agenda” and the Surgical Care
Network, to complicated issues.

These responses were abetted by the lack of a significant political op-
position in the province during the first half, at least, of Romanow’s decade
in power. This changed somewhat in the late 1990s, when the opposition
was stronger. Indeed, the government’s initial attempt to spend its way
out of the wait-list issue may well have reflected its desire to show people,
including the opposition and the media, that it was doing “something”
about wait times.

Third, there was, and continues to be, a curious dynamic between
the government and the various interest groups within the health-care
system. In a small jurisdiction like Saskatchewan, access to policy and
decision-making is relatively easy for stakeholders to achieve. Coupled
with a culture in the province that makes support for medicare the default
position for virtually all politicians and stakeholders, this surely helped
ease the ability of the civil service and the political executive to engage
with stakeholders in a way that undercut the impetus to launch public
opposition to the proposed reforms.

Finally, there were those occasions when the government felt forced
to take decisions it would not have taken otherwise. The cut to the drug
program unveiled in Romanow’s very first budget was, no pun intended,
a “difficult pill to swallow” for all those concerned. In office for only a few
months after a decade of Progressive Conservative rule, the NDP govern-
ment experienced pressure to make a decision that some involved would
later express regret about or attempt to distance themselves from. It was
also the only decision of the six led by actors outside the Department of
Health. Interestingly, the HFLA reflects a different response to external
pressures: a quick, publicly accepted introduction of legislation to cut off
potential developments before they happened and in such a way that did
not create conflict with the pro-NAFTA federal government.

More difficult is an assessment of how much reform the Romanow and
Calvert governments achieved during their time in power. The kind of
macro reform enunciated by the National Forum on Health (1997a) and
later by the Commission on the Future of Health Care in Canada (2002)
headed by Romanow himself, has still yet to be achieved in Saskatchewan.
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Yet, judged differently, one can say that considerable progress was
achieved. Saskatchewan’s own blueprints for reform in the form of, first,
the Murray report (Saskatchewan Commission on Directions in Health
Care 1990) and later, the Commission on Medicare (2001), headed by Ken
Fyke, may provide a more appropriate standard by which to judge the
progress made. The “wellness agenda” reforms were clearly built on the
work of the Murray Commission, despite its having been appointed by
the previous Progressive Conservative government, but were also part
of the inherent political structure of the NDP. Douglas himself spoke of
policy aimed at avoiding ill-health as the “next phase” of medicare. The
Lalonde report in the 1970s had laid out the importance of healthy lifestyle
choices, and researchers increasingly focused on the social and economic
determinants of healthy populations. All of this would have resonated
with key actors inside the NDP government and the Saskatchewan civil
service. The election of the Romanow government opened a window of
opportunity for policy change at a moment when the problem, the solu-
tion, and the politics were aligned in a manner that allowed for policy
innovation (Kingdon 2003, 2006).

Two of the decisions illustrate the distance between policy-making,
decision-making, and policy implementation in a world of competing
interests and agendas. The move to a population needs-based funding
formula was successfully implemented, but over time was increasingly
modified in response to institutional interests and pressures from within
the system to preserve funding. In this case, it seems that a significant
reform was eroded by the need to keep peace within a system that had
already seen significant levels of upheaval over the previous few years.

Second, there was simply a lack of will to engage in a sustained battle
with physicians to make alternative payment plans mandatory. Had fee-
for-service been the only desired type of reform, the government might
have been more forceful with the physician lobby. But in the context
of systematic changes, reform fatigue set in. For both the government
and the public, the issue proved to be just “a bridge too far.” There was
neither the capacity nor the political will to take on another contentious
and divisive battle.

Itis apparent that the wellness agenda got sidetracked but not complete-
ly derailed by fiscal restraints. The Fyke report clearly built on the reforms
achieved, however imperfectly, to provide a new blueprint for region-
alization, primary health care, and integration of services (Commission
on Medicare 2001). That the Calvert government’s response to Fyke, in
the form of its Action Plan for Saskatchewan Health Care (Saskatchewan
Health 2002), remained the touchstone for reform in the post-Romanow
era, speaks to the continuity of the health-care reform project in the
province despite whatever zigs and zags have been necessitated by the
circumstances of the day.
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NorTE

1. The one exception was the decision to cut the drug benefits for budgetary
reasons. The interviews make it clear that the decision was taken quickly
and with little consultation or “back and forth” between actors involved.



CHAPTER 5

HEeALTH-CARE REFORM IN ONTARIO:
MOoRE TorTOISE THAN HARE?

JoHN N. Lavis, DIANNA PPAsIC, AND
MicHAEL G. WILSON

If the province of Ontario were one of the two characters in the fable
about the tortoise and the hare and the race were health-care reform,
Ontario would more closely resemble the tortoise during the 1990-2003
period. Whereas other provinces acted almost spritely when they region-
alized health services delivery, Ontario held back, acting as the “control
group” for such ambitious reforms. Ontario did occasionally pick up a
bit of speed in its efforts to ensure timely access to high-quality health
care for all citizens or the system’s financial and political sustainability.
The province established both a wait-list tracking system (the Cardiac
Care Network) and a new prescription drug plan (the Trillium Drug
Program). But it is in the domain of the core “public payment/private
delivery” bargains where Ontario’s slow and steady approach might
yet win the race for most significant reforms (Lavis 2004). The province
prepared the groundwork for the private for-profit delivery of medic-
ally necessary services (although this yielded fairly small impacts) and,
more notably, established an alternative payment plan for primary
care physicians that has attracted ever more physicians away from the
traditional fee-for-service payment plan (Hutchison et al. 2011; Kralj
and Kantarevic 2012).

While it is far from clear that changing the core bargains with hospitals
and physicians in Ontario will translate into timely access to high-quality
health care, better health outcomes, or greater financial and political
sustainability for the system, structural reforms were the holy grail of
the period and were being called for by many commissions and task
forces, both provincially and nationally (National Forum on Health 1997a;
Ontario Health Services Restructuring Commission 1999). Ontario’s re-
forms were not comprehensive, however, even though their effect over
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time could be. The province prepared for a fundamental change to the core
bargain with hospitals—private not-for-profit hospitals delivering care
with first-dollar, one-tier public payment—but a privatization-inclined
governing party would have had to be in office for several consecutive
terms to accomplish the change, which turned out not to be the case. The
province also prepared for a fundamental change to the core bargain with
physicians—private practice physicians delivering care with first-dollar,
one-tier public (fee-for-service) payment—but here consecutive governing
parties have continued to support the change.

The policy decisions under study in Ontario differ in their nature,
timing, and significance (Table 5.1). One decision—the decision not to
regionalize health-services delivery—was a “non-decision” during the
study period whereas the other five were decisions to do something dif-
ferently even if the “somethings” differed dramatically in scale. The timing
of the decisions ranged from 1990 with the establishment of the Cardiac
Care Network through to 2002 with the second of two policy decisions
that created a policy framework that made possible the private for-profit
delivery of medically necessary services.' The significance of the policy
decisions ranged from a reinforcement of the status quo (with the deci-
sions not to regionalize and not to redistribute resources to regions with
the greatest need) to the establishment of a major new entitlement for
catastrophic drug coverage (through the Trillium Drug Program) and the
beginning of a change—and what could become a dramatic transforma-
tion—in the core bargain with physicians (through the establishment of
an alternative payment plan).

The intention of the research in Ontario was to answer the six follow-
ing questions:

1. Why did Ontario choose not to establish regional health authorities
or health districts to assume responsibility for the management and
delivery of a significant range of health services?

2. Why did Ontario establish a needs-based funding formula that in-
cluded only demographic measures of need to allocate funding to
hospitals?

3. Why did Ontario establish an alternative payment plan for primary
care physicians based on a blend of capitation and fee-for-service
(FES)?

4. Why did Ontario create a policy framework that made possible the
development of private for-profit delivery of medically necessary
services that had historically been delivered in private not-for-profit
hospitals?

5. Why did Ontario establish a voluntary, centralized, wait-list tracking
system with a strong potential for management and not another type
of tracking system or a management system?
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6. Why did Ontario establish a targeted prescription drug plan and not
a universal plan (that would reach everyone regardless of whether
they chose to pay an income-related sliding-scale deductible) or no
new plan?

We begin this chapter by highlighting key features of the policy-making
context in Ontario, describing the policy decisions under study, and
providing an overview of key events such as major changes to or within
the governing party. Next we briefly describe the methods we used to
study the six policy decisions, focusing in particular on methodological
features unique to this provincial case study. Then we move on to describe
the policy-making process for each of the six policy decisions in turn, for
which we draw on both a brief timeline of key events and a description
of the factors that explain the policy outcome arising from each process.”
Our analysis identifies patterns in the explanatory factors across the six
policy domains. We conclude by highlighting key messages from this
provincial analysis.

CoNTEXT FOR HEALTH-CARE REFORMS

Two shifts in the Ontario policy-making context between 1990 and 2003
appear as germane as the period’s constants. The first shift was the tran-
sition in governing party from the centre-left Liberals to the left-leaning
New Democrats and then to the right-leaning Progressive Conservatives,
and then (just after the end of the study period) back again to the centrist
Liberals. These changes in political orientation were all the more remark-
able for having followed decades of one-party (Conservative) rule. The
second shift was the emergence, during the New Democrats’ tenure in
office, of a recession and significant government deficits—which was a
departure from the province’s long-term trajectory of relatively healthy
public finances.

The relative constants in the Ontario policy-making context during this
period were far more numerous:

* adeeply entrenched public payment/ private delivery bargain with
hospitals and physicians

e arelatively tightly defined boundary around the health-care sector
with medically necessary hospital and physician care at its core

* ajoint management committee that involved physicians in the policy-
making process for medically necessary care

¢ a well-organized and resourced provincial medical association but
typically poorly organized and resourced groups representing other
health-care professionals and “consumers”
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e alargely independent and hierarchical public service with frequent
turnover of the deputy minister (and health minister)

e a moderately well-established health services and policy research
community that was often not effectively engaged by the Ministry
of Health and Long-Term Care

¢ relatively little value accorded to system innovation

¢ generally positive federal / provincial relations (during the early years
of the study period) and interprovincial relations

e pressures arising from technological change (e.g., ambulatory sur-
gery, outpatient diagnostic procedures, new prescription drugs, and
home-care services) and new diseases (e.g., HIV/ AIDS)

* occasional, proactive, in-depth media coverage of particular policy
issues

Many but not all of these constants are shared with other provinces. The
first of these constants—the public payment/ private delivery bargain—
proved to be the most salient in our research.

The election of Liberal majorities in 1987 and 2003 provide metaphor-
ical bookends for the period under study, with the NDP and Progressive
Conservatives forming majority governments through most of the study
period (Table 5.2). Only the NDP election was widely perceived as an
“upset” that brought to power a political party that was not fully prepared
for the transition from opposition party to governing party (Rae 1996).
The policy decisions were made under the watch of four premiers (David
Peterson from the Liberals, 1987-1990; Bob Rae from the NDP, 1990-1995,
and Mike Harris and Ernie Eves from the Progressive Conservatives,
1995-2002 and 2002-2003, respectively) and seven health ministers (Elinor
Caplan from the Liberals; Evelyn Gigantes, Frances Lankin, and Ruth
Grier from the NDP; and Jim Wilson, Elizabeth Witmer, and Tony Clement
from the Progressive Conservatives). The establishment of the Cardiac
Care Network took place under the Liberals; the decision not to regional-
ize, the decision to allocate hospital beds on the basis of population size,
and the establishment of the Trillium Drug Program took place under
the NDP; and the creation of a policy framework that made possible the
development of private for-profit delivery of medically necessary services
and the establishment of an alternative payment plan for primary care
physicians took place under the Progressive Conservatives.

MEeTHODS USED TO STUDY THE CASES

As described in chapter 2, for each policy decision we conducted a detailed
documentary analysis, developed a timeline of key events related to the
policy decision, interviewed a purposive sample of public policy-makers
and stakeholders who were familiar with the policy-making process, and
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TABLE 5.2
Timeline of Major Changes to or within the Governing Party and the Policy Decisions
under Study in Ontario

Year  Changes to or within the Governing Party Policy Decisions
1987 - Liberal majority elected with David
Peterson as premier and Elinor Caplan
appointed as health minister (after
decades of Conservative party rule)
1990 « Establishment of the Cardiac Care
Network (case 5)
« NDP majority elected with Bob Rae as
premier and Evelyn Gigantes as health
minister
1991 . Frances Lankin replaces Evelyn Gigantes
as health minister
« Decision not to regionalize in the per-
iod between 1991 and 1994 (case 1)
1992 « Decision to allocate hospitals beds on
the basis of population size (case 2)
1993 . Ruth Grier replaces Frances Lankin as
health minister
1995 « Establishment of the Trillium Drug
Program (case 6)
+ Progressive Conservative majority
elected with Mike Harris as premier and
Jim Wilson appointed as health minister
1996 « Decision to amend the Independent
Health Facilities Act, 1989, to allow the
development of private for-profit de-
livery of medically necessary, high-tech
diagnostic services (1996) (case 4)
1997 . Elizabeth Witmer replaces Jim Wilson as
health minister
1999 . Progressive Conservative majority re-
elected with Mike Harris as premier
2001 - Tony Clement replaces Elizabeth Witmer
as health minister
« Establishment of Family Health
Networks in 2001 (case 3)
2002 - Ernie Eves replaces Mike Harris as premier
- Decision to amend the Independent
Health Facilities Act, 1989, to allow the
development of parallel (i.e., public
payment and private payment) tiers
of access to medically necessary, high-
tech diagnostic services (case 4)
2003 - Liberal majority elected with Dalton

McGuinty as premier and George
Smitherman appointed as health
minister
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analyzed the resulting data using the Kingdon and 3I frameworks (see
Table 2.2 in chapter 2; Bhatia 2002; Kingdon 2003; Lavis et al. 2002; Lavis et
al. 2012). For each documentary analysis we searched seven bibliographic
databases (Canadian Research Index, CBCA, EconLit, MedLine, Political
Science Abstracts, Social Sciences Index, and Sociological Abstracts) and
one media database (Lexis Nexis). For the documentary analyses related
to the establishment of the Cardiac Care Network and Trillium Drug Plan,
we also hand-searched the Ontario Medical Review and the Canadian Medical
Association Journal for the years 1986-1990 and 1990-1995, respectively.

We conducted 51 interviews with public policy-makers and stakehold-
ers in Ontario, with a range of seven to ten interviews for each policy
decision. We encountered only 15 individuals whose contact information
could not be located, who declined to be interviewed because they were
not knowledgeable about the policy decision or they could identify others
who were more knowledgeable, or who could not be scheduled despite
repeated efforts. Eight individuals never responded to our requests for an
interview for the two related policy decisions that reinforced the status
quo (i.e., deciding not to regionalize and deciding not to redistribute re-
sources to regions with the greatest need), although some of these were
the same people. Ten individuals declined to be interviewed about creat-
ing a policy framework that made possible the development of private
for-profit delivery of medically necessary services. Consequently, for
this case we may have heard only part of the story; we cannot be certain
whether some key individuals felt constrained in what they could say
or were not heard at all.

FinDINGS — Six STUDIES IN HEALTH-CARE REFORM
Case Study 1: Deciding Not to Regionalize

The visible elements of the public policy-making process associated with
considering whether to regionalize—that is, whether to establish health
regions/ districts in Ontario to assume responsibility for the management
and delivery of a significant range of health-care services—took place
over a three-year period between 1991 and 1994. The Premier’s Council
on Health Strategy, a creation of Ontario Liberal premier David Peterson,
released a report on devolution in the spring of 1991, which was not long
after the election of NDP leader Bob Rae (Ontario. Premier’s Council
on Health Strategy 1991). Three years later the council’s successor, the
Premier’s Council on Health, Well-Being and Social Justice, released two
reports on devolution, one of which described a framework for evaluat-
ing pilot projects in the devolution of the management and delivery of
a significant range of health-care services (Ontario. Premier’s Council
on Health, Well-Being and Social Justice 1994a, 1994b). None of these
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reports contributed to or coincided with regionalization being on the
government’s decision agenda: the champions of the first report were no
longer in office when the report was released, and the champions of the
next two reports, most of whom came from outside government, appear
not to have been successful in creating the political will to act on their
recommendations.

Ontario had experimented in the past (and would experiment again
beyond our study period) with various forms of regionalization, but often
with little actual transfer of decision-making authority. In 1973 the Ontario
government established District Health Councils to assist in health plan-
ning for 16 districts (and specifically in advising about the allocation of
any new funding); however, they were given no decision-making au-
thority, and not even an advisory role about base budgets. The Rae-led
NDP government introduced regional offices for the Ministry, although
the transfer of decision-making authority from the “central” Ministry of
Health (i.e., deconcentration) was minimal. The Harris-led Progressive
Conservative government, which replaced the NDP government, estab-
lished Community Care Access Centres as regional access points for long-
term care services and the Health Services Restructuring Commission as
a mechanism to plan hospital mergers on a region-by-region basis, both
of which meant some form of concentration in decision-making author-
ity at the regional (as opposed to local) level (Ontario Health Services
Restructuring Commission 2000). This government also devolved some
authority over public health services, and health and social services, to
the municipal level. It was only in 2004 and 2005 that a McGuinty-led
Liberal government revisited the idea of regionalization, which had
first been introduced by the Peterson-led Liberals 15 years earlier, and
established Local Health Integration Networks (Ministry of Health and
Long-Term Care 2004).

The issue of regionalization appeared on the governmental agenda
through the work of the Premier’s Council on Health Strategy. The
council’s Integration and Coordination Committee had identified what
they perceived to be a lack of locally sensitive planning in the health-care
system and a lack of involvement of local communities in decision-making
about their health-care system. However, the issue of regionalization never
really moved to the decision agenda despite it moving to and remaining
on the agenda of the Premier’s Council on Health, Well-Being and Social
Justice, the successor to the Premier’s Council on Health Strategy. Both
Premier’s Councils framed the problem and the policy proposal in the
same way, albeit with the refinement by the second Premier’s Council
that devolution be piloted and evaluated before widespread implementa-
tion. Nevertheless, political forces both inside government (such as the
premier and the hospital branch of the Ministry) and outside govern-
ment (such as the Ontario Hospital Association and the Ontario Medical
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Association) were either unsupportive or actively opposed to the change.
As we describe in the next case study, the lack of support and / or the op-
position was in small part related to empirical research that had found that
needs-based funding, which was seen as an obvious policy to accompany
regionalization, would have resulted in substantial reallocations across
regions, and this in an era with large deficits and a troubled economy.

Case Study 2: Deciding to Allocate Hospitals Beds (Not Dollars)
on the Basis of Population Size (Not Need)

The public policy-making process associated with considering whether to
introduce needs-based funding—whether to fund districts, or hospitals,
on the basis of need rather than funding hospitals within each district
on the basis of a mixed global budget/ case-based method—took place
over a very brief period in 1991 and 1992. As described in the previous
section, both Premier’s Councils had been toying with the idea of devo-
lution. A northern District Health Council had commissioned McMaster
University professor Stephen Birch to explore what a needs-based “vir-
tual” district budget would look like.* The Ministry of Health, inspired
by the District Health Council’s experience, commissioned Birch to
produce a report on how hospital budgets would change if needs-based
funding were implemented in Ontario; the report was later turned into
a peer-reviewed journal article (Birch and Chambers 1993). Meanwhile,
two events drew attention away from districts and needs-based fund-
ing and toward hospitals and cost containment. A provincial auditor’s
report that highlighted “questionable practices by hospitals” and “loose
procedures” by the Ministry of Health drew the health minister’s atten-
tion toward hospital accountability (Archer 1991; “Getting a Handle on
Hospital Costs” 1991). And an economic downturn drew the treasurer’s
attention towards cost containment, which meant that any reallocations
on the basis of need became a zero-sum game.

The issue of needs-based funding had been on the governmental agenda
for some time as District Health Council members repeatedly pointed
out the lack of financial framework (even virtual district budgets) within
which they could provide advice to the Ministry of Health. This problem
was given new visibility within the Ministry of Health through the work
of a northern District Health Council. But as with regionalization, the
issue of needs-based funding never really moved to the decision agenda.
The one needs-based funding proposal on the table (which had been out-
lined in Birch’s report) would have resulted in substantial reallocations
across districts. The same political forces in the devolution debate were
at play here, with the added complication that an auditor’s report and an
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economic downturn had given the minister of health reason to focus on
hospital accountability and cost containment, not virtual or real district-
level budgets or zero-sum reallocations across districts.*

Case Study 3: Deciding to Establish an Alternative Payment
Plan for Primary Care Physicians

The public policy-making process associated with considering whether
to establish an alternative payment plan for primary care physicians in
Ontario based on a blend of capitation and fee-for-service (FFS) began
within a year of the Progress Conservative party taking power in June
1995. Health Minister Jim Wilson announced in the summer of 1996 an
implementation committee to guide the establishment of pilot projects
that would enable the Ministry of Health to evaluate both a capitation
and a reformed FFS model. Two years later, in May 1998, his successor,
Elizabeth Witmer, and Ontario Medical Association (OMA) president
William Orovan announced the launch of five pilot projects to evaluate the
effectiveness of what were then called Primary Care Networks. In March
2001, which was four months before the release of the evaluation report
and still well in advance of funds beginning to flow to Ontario from the
federal government’s Primary Health Care Transition Fund (Barnes 2006),
Elizabeth Witmer’s successor, Tony Clement, and Premier Mike Harris
announced the establishment of the Ontario Family Health Network, an
arm’s-length agency tasked with facilitating the rollout of what were by
then called Family Health Networks.

The build-up to reform had taken six years, and yet it was not the first
time that alternative payment plans had been announced as the future of
primary care. The governments of the day had launched Health Service
Organizations in 1973 and Community Health Centres in 1982, and a
government-appointed committee had called for Comprehensive Health
Organizations in 1987 (J.R. Evans 1987; Gillet, Hutchison, and Birch 2001;
Hutchison, Abelson, and Lavis 2001). What was different this time was
the sustained effort that followed the announcement to offer significant
financial returns to physicians who enrolled in Family Health Networks
(and later in Family Health Groups).

As this brief historical summary would suggest, the issue of an al-
ternative payment plan for physicians had been on the governmental
agenda for decades. There had been a long-standing perception that FFS
remuneration (compared to alternative remuneration methods) created
the wrong incentives for primary care (such as a focus on services, not
value for money). This perception had been reinforced by many reports
over the years (J.R. Evans 1987; Hastings 1972; Kilshaw 1995). As a
new governing party took office, there were additional concerns about
shortages of primary care physicians and a declining interest among
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physicians in a comprehensive model of primary care, as well as strained
relations between the provincial government and the Ontario Medical
Association (which arose, in large part, due to claw-backs imposed on
physicians’ billings above defined levels in order to reduce the govern-
ment’s deficit).

The issue of an alternative payment plan for physicians moved to
the decision agenda as a result of the confluence of a problem (in this
case perceived problems with FFS remuneration) brought into focus yet
again through a report, a viable policy option, and a political desire to
lay the groundwork for four years of peace with the OMA. The report
was issued by the Health Services Restructuring Commission (1999)
and endorsed by the Ontario College of Family Physicians and the new
Coalition for Primary Health Care. The viable policy option was the
widespread implementation of the five pilot Primary Care Networks,
which involved a choice of two remuneration methods (reformed FFS
with thresholds based on the number and characteristics of enrolled pa-
tients, and capitation with payments based on the number and gender
of patients served). The political desire emerged from the re-election of
the Progressive Conservative party who faced as one of their first orders
of business in the health sector the need to negotiate a new four-year
agreement with the OMA.

The final policy chosen in 2001 was the establishment of Family Health
Networks that (a) provided a choice of blended payment (capitation based
on age and sex profile of patients with some FFS and bonus elements) or
reformed FFS; (b) required rostering for blended payment; (c) provided
incentives for providing preventive services; (d) provided indirect incen-
tives to hire nurses, nurse practitioners, and others; (e) required 24 /7
coverage through on-call arrangements involving the group or network;
(f) provided an incentive for computer purchases to make possible the
use of electronic health records; (g) provided an incentive for continu-
ing medical education; (h) provided a centrally administered telephone
advisory service; and (i) placed few limits on patient choice. Patients
were not required to join a Family Health Network and were allowed to
change physicians up to twice a year; they were required only to notify
their physician if seeking care elsewhere (Lee 2003; Ontario Family Health
Network 2005).

This policy choice appears to have arisen from the confluence of many
institutional, interest-based, ideas-based, and external factors. Six policy
legacies were in play. Two of the policy legacies diminished the prospects
for a change to the prevailing physician-remuneration method: the core
bargain’s focus on physicians instead of the services they have historic-
ally provided; and the Ontario Health Insurance Plan’s focus on paying
individuals instead of groups. The remaining four policy legacies were
conducive to a change: (a) policies that had led to some negative conno-
tations for fee-for-service remuneration among primary care physicians;
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(b) a policy that allowed nurse practitioners to join primary care teams;
(c) a set of pilot projects that had been endorsed by the OMA; and (d) a
prototype for the widespread adoption of an alternative payment plan
by physicians. The combination of a well-established policy network that
privileged physicians in policy-making about primary care and a desire
among some members of the OMA for change provided the opportun-
ity for a breakthrough. A report by the Health Services Restructuring
Commission (1999) had proposed a relatively significant reform that
made the aforementioned pilot projects seem almost incremental in nature
and hence a reform that could be more readily embraced. Moreover, the
combination of concerns about shortages in primary care physicians, a
declining interest among physicians in a comprehensive model of primary
care, and the long-standing perception that FFS remuneration creates the
wrong incentives for primary care meant that any governing party would
have been open to the possibility of a breakthrough. The re-election of a
Progressive Conservative party that was in a relatively strong bargaining
position for the next four-year agreement with the OMA, the willingness
of the OMA to allow money to be reallocated from the FFS pool of funds
to alternative remuneration methods, and the relatively healthy public
finances that made it possible to offer significant financial returns to
physicians who joined a Family Health Network, all created the condi-
tions necessary to achieve a breakthrough.

Case Study 4: Making Possible the For-Profit Delivery of
Medically Necessary Services

The public policy-making processes associated with making possible
the for-profit delivery of medically necessary services, which we have
called a counter-consensus reform—were not very visible to the public
because the processes were often embedded within much bigger legisla-
tive changes or announcements. The documentary trail for the processes
is almost non-existent, and the bigger legislative changes were sufficiently
highly charged that (as mentioned previously) some participants were
not willing to be interviewed about the smaller-scale changes related to
this case. The first decision involved amending the Independent Health
Facilities Act (IHFA), originally introduced in 1989 under the Liberals, to
allow the development of private for-profit delivery of medically neces-
sary “high tech” diagnostic services. The 1996 amendments, undertaken
as part of Bill 26, the Savings and Restructuring Act, eliminated the prefer-
ence in the IHFA for Canadian-owned, not-for-profit independent health
facilities (IHF). The amendments, while later called “sleeper legislation”
(Gilmour 2003), had little short-term impact because the cap on the price
of an IHF license meant that there was little incentive to make the large
capital expenditures needed to provide these services.
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The series of decisions that made possible a parallel stream of private
payment for medically necessary services began in June 2002 with a
statement embedded in a budget announcement (Government of Ontario
2002) and ended five months later (in November 2002) with the Ministry
of Health and Long-Term Care issuing a request for proposals for five
new CT scanners and five new MRI scanners (with another 15 to come
later; Boyle 2002). The budget announcement outlined plans to allow
the operation of CT and MRI scanners in private for-profit clinics, and
made clear that these clinics would be able to provide both medically
necessary (i.e., publicly insured) and non-medically necessary (i.e., un-
insured or privately insured) streams of these services. Amendments to
the IHFA regulations allowed the provision of CT and MRI scans outside
of private not-for-profit hospitals. Additional amendments to the IHFA
regulations, which were made as part of Bill 179, the Government Efficiency
Act, removed the cap on the price of an IHF license. This policy decision
gave IHF operators the opportunity to sell their facilities to the highest
bidder (and thus to recoup capital expenditures before the expenditures
had been amortized); it also gave them the incentive to call “medically
necessary” services “unnecessary” because the higher revenue from the
latter would help to offset their investments in a license. Shortly thereafter,
Health Minister Tony Clement announced plans to provide up to 20 new
MRI machines and five new CT scanners (Rachlis 2002), which would be
allowed to operate through existing independent health facilities, and the
Ministry issued the request for proposals.

Challenges in the delivery of medically necessary diagnostic services
had appeared on the governmental agenda in 1999 and 2000, largely
as a result of a report by the Fraser Institute (about the number of CT
and MRI scanners per capita in Canada compared to other OECD coun-
tries; Wilson and Zelder 2000), a report by the Ontario Association of
Radiologists (2002) about Ontario hospitals’ waiting times for a number of
diagnostic procedures, and statements by both the Canadian and Ontario
Associations of Radiologists that there were shortfalls in machines and
technologists). The Ontario Health Coalition, a network of grassroots
organizations, viewed the issue as a widespread problem of access. The
Commission on the Future of Health Care in Canada later legitimized
these concerns in its November 2002 report.

When the issue moved to the decision agenda in 2002, however, it had
come to be framed more as one about a shortage in machines, rather than
as a shortage in both machines and technologists or as a more widespread
access problem. The viable policy option was identified as making pos-
sible the for-profit delivery of these services (rather than hospitals being
allocated a share of the federal government transfers that were provided
to purchase such machines, and training more technologists). The “pol-
itics stream” within this agenda-setting dynamic appeared particularly
influential here with a new party leader taking over as premier and a new
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health minister being appointed, both of whom shared the type of “free
market” values that would lead them to see more potential for change
among for-profit facilities than not-for-profit hospitals.®

While the proximal factors at play at the time of policy choice in 2002
included a broad array of institutions, interests, and ideas, a premier
and a health minister with strongly held values carried the day for
this counter-consensus reform. The institutional factors included two
policy legacies. First, the Canada Health Act covers only hospital-based
and physician-provided services, which means that services provided
outside of hospitals (and with no or partial involvement of physicians)
are not bound by the Act’s first-dollar, one-tier coverage requirement. In
the absence of additional legislation covering private health-care facili-
ties, patients would have had to pay for health care that had historically
been provided in hospitals and considered “medically necessary,” or
they could have chosen to pay to receive faster access or higher-quality
care. Second, the Independent Health Facility Act filled this gap by making
provisions for private health-care facilities to receive both facility fees
(to cover their capital and operating costs) and physician fees from the
government (instead of from patients) in return for providing “medic-
ally necessary” services. The interests at play included societal interest
groups, specifically the Ontario Association of Radiologists advocating
for more machines and technologists but not at the expense of hospitals;
the Ontario Health Coalition and its partners advocating for improved
access but not for-profit delivery; and the Ontario Hospital Association
highlighting concerns about staff poaching, queue jumping, and spillover
effects if a parallel stream of services were provided in private for-profit
clinics. The interests also included elected officials and specifically the
premier and health minister, who were interested in pursuing more for-
profit delivery. The ideas in play included views about what “ought to
be,” specifically, “free market” values. It was the combination of the latter
two factors—an engaged premier and health minister who both placed
great emphasis on a particular set of values—that appears to have carried
the day. (Two more distal factors also played a role: a political change in
the form of a new premier and health minister coming to power, and a
technological change in the form of many new indications being identi-
fied for CT and MRI scans.)

Case Study 5: Establishing a Wait-List Tracking System for
Cardiac Surgery

The public policy-making process associated with the establishment of
the Cardiac Care Network in 1990 took place over a 26-month period
between May 1988 and July 1990 (Wilson 2004). In May 1988 media cover-
age began about patient deaths on wait lists. In July 1990 the Provincial



Health-Care Reform in Ontario: More Tortoise Than Hare? 103

Adult Cardiac Care Network (later renamed the Cardiac Care Network)
was established and given authority for overseeing a voluntary, central-
ized wait-list tracking system for cardiac surgery. The network had the
potential to become a management system: it had a central database for
tracking patients’ clinical severity and hospitals’ throughput, regional
coordinators tasked with data submissions and local coordination, and
an independent governance mechanism that gave voice to cardiologists
and cardiac surgeons. But it was quite clearly established as a tracking
system only, albeit one that was well ahead of its time and one that set
the benchmark against which other provincial systems (both inside and
outside Ontario) were compared for many years (Davies 1999; Moralis
1996; Monaghan et al. 2001; Trypuc 2001).

The issue of wait lists for cardiac surgery appeared on the governmental
agenda in May 1988 because of intense media coverage about patient
deaths on wait lists (e.g., Tyler and Maycheck 1989). A lack of resources
was argued by many to be the immediate cause of the problem; how-
ever, others argued that the root causes included the lack of a systems
approach (e.g., surgeons with wait lists in their pockets rather than a
central registry with patients tracked using agreed-upon risk scores)
and competition among hospitals. Regardless of how the problem was
framed, the consequences were the same: a decline in public confidence
in the health-care system.

The issue of wait lists for cardiac surgery moved to the decision agenda
in 1990. Research suggested that wait lists for cardiac surgery were a large
and growing problem but, more importantly, feedback from hospitals
suggested that more money had not had a significant effect (Naylor
1991; Naylor et al. 1993). The lack of effect was attributed to care not be-
ing allocated on the basis of need (i.e., a lack of equity) and low hospital
throughput (i.e., alack of efficiency). Political forces were also at play with
the health minister facing growing public concerns about the ability of the
system to meet patients’ needs. Meanwhile the Provincial Working Group
on Cardiovascular Services had reviewed the wait-list tracking system
in Toronto (called the Metropolitan Toronto Triage System; Kaminski,
Sibbald, and Davis 1989), which had attributes that they felt were key
to a well-functioning system: it was voluntary, centralized, focused on
cardiac surgery, and independent of the provincial Ministry of Health
(Keon 1991). A confluence of a continued problem that had not been
solved simply with more resources, a health minister “under the gun,”
and a workable policy option in a constituent jurisdiction were coupled
in a way that brought the issue to the decision agenda.

Like the alternative payment plan case study, this policy choice appears
to have arisen from the confluence of many factors. The institutional
factors included (a) the policy legacy of the Metropolitan Toronto Triage
System, a system endorsed by the St. Michael’s Hospital review panel,
which had looked into several patient deaths at that hospital (Kaminski,
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Sibbald, and Davis 1989); and (b) the policy network that had been created
first through the Metropolitan Toronto Triage System and then through
the Provincial Working Group on Cardiovascular Services (Keon 1991).
The interests at play included societal interest groups—specifically cardi-
ologists and cardiac surgeons—and elected officials. In particular, the
health minister was seeking to reduce the political harms arising from
media coverage of deaths on the wait lists and, in the longer run, restore
public confidence in the health-care system. The ideas in play included
knowledge or beliefs about “what is” and views about “what ought to
be.” Research on risk scores, for example, informed “what is.” Views
about “what ought to be” reflected a desire for efficiency and equity: ef-
ficiency in hospitals’ meeting target volumes in throughput, and equity in
allocating surgery (specifically cardiac surgery) on the basis of need and
not the “squeakiness of the wheel.” A more distal factor that also played
a role was the intense media coverage of deaths on wait lists.

Case Study 6: Establishing a New Publicly Funded Prescription
Drug Benefit

The public policy-making process associated with the establishment of
the Trillium Drug Program in 1995, which extended publicly funded pre-
scription drug benefits to anyone paying an income-related sliding-scale
deductible, took place over a 33-month period between February 1992 and
November 1994 (Wilson 2004). In February 1992 the provincial govern-
ment established the Drug Programs Reform Secretariat to reform prov-
incial drug programs to make them accessible to more Ontario residents,
to improve the quality of prescribing, and to make the programs more
affordable. On 30 November 1994, on the eve of World AIDS Day—the
day that AIDS Action Now! (a societal interest group) planned to hold
a fifth high-profile demonstration to demand a catastrophic drug plan
for individuals with life-threatening illnesses—Ontario premier Bob Rae
announced that the provincial government had decided to extend the
Ontario Drug Benefits (ODB) plan (with as yet unspecified cost-sharing
arrangements) to include patients not already covered under the ODB
plan or by private insurance (Walkom 1994, 1995). A process that began
as an initiative led by public servants within the Ministry of Health ended
with a highly visible political decision made by the premier. The Trillium
Drug Program officially began in April 1995, just over four months after
the premier’s announcement.

While anyone not already covered under the ODB plan or by private
insurance is eligible to apply for the Trillium Drug Program, the income-
related sliding-scale deductible means that the program disproportion-
ately benefits those with low incomes and high drug costs. People with
high incomes typically do not benefit from the program unless their drug
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costs are very high. For example, at the time the program was introduced
an individual with an income of $100,000 per year would have had to
pay $4,100 of their prescription drug costs before receiving any assist-
ance through the program (Wright 1995). People living with HIV / AIDS,
cancer, cystic fibrosis, and rare diseases like Gaucher’s disease would
be among those who often faced catastrophic drug costs. For example,
the drug costs for the 15,000 HIV / AIDS patients in Ontario in 1994 were
estimated to be between $40 and $50 million (Papp 1994).

The issue of making changes to prescription drug plans in an effort to
cover previously uninsured or underinsured persons appeared on the
governmental agenda in the lead up to the provincial government’s estab-
lishment of the Drug Programs Reform Secretariat. Public servants had
identified that drug program expenditures were growing exponentially,
which was driven in part by the emergence of “breakthrough” drugs and
the open-ended nature of the Special Drugs Program (a program that
covered the costs of specific, very expensive prescription drugs, such as
some experimental HIV / AIDS treatments).

The issue moved to the decision agenda late in 1994. Rapidly escalating
drug expenditures continued to be seen as a problem, but the consulta-
tion led by the Drug Secretariat had also identified a new problem—the
unmet needs of those aged 55-64 who had no job or had lost their drug
benefits when the economy was in rough straits. Political forces were
also at play as the premier faced an emotionally charged campaign by
AIDS Action Now!, which included a press conference with a plea from
a dying AIDS patient and a threat to burn in effigy a mock-up of Premier
Bob Rae. Meanwhile, public servants had been working on the design of
anew drug program that (a) extended the ODB plan to anyone paying an
income-related sliding-scale deductible (although the scale was contested
at this time); (b) had no eligibility requirement linked to a particular ill-
ness (like AIDS), health status (like end-of-life care), or drug class (like
the drugs covered by the Special Drugs Program); and (c) provided
full-family access to the full Ontario Drug Benefits formulary (thereby
removing any incentive to leave a job in order to gain access to this plan,
which would have run counter to the governing party’s desire to move
people from “welfare to work”). A confluence of two problems, politics,
and a workable policy option were coupled in a way that brought these
issues to the decision agenda.

Like both the alternative payment plan and the wait-list management
case studies, this policy choice appears to have arisen from the conflu-
ence of many factors, and not just the highly visible political pressure
brought to bear on the government of the day. The institutional factors
included two policy legacies: the ODB plan, with a formulary and fully
operational administrative process, and HealthNet, which provided an
online submission and adjudication process for the ODB plan. The inter-
ests at play included societal interest groups (specifically AIDS Action
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Now! and less visibly a group led by a Toronto lawyer with Gaucher’s
disease), elected officials (specifically the premier who was facing a
pending election, which he lost within seven months of the decision to
establish the Trillium Drug Program), and public servants (specifically
officials who had identified an unmet need among those aged 55-64, and
officials who had managed a program that they felt worked—the ODB
plan). The ideas in play included knowledge or beliefs about “what is”
(the exponential growth of drug program expenditures and the unmet
needs of those aged 55-64) and views about what “ought to be” (equity
across income groups, disease groups, and age groups). Four more distal
factors also played a role: AIDS had appeared as a significant new dis-
ease, “breakthrough” drugs had begun to appear for diseases like AIDS
(and Gaucher’s disease), the media provided extensive coverage of the
life-and-death consequences of patients having access to these drugs, and
tough economic times made it difficult to propose a free plan or even a
plan with a small deductible.

CRross-CASE ANALYSIS

A health-care reform that did not touch significantly on the core “pub-
lic payment/ private delivery” bargains that underpin the Canadian
health-care system went forward, much as others have done in the past.
The Ontario government established a targeted prescription drug plan
(the Trillium Drug Program) in its effort to cover previously uninsured
persons and, in so doing, went some way toward extending the public
payment element of the core bargain into a new sphere. But the bargain
was not nearly as generous as the bargains struck with hospitals and
physicians more than three decades earlier. Public payment for pre-
scription drugs was far from being first-dollar or one-tier in the Trillium
Drug Program. Nevertheless, a problem (rapidly escalating prescription
drug expenditures) brought the issue to the governmental agenda. The
coupling of this problem and a newly identified problem (an unmet
need among those aged 55-64), politics (a highly visible interest-group
campaign), and a workable policy option brought the issue to the deci-
sion agenda. A confluence of many factors appears to explain the final
policy choice.

On the other hand, two health-care reforms that had the potential to
touch significantly on the core public payment/ private delivery bargain
with hospitals floundered. Both regionalization and needs-based funding
constitute an incursion into the community autonomy that was to have
been safeguarded by the “private not-for-profit hospitals” part of the
public payment/ private delivery bargain with hospitals. In both cases, a
perceived problem brought the issue to the governmental agenda: a lack
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of locally sensitive planning and community involvement in decision-
making (regionalization), and a lack of a financial framework for District
Health Councils (needs-based funding). But no policy entrepreneurs rose
to the fore to couple these problems with a viable policy proposal and the
politics of the day. Two successive Premier’s Councils endorsed a move
toward regionalization yet, unlike every other Canadian province, the
Ontario government did not fully embrace the idea, at least during the
period of study (1990-2003). Select District Health Council members en-
dorsed a move toward needs-based funding, but a new focus on hospital
accountability and cost containment meant that the Ontario government
never fully embraced this idea either. In both cases a prominent interest
group opposed the idea, but no major campaign was required to send
the idea to the back burner, where needs-based funding largely remained
(until 2010 with the gradual phasing-in of the Health-Based Allocation
Model, which has both needs-based and activity-based elements) and
where regionalization remained for over a decade (until the formal cre-
ation of Local Health Integration Networks in 2006).

Ahealth-care reform that had the potential to touch significantly on the
core public payment/ private delivery bargain with physicians but that
preserved key elements of the bargain went forward. A wait-list manage-
ment system would have constituted an incursion into the professional
autonomy that was to have been safeguarded by the “private practice”
part of the public payment/private delivery bargain with physicians.
In this case, the alternative that was adopted left largely intact the pro-
fessional autonomy of cardiologists and cardiac surgeons. All that the
Cardiac Care Network asked of them was that they used an agreed-upon
risk score to assess their patients’ clinical severity and that the hospitals
in which they worked added these data to the central registry and met
particular throughput targets. A problem—deaths on the wait lists—
brought the issue to the governmental agenda. With the recognition that
the problem could not be solved with more resources alone, the coupling
of this problem with the politics (a health minister trying to retain public
confidence in the health-care system) and a workable policy option (the
Metropolitan Toronto Triage System model) brought the issue to the deci-
sion agenda. As with the Trillium Drug Program, a confluence of many
factors appears to explain the final policy choice made in establishing the
Cardiac Care Network.

Similarly, a health-care reform that touched on the core public payment/
private delivery bargain with hospitals but that took place over time, in
the shadows of larger legislative changes and announcements and with
limited negative near-term consequences, also went forward. For-profit
hospitals (or more accurately for-profit clinics providing services that
have been historically provided in hospitals) constitute an incursion
into the community ownership that was to have been safeguarded by
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the “private not-for-profit hospitals” part of the public payment/ private
delivery bargain with hospitals. Moreover, a parallel stream of private
payment for medically necessary services constitutes an incursion into
the equity principle that was to have been safeguarded by the “one-tier
public payment” part of the bargain. In this case the Ontario government
over two successive terms in office created a policy framework that made
possible the development of private for-profit delivery of medically neces-
sary services that had historically been delivered in private not-for-profit
hospitals. But the services were primarily restricted to CT and MRI scans,
two services for which patients had long been receiving care in nearby
US cities, and even then only in the small number of independent health
facilities that were granted licenses for new CT and MRI scanners. A
problem (challenges in the delivery of medically necessary diagnostic
services) brought the issue to the governmental agenda. The coupling
of this problem and more general concerns about access, politics (a new
premier and health minister), and a workable policy option brought the
issue to the decision agenda. But at the stage of policy choice we see a
different pattern: it appears to be the combination of two factors—an
engaged premier and health minister who both placed great emphasis
on a particular set of values—not a broad constellation of factors that
carried the day.

Most surprisingly, a health-care reform that touched significantly on the
core public payment/ private delivery bargain with physicians but that
took place over time and with significant positive near-term financial and
non-financial advantages to “early adopters” also went forward, but this
time after years of failure. Alternative payment plans constitute an incur-
sion into the entrepreneurialism and professional autonomy that was to
have been safeguarded by the public payment/ private delivery bargain
with physicians. In this case a perceived problem (the long-standing per-
ception that FFS remuneration created the wrong incentives for primary
care) brought the issue of an alternative payment plan for physicians to the
governmental agenda and kept it there for several decades. The confluence
of this problem—brought into focus through yet another report, a viable
policy option, and a political desire to lay the groundwork for four years
of peace with the OMA and for a financial basis for reallocating funds
from the fee-for-service “pool” to alternative payment plans—brought
the issue to the decision agenda. And as with the establishment of the
Trillium Drug Program and the Cardiac Care Network, a confluence of
many factors appears to explain the final policy choice. As more and more
physicians leave a purely private practice for the new models supported
by alternative payment plans, the reform now appears to have been the
beginning of a change, and possibly a dramatic transformation, in the
core bargain with physicians.
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CONCLUSION

Strong policy legacies, particularly those arising from the core bargains
with hospitals and physicians, do appear amenable to influence, albeit not
with the “big bang” that advocates of comprehensive structural reform
typically advocate. Notwithstanding the core bargain with hospitals, the
Harris-led Progressive Conservatives were able to create a framework that
made possible the development of private for-profit delivery of medic-
ally necessary services that had historically been provided in hospitals.
But their counter-consensus reform took place over an extended period
of time and in the shadows of larger legislative changes and announce-
ments. Moreover, their reform had limited to no near-term consequences
and would have required them (or a like-minded government) to pursue
the reform over successive terms in order to have a vibrant for-profit
delivery sector competing with the well-established not-for-profit sector.
Notwithstanding the core bargain with physicians, the same governing
party was able to establish an alternative payment plan for physicians.
This reform also took place over time and with significant financial and
non-financial incentives to the “early adopters.” As we discuss in chapter
11, the reform gathered steam over the subsequent decade (Hutchison et
al. 2011; Kralj and Kantarevic 2012), raising the prospects for an eventual
larger role for government (through contracts) in the fiercely guarded
professional terrain of physicians.

And this brings us back to the fable of the tortoise and the hare. Two of
the reforms we studied—making possible the for-profit delivery of select
medically necessary services and establishing a new publicly funded
prescription drug benefit—turned out not to be the start of any sweeping
changes in the health sector. On the other hand, one of the reforms—
establishing a wait-list tracking system for cardiac surgery—influenced
the development of other wait-list systems in the province, such as those
for cataract surgery, hip replacement and knee replacement, as well as
for CT and MRI scans. Moreover, one “no go” decision and one “near no
go” decision—deciding not to regionalize and deciding to allocate hos-
pitals beds (not dollars) on the basis of population size (not need)—were
followed within a decade by bold decisions. In 2006, Ontario regional-
ized its health-care system with the creation of Local Health Integration
Networks, and in 2010 began the move toward needs-funding with the
gradual phasing-in of the Health-Based Allocation Model. Most interest-
ingly, the decision to establish an alternative payment plan for primary
care physicians has been systematically followed up by a steady stream of
decisions that have translated into significant numbers of physicians now
practicing under the terms of formal contracts with the Ministry of Health
and Long-Term Care and under a blended payment mechanism, which
has altered the traditional, public fee-for-service payment mechanism
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in use for more than three decades. The contracts hold the potential for
having public imperatives compete with the professional autonomy that
has long been associated with the private practice part of the core bargain.
At least with this issue, the province of Ontario more closely resembles
the tortoise that eventually outpaces the hare.

As with any research study, readers may take issue with our interpreta-
tions of the case studies, particularly in terms of the factors that influenced
whether and how decisions were made. However, we believe that our
provincial study has two main strengths that reduce the likelihood of
differences in interpretation. First, we combined two complementary
data-collection methods—interviews with a purposive sample of 51
public policy-makers and stakeholders who were familiar with each
policy-making process, and a detailed documentary analysis. From
the documentary analysis, we developed a timeline of key events as a
prompt to those being interviewed. Second, we used a constant compara-
tive method to analyze the data using two analytical frameworks—the
Kingdon and 3I frameworks—that are well grounded in the theoretical
and empirical literature (Bhatia 2002; Kingdon 2003; Lavis et al. 2002;
Lavis et al. 2012).

That said, the study did have one general weakness: the potential for
recall bias among those interviewed, particularly in the few instances
where there was no document trail against which we could compare their
recollections. The privatization case study had its own unique weakness.
Asmentioned previously, 10 individuals declined to be interviewed about
the creation of a policy framework that made possible the development of
private for-profit delivery of medically necessary services. In the case of
privatization, then, we cannot be certain whether we have heard the full
story; even those who agreed to be interviewed may have felt constrained
in speaking about such a politically contentious issue. However, our
systematic approach to collecting and analyzing data, and our transpar-
ent reporting of the findings, allow those who might disagree with our
interpretations to re-examine our data and reach their own conclusions
about why health-care reform in Ontario happens and, more frequently,
why it does not.

NoOTES

1. We chose the Cardiac Care Network case, even though it was at the boundary
of our time range for case selection, because it was a landmark decision that
informed how best to approach waiting lists in Ontario and in some other
parts of Canada.

2. Tables providing a timeline of key events related to each case and a summary
of the factors that influenced agendas/ decisions in each case are available at
http:/ /www.queensu.ca/iigr/Res/ crossprov.html.
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District Health Councils provided advice to the Ministry of Health about
any new funding made available to their respective districts, but they had
no overall financial framework within which they operated.

But Birch’s report did exert a significant influence in the Saskatchewan gov-
ernment’s decision to implement a needs-based funding system, as reported
by McIntosh and Ducie in chapter 4.

Some of those interviewed linked the position of the health minister to the
leadership race; however, this sequencing conflicts with the documentary
analysis.
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INTRODUCTION

Quebec’s health and social services system has been under tremendous
pressure since the beginning of the 1990s. The manner in which the Quebec
governments in the period under study, 1990 to 2003, responded to these
pressures was at once similar to and yet different from the way in which
other provinces responded. The similarity reflected the common exposure
to new realities such as the information technology revolution (with im-
plications both for management of health services and clinical practice),
the availability of effective but expensive new breakthrough drugs, the
stress on public finances, and the aging of the population.

The difference was in part due to history. The growth of the welfare
state in Canada (especially from 1963 to 1968, the Pearson years), in-
cluding health services, coincided with the flowering of Quebec’s Quiet
Revolution. Where other provinces looked to Ottawa for leadership,
Quebec blazed its own trail. As the one jurisdiction in North America
with a French-speaking majority, Quebec’s situation was unique. The
determination to preserve and enhance this uniqueness was shared by
most French-speaking Quebecers. Accordingly, francophone Quebecers
relied on the Quebec state, the key institution that they controlled, to
promote modernity and solidarity. One area of difference between Quebec
and other provinces that affected health services was in public adminis-
tration. By the beginning of the 1990s, Quebec’s health system had been
regionalized for two decades. Its regional infrastructure thus had deeper
roots than elsewhere in Canada. A second was in the role of labour. Where
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unions elsewhere in Canada looked to the federal government on mat-
ters of health-care policy, Quebec unions focused on the Quebec state to
which they had a close attachment.

During the study period, there was more dissatisfaction in Quebec with
the health system than in most other provinces (Mendelsohn 2002, 39,
47-48). Demands for structural and political change to Quebec’s health
system were ongoing. In response, governments commissioned reports
to assess needs and in most cases to provide recommendations. Yet, with
one important exception relating to prescription drugs, little reform was
achieved on the six issues that we studied.

In some sense, this chapter seeks to account for a paradox. Quebecers
studied more intensively their health system than was the case in other
provinces. Like other Canadians they approved of the health “model,”
but they were less approving of performance. They had well-researched
reports on the various issues and a substantial policy research commun-
ity to assess the reports and debate the issues. Both political parties that
formed governments appointed, at least for a few years, ministers of
health who were not only well-respected in political and governmental
circles but also medical doctors with strong credentials in the medical
community. How can we explain the reform record?

With a view to illustrating health reform policy decisions undertaken
in Quebec during the turbulent period from 1990 to 2003, we examined
reforms on six significant issues: prescription drug insurance coverage,
the for-profit delivery of health-care services, wait-list management, the
creation of family medicine groups/introduction of alternative physician
payment plans, the regionalization of health services governance struc-
tures, and the effort to move to needs-based funding. The last reform,
needs-based funding, occurred in 2004, after our predefined period of
study, but we include it here because of its long gestation period. For each
of these issues, we studied a specific policy decision or non-decision and
framed the research question accordingly:

1. Why did Quebec adopt a universal pharmaceutical insurance plan?

2. Why did Quebec ignore the Arpin report, which advocated a greater
role for private for-profit services?

3. Why did Quebec establish a decentralized wait-list management
system?

4.  Why, when Quebec implemented family medicine groups, did it make
only minor changes to the fee-for-service payment system?

5. Why did Quebec choose to transform the regional health and social
services boards established in 1992 into regional health and social
services agencies instead of transferring regional powers to the local
level?

6. Why did Quebec take so long to implement a population-based ap-
proach to the allocation of resources for medical and social services?
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To answer these questions, we conducted in-depth face-to-face inter-
views with individuals who had either participated in the political process
at the time or belonged to an organization impacted by that policy. We
also reviewed the entire body of scientific and grey literature published on
each case. We conducted our interviews between May 2004 and December
2005 and spoke to 51 individuals: current and former public servants,
politicians involved with the policies in question, and representatives of
health-care stakeholder organizations (unions, regulatory bodies, profes-
sional associations, and others). As described in chapter 2, interviewees
were chosen through a purposive sampling method: we identified a list
of likely candidates and then, drawing on their input, we identified addi-
tional candidates who met our sampling criteria. Some interviewees were
asked about more than one of the policy decisions. In all, we conducted
53 distinct interviews, all of which were recorded, transcribed, and coded
using NVivo software and an initial coding framework developed by the
research team.

This chapter begins with an overview of the policy context in Quebec,
describing the principal recommendations of the Commission of Inquiry
on Health Services and Social Services and identifying key events (includ-
ing changes in the governing parties) during our period of study. Next
we describe the policy-making process for each of the six policy decisions
studied, organizing our analysis around Kingdon’s (1995) three phases of
the policy-making process: the governmental agenda, the decision agenda,
and the choice of a policy. The key factors behind each policy decision
or non-decision are then discussed in order to determine whether these
factors form a pattern.

QUuEBEC’s PoLiTicAL AND PoLicY-MAKING CONTEXT

To describe the context in which Quebec made the policy decisions studied
here, we begin by discussing the Rochon report, a seminal analysis of the
situation in Quebec that helped to frame issues during the 1990s. We then
set out Quebec’s political context during our study period.

The Rochon Report

The reforms proposed by the Rochon report, published in 1988, can be
traced back at least two decades to the work of the Castonguay-Nepveu
Commission, a commission of inquiry into health and social services cre-
ated in 1966. In 1970, the work of this commission led the government to
adhere to a federal-provincial program for medical services, the Health
Insurance Act (Loi sur l'assurance maladie; Québec 1970). In 1971, the
government adopted the Act Respecting Health Services and Social Services
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(Loi sur la santé et les services sociaux; Québec 1971), which established
12 regional health and social services councils to advise the Ministry of
Health on regional policy.

In 1985, a government led by the Parti Québécois appointed Dr. Jean
Rochon to head a newly formed commission (Commission d’enquéte
sur les services de santé et les services sociaux) charged with evaluat-
ing and proposing improvements to the system that had been in place
since 1971. Generously funded,' the Rochon Commission had the wide-
ranging mandate to study the functioning, financing, and development
of Quebec’s health and social services structures. The Rochon report had
far-reaching results: with the exception of prescription drug insurance,
each of the policies studied by our team would eventually be impacted
by its recommendations (Commission d’enquéte sur les services de santé
et les services sociaux 1988). In the more immediate term, however, the
report prompted Minister Thérése Lavoie-Roux and then Minister Marc-
Yvan Coté of the newly elected Liberal government to publish ministerial
orientation papers proposing various reforms (Ministere de la Santé et des
Services sociaux 1989, 1990). While these papers did not lead to substan-
tive change, they nonetheless paved the way for new health and social
services legislation in the province (Québec 1991).

One of the most important reforms suggested by the Rochon report
related to governance. Criticizing the operations of the regional system,
Rochon suggested transforming the councils into regional health and
social services boards invested with true management authority, tax-
generating powers, and mechanisms for genuine public participation.
Rochon also proposed that government resources be decentralized toward
regional authorities governed by boards of directors elected by and ac-
countable to the regional population. Cognizant that the government was
being held ransom by interest groups, Rochon advocated a fundamental
redistribution of power among the various organizational structures and
levels of administration of Quebec’s health-care system.

Rochon made his recommendations from the position that Quebechad a
strong public health and social services system that should be maintained
and reinforced and whose viability should be ensured. He based these
convictions on three arguments. First, he contended that the public system
had proved its capacity to provide adequate quality of care at reasonable
cost. Second, he felt that systems such as Quebec’s had the merit of ensur-
ing that all residents had more or less equal access to health and social
services. Third, he esteemed it vital that the state remain receptive to the
demands and the needs of vulnerable populations in order to constantly
improve its responsiveness. With this latter point in mind, he suggested
that the province adopt a formal health and social welfare policy (la poli-
tique de la santé et du bien-étre). The province did so in 1992.

In addition to articulating a new vision of health care for Quebec, the
Rochon report recommended practical measures designed to increase
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accessibility to care within the public system. First, the report declared
that fee-for-service payments did nothing to enhance monitoring for vul-
nerable populations or for patients with chronic diseases and suggested
introducing elements of capitation funding and investing in primary
care. Second, the report suggested implementing a regional budget allo-
cation system based on adjusted per capita calculations that would take
health and social services programs into account. The report also backed
a population health approach that would allow communities to develop
programs adapted to their environment, their social profile, their resi-
dents’ lifestyles, and their population’s ability to take charge of its welfare.

The Political Context between 1990 and 2003

One of Canada’s 10 provinces, Quebec is unique in several respects:
its official language (French as opposed to English or both English and
French), its legal system (civil law, not common law), its immigration
policy (Quebec has negotiated the responsibility to select immigrants),
and its generous social policies (parental leave programs, public daycare,
and more). Quebec is also characterized by a reluctance to collaborate
too closely with the federal government on health-care issues, prefer-
ring an interpretation of the Constitution in which health is treated as
an exclusively provincial responsibility. Quebec has accordingly tended
to adopt an empty-chair policy in Ottawa over past years, declining to
participate in a number of joint provincial-federal health-care initiatives
(Forest 2007) even while managing a health system that cannot but be
impacted by events elsewhere in the country.

To a large extent, the history of Quebec’s health-care policies can be
captured in buzzwords. During the 1990s, the most popular buzzword
in Quebec (as in most provinces) was “rationalization.” At that time, the
economic context was difficult across Canada leading to a severe deteriora-
tion in public finances in all provinces. Other chapters in this volume detail
the way in which Ontario, Alberta, Saskatchewan, and Newfoundland
and Labrador coped. In Quebec, the government’s determination to
balance the budget led to unprecedented financial cutbacks (Normand
1996). As a result, between 1993 and 1997, some 300 health-care establish-
ments were closed or merged. The number of health-care workers in the
province fell from 240,000 in 1990/91 to 235,000 in 1995/96 and 216,000
in 1997/98, as thousands of workers left the health-care system to take
advantage of an early retirement program. Nursing staff alone went from
100,000 in 1995/96 to 93,000 in 1997 /98. The number of beds for general
and specialized care was slashed from 28,800 in 1990 to 20,500 in 2001.
The number of hospital beds dropped 26 percent between 1996 and 2001
(St-Pierre 2001). In 1995 alone, several community hospitals were closed
and nine Montreal hospitals shut their doors or changed the nature of
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their operations. Long-term care was also affected: the system went
from being able to accommodate 52,500 long-term-care patients (includ-
ing those who needed housing) in 1990 to 48,600 such patients in 2001
(St-Pierre 2001). Meanwhile, with much of the health-care system being
reorganized to promote the shift toward outpatient care, day surgeries
grew 20 percent between 1993/94 and 1997/98 (Bergeron and Gagnon
2003; Bernier and Dallaire 2000). The spending cuts were planned by the
Quebec Liberal Party, which was in office when the recession began, but
were implemented by the Parti Québécois (PQ) after it won the September
1994 general election. The PQ’s goal in instituting such massive cuts was
to reach a zero deficit.

The legacy of the cutback policies implemented in the 1990s was not
long in making itself known. What began as problems of access to health
care soon led to emergency room overcrowding of crisis proportions. The
change in situation led to a change in buzzword: “accessibility” was the
new mantra, and attention focused on the need for the health-care sys-
tem to find ways to fill the population’s needs. The early 2000s saw new
investments in health care, but by this time new management techniques
and governance principles had gained visibility and policy-makers had
become increasingly preoccupied by the idea of accountability. With the
goal of improving accessibility and coordination of care, the reforms of
those years pursued objectives of accountability, efficiency- and effective-
ness, all principles of New Public Management theory (Aucoin 1990; Denis
1997; Farrell and Morris 2003). But problems of accessibility continued
and public dissatisfaction remained high.?

In addition to economic factors in the 1990s, the 1995 referendum called
by the Parti Québécois was another important force behind the policies
implemented during this period. Only a few thousand votes decided that
Quebec would not pursue negotiations to separate from Canada (Venne
1995). The closeness of the vote affected virtually everyone in the province
and greatly influenced the Parti Québécois, which before leaving office
in 2003 undertook a number of innovative health-care policy decisions
designed to demonstrate its uniqueness among Canadian political parties.
In 2003, the Quebec Liberal Party under Jean Charest won a majority of
seats pursuant to a campaign centred on problems of accessibility to health
care (Parti libéral du Québec 2002). These parties, the Parti Québécois
and the Quebec Liberals, were the two main political forces during the
1990-2003 period although the third party, the populist right-of-centre
Action démocratique du Québec, was not without some influence.

The two largest policy differences between the Parti Québécois and the
Liberals related to the status of Quebec within Canada and the role of the
state. The Parti Québécois purported to promote economic development
while respecting principles of social progress, territorial sovereignty, the
common good, equity, solidarity, social justice, and sustainable develop-
ment (Parti Québécois 2008). The Liberals favoured a reduced role for the
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state and a greater role for individual rights, espousing liberal economic
policies and a strong role for Quebec within the Canadian federation
(Parti libéral du Québec 2008). Four of the reforms studied here took
place under the Parti Québécois: prescription drug insurance, for-profit
delivery (the Arpin report), waiting lists, and alternative payment plans.
Two of the reforms took place under the Liberals: regionalization (which,
as we shall see, was closer to decentralization than to regionalization) and
needs-based funding. During the period of study, only one minister of
health and social services held office under the Liberal party: Dr. Philippe
Couillard.

THE PoLicy-MAKING ProcEss: Six CASE STUDIES

In this section, we present the results for our six cases in chronological
order.

The Prescription Drug Insurance Plan: A Public-Private
Partnership (1996)

Our first case—and the only one of the six that resulted in major reform—
consists of Quebec’s 1996 decision to adopt a universal public-private
prescription drug insurance program. Twenty-five years of public health
care with only limited prescription drug coverage had produced growing
inequity and an increasing public outcry. Quebec’s policy response was
to create an innovative new program founded on collaboration between
public and private insurers (Pomey et al. 2007).

Since the establishment of the public hospital insurance system in
Quebec on 1 January 1961, medication had been provided to all hospital
patients free of charge. Unemployment insurance recipients were also
qualified for free drugs. In 1973, the Quebec government published its
Outpatient Circular, which granted free drug coverage to patients with
certain serious illnesses when treated outside of a hospital (Reinharz,
Rousseau, and Rheault 1999). In 1975, the benefit was extended to seniors
and adults between ages 60 and 64 who received the federal income-tested
guaranteed income supplement or spousal allowance. Prior to 1997,
some 4.5 million Quebecers subscribed to private group insurance plans,
mainly through work, but some 1.1 million Quebecers had neither private
insurance nor public coverage of their medication costs (Gratton 1996).

Quebec’s new prescription drug program (Régime général d’assurance
médicaments) took effect 1 January 1997. Under this program, private
sector companies collaborate with a public insurer to ensure that all
provincial residents are covered for the same range of prescription drugs
at a cost largely adjusted to income. The law (Québec 1996) requires all
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Quebecers to belong either to a private plan offered by their employer or
professional association or to the public plan administered by Quebec’s
Health Insurance Board, the Régie de I’assurance maladie du Québec
(RAMQ 2006). In 2006, 4.4 million residents were covered by private
policies and 3.2 million were members of the public plan (RAMQ 2006).
Coverage in the private sector varies from plan to plan, but the law limits
beneficiaries’ out-of-pocket costs and determines certain coverage condi-
tions, such as which drugs the plans must cover (RAMQ 2004).

Our study participants identified a number of factors that led Quebec to
adopt this drug insurance legislation. In the governmental agenda phase
of the policy decision, discontent with the Outpatient Circular was an
important institutional and interest-related element. Under this Circular,
the government provided free medication to victims of six specific dis-
eases; at the same time, victims of other diseases, for which prescription
drugs were just as expensive, had no subsidies at all. Growing numbers
of people criticized the system as discrimination on the basis of disease,
and the media ran stories of people dying for want of drugs they could
not afford. Non-covered patients were increasingly demanding coverage
for their treatment, and covered patients clamoured for access to the latest
medication. After successive provincial governments commissioned a
series of reports on the question (Comité d’experts sur 1’assurance mé-
dicaments 1996; Comité de révision de la circulaire 1994; Ministere de la
Santé et des Services sociaux 1995a), it became increasingly clear that the
Outpatient Circular should be replaced with a fairer regime.

Another institutional factor that helped put a new drug insurance
program onto the government agenda was the shift to ambulatory care.
Advances in technology, especially new drugs, meant that it was in-
creasingly possible for certain illnesses to be treated and for patients to
convalesce outside of hospital, thus reducing health-care costs. As long
as drugs remained free in hospital but charged out of hospital, however,
the shift to ambulatory care would be compromised.

Under the influence of Jean Rochon, idea-related factors helped to move
the issue from the governmental agenda to the decision-making agenda.
Prior to his appointment as minister of health and social services in 1994,
Rochon, a medical doctor, had worked in public health at the World Health
Organization. He believed strongly in the merits of universal, free drug
coverage and succeeded in moving the prescription drug policy reform to
the electoral platform of the Parti Québécois for the 1994 campaign (Parti
Québécois 1993). When the party gained power, it was already convinced
that implementing a universal prescription drug program was consistent
with its progressive social image.

Once on the decision-making agenda, however, the choice of a policy
was largely determined by financial and interest-related factors. Jean
Rochon commissioned Claude Castonguay, former minister of health and
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social affairs under the Quebec Liberals and ex-insurance industry execu-
tive, to determine the options (Comité d’experts sur I’assurance médica-
ments 1996). The first scenario elaborated by Castonguay consisted of a
universal public regime with or without user contributions. This strictly
public regime was to be funded by global taxes and some user fees and
had the support of large segments of the public. Rochon and various health
professionals including hospital pharmacists also supported a universal
public regime, believing that the best way to ensure equity was to have
a state-run program. Nonetheless, three principal factors made it all but
impossible politically. First, private insurance companies opposed it on
the grounds that they would lose clients. Private insurers were (and still
are) significant employers in Quebec and represent an important interest
group. Many are small, home-grown companies, and loss of this client
base threatened their existence. Second, private pharmacists complained
that a public regime threatened the two-tiered system whereby they
charged higher prices for medication and higher dispensing fees to private
plan beneficiaries than they did to beneficiaries with public coverage.
It also jeopardized sales in the sense that pharmacists sold drugs to the
privately insured that the public system refused to purchase. Because
pharmacists were in direct contact with the public, and the government
counted on them to explain the new coverage system to their clients,
antagonizing the pharmacists would not have been good strategy. Third,
a purely publicly financed system would have meant transferring the
payment of $895 million in premiums from companies on to individuals,
a move that would have alienated the public.

The second scenario elaborated by Castonguay consisted of a univer-
sal private regime. Private insurers would be called upon to insure all
Quebecers, including seniors and the socially assisted. This scenario was
also dismissed by the insurers, who were unwilling to cover the insolvent
and those with high medication costs.

The third scenario was a regime that would protect the public against
the risk of incurring catastrophic costs. The government would cover the
cost of medication for people whose health problems generated expenses
that greatly exceeded their capacity to pay. This regime was comparable
to that which already existed under the Outpatient Circular, but coverage
would be determined according to income and not according to disease.
Having witnessed first-hand the injustice caused by incomplete drug
coverage under the Circular, hospital pharmacists rejected this scenario
on the grounds that it would not solve the problem of inequity. In general,
seniors’ groups and the Quebec Hospital Association supported this op-
tion, as did the insurance companies, as it allowed them to retain clients
for non-catastrophic benefits.

The fourth scenario consisted of a universal, mixed (public/ private) re-
gime. This regime would allow private insurers to coexist with the Quebec
Health Insurance Board, the RAMQ. Employment status (employed,
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socially assisted, retired, or dependent) would be the basis on which
individuals were assigned membership in either the public or a private
plan. This scenario was supported by the private insurers because it al-
lowed them to keep their market share without having to take on new
clients who would be “bad risks.” The pharmaceutical industry was
also in favour of the most universal system possible: that is, the system
that would cover the greatest number of people. The government was
on board for two reasons. First, the user-fee income generated by such a
program would help absorb the debt incurred by the previous program
and allow the administration to more rapidly reach its zero-deficit goal
(savings in the first year of the proposed regime were estimated to reach
$240 million). In this way, the fourth scenario corresponded to the Treasury
Board’s primary criterion when examining any of the scenarios: namely,
to keep public expenditures as low as possible. Second, a non-catastrophic
program that ensured drug coverage for the entire provincial population
would be a first in Canada and would fulfill the Parti Québécois’s man-
date of proving itself able to implement progressive social change with
a genuine “Made in Quebec” program. The Parti Québécois had to move
quickly, though, for at the federal level, the National Forum on Health was
preparing to submit recommendations in favour of a new, Canada-wide
prescription drug insurance program that would add drug coverage to
the basket of Canada’s publicly funded medical services (National Forum
on Health 1997a).

In sum, forces external to the health-care system played a pivotal
role in opening the window of opportunity for a major reform. Most
important in this regard was the Parti Québécois’s decision to insert into
its 1994 election platform a commitment to reform. While that decision
was a response to the fundamentally unfair regime then in existence, it
was subsequently boosted by the Parti Québécois’s wish to pre-empt
the federal government from occupying that space. The presence of Jean
Rochon as a political champion with commitment and clout helped to
ensure that once the window opened, his party’s commitment was not
forgotten.

The result was that interest-related, institutional, ideational, and exter-
nal (mainly financial) factors combined to give Quebecers a comprehen-
sive reform—a reform that ensured that a wide range of prescription drugs
would be available to all residents of the province as part of that province’s
public health-care system. At the time it was implemented, Quebec’s plan
was the only prescription drug insurance program in Canada to cover an
entire provincial population. The federal government never did add drug
coverage to its basket of universal, publicly funded health-care services.
Although some other provinces subsequently broadened their coverage,
Quebec’s plan remains unique both in its public-private partnership
formula and scope of coverage.
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For-Profit Delivery: The Unthinkable Solution (1998-2000)

Our second case consists of for-profit delivery. In 1998, the Parti Québécois
administration responded to a dramatic decrease in health-care resources
and growing problems of accessibility by commissioning the Groupe de
travail sur la complémentarité du secteur privé dans la poursuite des
objectifs fondamentaux du systeme public de santé au Québec. Presided
over by Roland Arpin, its aim was to explore how the private for-profit
sector could help. Once having received Arpin’s report (Groupe de travail
1999), however, the government shelved it. In this section, we examine
the reasons for this non-decision, the only case of the six that did not give
rise to a new policy.

As discussed earlier, in the mid-1990s, Quebec began to reduce health-
care costs and effect a shift to outpatient care with the goal of attaining
a zero deficit. This rationalization caused problems of access and wait
times, and wait lists began to swell. Media reports on the inadequacies of
Quebec’s system and the merits of opening the door to the private sector
were increasingly frequent. With the American system often cited as a
model of accessibility, polls showed that public opinion was not hostile
to introducing the private sector into health care (J.-F. Bégin 1998). More
specifically, in 1998, 55 percent of Quebecers declared themselves willing
to pay to obtain an earlier medical appointment and 74 percent believed
that public-private partnerships would benefit the users of the health-
care system (J.-F. Bégin 1998). Surveys in following years confirmed this
trend: in 1999, 52 percent of Quebecers versus 41percent of Canadians
were in favour of the idea of buying private services (Gagné 1999), and
in 2000, 60 percent of Quebecers agreed that certain services should be
delivered more rapidly to those who wished to pay for them (Sirois 2000).
This proportion rose to 66 percent in 2002, when two of three Quebecers
considered that those who could afford it should have the right to pay
for a private health-care system (Moisan 2002). In short, institutional,
ideational, and interest-related factors—not least increasing public pres-
sure—were combining to give privatization, especially for-profit delivery
but also for-profit insurance, more visibility on the governmental agenda.

At the political level, however, ideational factors caused for-profit de-
livery to meet with considerable ambiguity. Within the Parti Québécois
cabinet was a faction that looked to the private for-profit sector to offset
the failings of the public system and to thus make it easier for the govern-
ment to pursue its goal of a balanced budget. Other cabinet members,
however, including health and social services minister Jean Rochon, were
fundamentally opposed to private for-profit insurance and the suppos-
edly inevitable two-tier system that would result.

In response to pressures from the public and within the party, Rochon
created a commission to examine the issue. In October 1998, in the
middle of a provincial election campaign, Rochon charged Roland
Arpin, a high-ranking career public servant, with evaluating the extent
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to which the private sector complemented the public sector in achieving
the fundamental goals of Quebec’s health-care system. More specific-
ally, Rochon instructed Arpin to evaluate the nature and evolution of
health-care spending in the private sector and to determine the role that
the private sector should play in helping Quebec’s public system meet
its fundamental goals.

Rochon’s strategy was singularly effective at determining the decision-
making agenda. Wanting to put off privatization as long as he could,
Rochon gave Arpin a mandate limited to the study of bridge-building
between the public and private spheres rather than the redistribution of
services per se. Arpin was not asked to make specific proposals, to evalu-
ate the cost or the feasibility of any recommendations, or to suggest ways
to promote privatization. Arpin’s very appointment was strategic: while
Arpin had great credibility in governmental circles on cultural and educa-
tion policy, he was unknown to the medical world. By appointing him,
Rochon bought time and demonstrated goodwill to cabinet members and
to all those who were pushing for greater privatization—while reducing
the import of the very commission he had created.

Following the re-election of the Parti Québécois in November 1998,
Pauline Marois replaced Jean Rochon as minister of health and social
services and confirmed the mandate of Arpin’s group. The Arpin report
submitted to Marois in July 1999 stated that even though the supply of
private-practice medical services had grown slightly in Quebec, such
services remained a very marginal part of the system overall (Groupe de
travail 1999). The report opined that the private sector must be allowed
a greater role if problems of access were to be solved, and made recom-
mendations for planning the role of the private sector in health care. But
in accordance with its mandate, the recommendations consisted of general
principles rather than specific actions.

As health and social services minister, Pauline Marois was responsible
for ensuring the legacy of her predecessor: it was difficult for her to brush
the report aside. But in truth, the issue of privatization was a priority for
neither the government nor Marois. Because the proposals of the report
would have required significant actions to be implemented, it was rela-
tively easy for the minister to avoid making a policy decision, especially
since the issue was so controversial. One senior public servant referred to
itas a Pandora’s box: “This is a field where nobody wants the government
to do anything that can’t be undone. Because in health care, in Quebec, the
moment you bring up the word private, you’ve committed high treason.”

At the governmental level, therefore, ideational and institutional factors
downgraded the import of Arpin’s report. But ideational factors were
important for the public as well. Several of our respondents pointed to
the absence of public consensus around privatization as one of the reasons
for the unpopularity of the concept. Health-care workers and the public at
large often confused private financing and the private delivery of services,
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and the concept of public-private partnerships was similarly nebulous.
Indeed, part of Rochon’s reason for appointing the Arpin Commission
was to educate citizens on the concepts and issues associated with pri-
vatization, to help them realize the extent to which the private sector
was already present in health care, and to bring them to reflect on what
services should be covered by the public versus the private system. But
Quebec’s powerful health-care unions proved to be staunch opponents
to any discussion on the matter. Even the vague proposals of the Arpin
report were poorly received by unions and social groups, which found
them to be overly favourable to the private sector.

Following in the footsteps of her predecessor, health and social services
minister Marois responded to a delicate situation by forming a commis-
sion of her own. In June 2000, Marois instructed the Clair Commission to
produce an overview of the health system as a whole and to explore means
to improve service organization and financing going forward. In this way,
even though the actors did not agree to implement a new policy (the
decision-making agenda), the issue stayed on the governmental agenda.

Waiting Lists: Spokes in the Wheels (2000)

Our third case consists of Quebec’s policy response to growing waiting
lists, a problem that confronted all Canadian provinces at roughly the
same time. In the mid-1990s, a conjunction of factors lengthened waiting
lists in Quebec’s health-care system, especially for general and cardiac
surgery. The issue was exacerbated by hospital closures, bed reductions,
amassive early retirement program for health professionals, and the gov-
ernment’s failure to invest monies realized from the closing of community
hospitals into front-line care as originally planned. The resulting waiting-
list crisis provoked concern and outrage, and both patient advocates and
medical professionals complained vociferously: some 35,000 Quebecers,
it was claimed, were awaiting surgery of some kind (Lessard 1995; Presse
canadienne 1995). The media took up the cause, at one point producing
daily profiles of wait-listed people at risk of death as a result of a delay
in their treatment. Without reliable data on the state of wait times in the
province, the government was defenseless against the mounting pres-
sure. On several occasions, it responded by unexpectedly injecting funds
into the system, not strategically but to buy short-term respite (Dufour
2000; Lessard and Bégin 2000). The problem was clearly present on the
governmental agenda, but it would take several years for it to reach the
decision-making phase.

Government awareness of the waiting-list problem can be traced to
1993, when the administration created two working groups to examine
the issue (Comité de gestion des listes d’attente en cardiologie tertiaire and
Groupe de travail sur la chirurgie générale et orthopédique au Québec).
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The groups’ findings were discouraging. It was not infrequent for local-
level health-care institutions to use handwritten waiting lists that made
it impossible to compare data between institutions, let alone glean the
magnitude of the lists around the province. The allocation of operating
room facilities often took place on the basis of physicians’ personal in-
fluence rather than relative need, and the very definition of waiting lists
differed from one institution to the next. These and other findings made
it clear that Quebec lacked the tools to evaluate the magnitude of its wait
lists, let alone produce a quick solution. Rather, it would be necessary to
study the treatment trajectory of illnesses in their entirety to determine
where the roadblocks were located.

In 1995, health and social services minister Jean Rochon moved the issue
forward by creating the Action Plan for Access to Surgical Care and the
Support Group for Access to Surgical Care (Ministere de la Santé et des
Services sociaux 1995b). Under this program, health-care administrators
began to gather waiting-list information on an irregular basis three to
four times per year, but most data still failed to make their way to the
ministry. At this point, the leading hypothesis was that ongoing reforms
such as the decentralization of services and the shift toward ambulatory
care would change the structure of the health-care system and fix problems
of access. But by 1998 it was evident that the reforms were actually ag-
gravating the problem, especially since the funds earmarked for front-line
care had failed to materialize. At the same time, limits to the quality and
reliability of the data compiled since 1995 were becoming apparent. By
August 1998, the Support Group for Access to Specialized Surgical and
Medical Care had clarified the issue: rather than compile for the sake of
compiling, it would be necessary to develop systems and tools to assist
administrators to manage and prioritize cases in real time.

Meanwhile, Montreal’s regional board for health and social services
had, on its own initiative, begun to work on waiting lists for heart sur-
gery, orthopedics (hip and knee), and cataract surgery using the United
Kingdom'’s National Health Service (NHS) model. In the spring of 1998,
the regional board added the management of waiting lists to its strategic
plan. The idea made its way onto the electoral platforms of Quebec’s two
main political parties before the fall elections, and by 1999, the reduction
of wait times was a priority of the newly re-elected PQ government.

In the background, however, lurked important interest-related factors:
reticence on the part of the medical profession and the health-care institu-
tions to participate in wait-list management strategies. Many surgeons
were convinced that the problem of waiting lists was principally caused
by a lack of resources and that only the allocation of additional resources
would solve the problem. According to them, waiting lists were nothing
more than a short-term, labour-intensive means of managing a system
that the government was choosing to deprive of necessary funds. Other
surgeons worried that a wait-list management system would undermine
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their authority by taking the decision of when and on whom to operate
out of their hands. Still others saw long waiting lists as a measure of their
professional success. Institutions were also unenthusiastic about assigning
staff to track the lists: with budgets already strained by cutbacks, the pro-
ject seemed an additional burden that did little to resolve the real problem.

After some procrastination, Pauline Marois, who succeeded Jean
Rochon as health and social services minister in 1998, decided that the
only effective means of addressing the opposition to wait-list management
was with transparency. But monopolized by the problem of emergency
room care, the ministry continued to view the dossier as a technical rather
than a political matter, and the actual choice of a policy was, for the time,
left to ministry employees. Staff accordingly began to design the Service
Access Management System (SGAS), a wait-list management system
that aimed to generate reliable data, rank patients fairly, and determine
acceptable wait times. Administrators studied the Saskatchewan Surgical
Care Network and the Western Canada Waiting List Project and visited
the Cardiac Care Network of Ontario. Their ambition was to develop a
centralized system that would rank the importance and urgency of all
surgeries in the province based on criteria elaborated by an expert panel.

Two interest-related factors, however, short-circuited this ambition.
The first concerned the political urgency of the project: with all eyes on
emergency room crowding, mundane data collection took a back seat
and the wait-list project was not given the funding necessary to establish
ranking criteria for all surgeries or to implement the system beyond the
institutional level. The other was the resistance of the medical community.
Physicians in Quebec tend to identify strongly with their specialization,
and uniting all specializations with a view to developing a common
prioritization matrix quickly led to gridlock. Getting doctors to agree on
codes of best practice that determined who to operate on, when, and in
what order proved to be similarly impossible.

Faced with these difficulties, Health Minister Marois decided in March
2000 that the system should prioritize tertiary cardiology (cardiac surgery,
angioplasty, and diagnostic catheterization). Marois’s decision had two
immediate advantages. The first was institutional in nature: the strategy
would allow the SGAS project to be implemented and evaluated in one
medical specialization before additional funds and time were invested
in others. The project could thus move forward, albeit in one specializa-
tion only, rather than be aborted due to the difficulties of establishing
a cross-disciplinary consensus on the prioritization of care. The second
advantage was interest related. By prioritizing one specialization, the
government could succeed in reducing wait times for one of the groups
most dramatically affected: patients awaiting heart surgery.

Itis for these reasons that in 2003-2004, Quebec’s SGAS system evolved
to take clinical data into account when weighing cases and risk factors
for tertiary cardiology. On the basis of the weight and urgency of each
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case, experts developed a ranking system that prioritized patients on
lists for each participating institution. But whereas the system was ori-
ginally meant to be implemented for all surgeries, it was extended only
to radio-oncology at that time. Even for these two types of surgery, the
system ranked cases only by institution and not across the province as
was originally intended.

Philippe Couillard’s appointment as minister of health and social
services under the Quebec Liberals in 2003 briefly promised to resusci-
tate one of the original goals of the SGAS project: the publication of
waiting-list data. When he first took office, Couillard proposed to make
the lists available on the Internet so that Quebecers could shop for care.
But while institutional waiting lists for certain surgeries are now posted
on the Internet (Ministere de la Santé et des Services sociaux 2008), the
information available for each region is not updated frequently enough
to allow patients to use it to make an informed decision about where to
obtain treatment.

In summary, the instauration of SGAS was a relatively weak and limited
reform. Although a wait-list monitoring system was indeed introduced,
establishments participated on a voluntary basis and the system applied
only to a small number of procedures. To this day, wait-list management
remains at the organizational level.

Alternative Payment Plans: Inching Toward Change (2000-2002)

Our fourth case consists of Quebec’s venture into alternative pay-
ment plans with the establishment of family medicine groups (FMGs).
Introduced in 2001, FMGs were first and foremost intended to revolu-
tionize the paradigm and the philosophy of how primary care services
were organized. This they proposed to do by changing case management
practices and by introducing a multidisciplinary approach to front-line
care. While reforming payment schemes was not a primary objective,
FMGs were also intended to introduce new terms of physician remunera-
tion, such as capitation. In practice, however, FMGs resulted in only
moderate changes to Quebec’s fee-for-service model, and while the new
FMG structure is believed to benefit rural populations, the model is less
popular in urban regions, especially Montreal.

The roots of alternative payment plans are over 30 years old. In the
1970s, primary care under Quebec’s medicare system was mainly pro-
vided through local community service centres (CLSCs), most of whose
doctors were salaried, and private practices, where physicians operated on
a fee-for-service basis. In the 1980s, however, Quebec’s Ministry of Health
and Social Services slowed investments in the CLSC model. It had become
clear that physicians were reluctant to join CLSCs: some 75 percent of the
doctors paid by the public system operated in private practices where
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they earned more money and enjoyed greater autonomy. In an environ-
ment where treatment was growing increasingly complex, however, the
multiplicity of independent providers was affecting the continuity of
care. During the mid-1990s, cutbacks to the health sector laid the ground-
work for emergency room overcrowding that was worsened by an aging
population. By the end of the decade, overcrowding had reached crisis
proportions. The Ministry of Health and Social Services held provincewide
forums on the problem, and a hypothesis began to emerge: if services were
better integrated upstream, that is to say, in primary care, patients would
have an attractive—and less costly—alternative to crowded emergency
rooms (Ministere de la Santé et des Services sociaux 1999).

The Ministry of Health and Social Services was not alone in believing
in the merits of more integrated services. In 2000, the College of Family
Physicians of Canada filed a report that proposed a model for primary
care services based on family practice networks made up of interdisci-
plinary teams (College des médecins de famille du Canada 2000). The
same year, the Quebec Federation of General Practitioners recommended
reorganizing medicine into private practices operating within integrated
networks (SECOR 2000). A consensus began to emerge: better continuity
of care, greater coordination, and more primary physicians would im-
prove health-care delivery and maximize available funds. By 2000, then,
ideational and external financial factors had placed the reorganization
of primary care firmly on the governmental agenda. Rather than take
immediate action, however, the government was obliged to delay, as
ongoing budget cuts precluded an injection of funds.

As an alternative, then, and in order to better define the choice of a
policy, health and social services minister Pauline Marois appointed
Michel Clair, a lawyer and former politician who had been the minister of
revenue, the minister of transportation, and the president of the Treasury
Board under the Parti Québécois, to head the Commission for the Study
of Health and Social Services. Among other duties, the Clair Commission
was charged with proposing solutions for reorganizing primary health-
care services. The findings of the Clair group would come to define the
decision-making agenda.

One of the measures that the commission took to fulfill its mandate
was to visit establishments in Canada and abroad that had reorganized
primary care services. Two cases in particular captured the attention of
the commission members: General Practitioner Fundholders in Britain,
and Health Maintenance Organizations in the United States, especially
Kaiser Permanente. These two models had certain elements in common:
first, a solid organization based on the sharing of material and human re-
sources; and second, a sound understanding of the clientele and of service
integration. The commission also studied whether creating partnerships
between Quebec’s CLSCs and local doctors’ offices could help integrate
a population-based approach without requiring patients to register with
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a specific doctor or CLSC. Lastly, the commission consulted the Quebec
Federation of General Practitioners (FMOQ), looking for ways to integrate
its recommendations. Using the information thus gathered, it elaborated a
test model and met with the public to solicit feedback and build support.

In its final report submitted in December 2000, the Clair Commission
recommended a system that would retain physicians in both CLSCs and
private practices but would reorganize doctors into family medicine
groups (FMGs)—voluntarily constituted teams of professionals respon-
sible for providing services to a given population (Commission d’étude
sur les services de santé et les services sociaux 2000). Participating phys-
icians would share resources and support staff, and patients registered
with the group would have access to any of its doctors, not just their
own primary care physician. Remuneration would consist of three ele-
ments: capitation according to the number of patients registered, a base
amount, and fee-for-service payment. Most importantly for the politics,
FMGs would be responsible for providing patients with around-the-clock
access to primary health care.

Once the Clair report was filed, the choice of a policy took place in record
time. In February 2001, less than two months after the release of the report,
health and social services minister Marois announced the government’s
intention to move forward with FMGs. The rapidity of Marois’s response
can be understood in light of the availability of new federal funds: the
Primary Health Care Transition Fund, a federal sum earmarked for finan-
cing initiatives designed to improve primary care (Santé Canada 2007).
Marois’s successor, Rémy Trudel, entrusted the execution of the FMG
model to ministry staff members who set up implementation and advisory
committees and enlisted the participation of medical professionals, union
representatives, and hospital managers. Members of the implementation
committee studied Ontario’s primary health groups, sketched out a model
for groups of a given size, and designed mechanisms for accessibility,
registration, continuity, case management, and interprofessional collab-
oration. But intent on the political advantages of rapid implementation,
the ministry pursued implementation without first negotiating salary and
operating conditions with the FMOQ. This approach was in stark con-
trast to Clair’s recommendation to consult stakeholders closely in order
to develop a flexible model. Indeed, the physicians complained that the
ministry was developing the most detailed, centralized model possible
without adequate discussion with them even though they would be the
most affected by the reform (Dutil 2002).

Part of the reason for this purportedly unilateral approach on the part
of the ministry was interest related and consisted of political pressures.
The idea of around-the-clock access to primary care physicians had
struck a chord with the public, and the ministry rushed to announce
the implementation of FMGs during the 2001-2002 pre-election period.
Politicians campaigning on the issue were intent on getting as many
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FMGs as possible up and running: they pressured the ministry to push the
project through even before negotiations were complete. Feeling coerced
and pushed aside, however, the FMOQ insisted that it would not accept
FMGs without first negotiating operating conditions and the terms of
doctors’ remuneration (Paré 2001; Sirois 2001).

One of the most contentious issues was around-the-clock access. While
24-hour access was for political reasons of prime importance to the min-
istry, physicians resisted, particularly as the registration aspect of FMGs re-
quired them to sign a contract with their patients: the contract introduced
an unaccustomed level of accountability to a profession whose members
often saw themselves as independent entrepreneurs. Furthermore, even
though the FMOQ was in favour of the FMG concept, it also protested
against what it termed the government’s complex and bureaucratic means
of implementing the new groups, namely, the requirement for each FMG
to execute three kinds of formal association agreements.

The government’s rush to claim victory, before negotiations had even
begun, ultimately affected the reform itself. The legal complexity of the
proposed new structures and the pressure to push through negotiations
with the FMOQ meant that the policy originally chosen—the FMG model
as proposed by the Clair Commission—was not, in the end, the policy
that emerged. By the time that the FMOQ and the Ministry of Health
and Social Services came to an agreement in 2002, registered patients’
around-the-clock access to a primary physician was watered down to
around-the-clock access for frail patients only.

Changes to the remuneration system that had been considered the
cornerstone of the reform also failed to occur. Most of the remuneration
paid to FMG physicians remained fee-for-service. FMG physicians also
received $7 per patient registered, an additional amount to cover ad-
ministration and communication costs, and a three-hour session fee for
interdisciplinary tasks and non-clinical activities. When taken one by one,
these sums do not appear excessive, but when totalled, they represented
a 15 percent increase over the remuneration of a primary care physician
who chose not to practice in an FMG. The ministry also paid the salary
of two nurses and two administrative assistants per FMG and gave com-
puter equipment to each group. An additional sum of $7 per visit was
paid to physicians who cared for vulnerable patients. But because salary
negotiations in Quebec were (and remain) centralized, any sum paid by
the government to a general practitioner working in an FMG also had
to be paid to other general practitioners in the province. This extension
of benefits to all physicians, not just those working in an FMG, substan-
tially weakened the structure of financial incentives designed to attract
physicians to FMGs in the first place. The result has been that means of
remunerating doctors—one of the goals of the reform—have not changed
much since FMGs were created, but physicians’ pay has gone up.
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FMGs came up against another problem in Montreal, Quebec’s largest
population centre. In 2001, a stand-off between the president of the FMOQ
and the minister of health and social services, Rémy Trudel, took place.
Trudel insisted that there would be no exceptions to the standard FMG
model, not even in Montreal. The FMOQ, in contrast, wanted to work out
an alternative model adapted for Montreal, where solo practices, little or
no case management, walk-in clinics, and a multiethnic clientele posed
particular challenges (Fédération des médecins omnipraticiens du Québec
2001). While an agreement was eventually reached, the number of FMGs
in the Montreal area never grew as anticipated.

In summary, FMGs were a reform with great promise that floundered
in the implementation phase after the succession of four health and so-
cial services ministers. The government was quick to follow up on the
recommendations of the Clair Commission because there seemed to be
consensus on the general values and central principles of Clair’s model.
Stakeholders saw FMGs as a solution to problems of accessibility and
agreed on the need for more equity, improved continuity of care, better
disease prevention, more health promotion, improved case management,
and more interprofessional collaboration. But when it came to translating
principles into action, interest-related, ideational, institutional, and finan-
cial factors led decision makers to de-emphasize the element that was to
have been a key characteristic of the model: changes to the remuneration
system of Quebec’s physicians. This reticence can be partly explained by
the fact that the reform was more oriented toward the reinvigoration of
primary care than toward the implementation of alternative remuneration
models. Without a clear commitment on the part of the administration to
move away from fee-for-service payments, the reform remained marginal.

Regionalization: The Wedding-Cake Model of Governance (2003)

The first step toward the regionalization of health services in Quebec took
place in 1971, when the Ministry of Health and Social Services gave the
province its first regional-level structure in the form of 12 regional health
and social services councils. In 1991, Marc-Yvan Co6té followed the recom-
mendations of the Rochon Commission and replaced the councils with 18
regional health and social services boards whose territorial boundaries
followed the same lines as Quebec’s administrative regions. The regional
boards had full power to plan and organize services and allocate resources
(Québec 1991). The idea was to create regional entities whose boundaries
made intelligent use of local sociopolitical characteristics, thus facilitat-
ing the efficient organization of services and care. The next major step
toward regionalization took place in 2003 when, just a few months after
the provincial election, the new Liberal administration adopted Bill 25
(Québec 2003). This bill significantly altered the responsibilities of the
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regional level by transferring the management and the organization of
health and social services to the new local-level health and social services
centres created by the same law (see Table 6.1). In contrast to the 1991
reform, the priority of Bill 25 was to decentralize, not to regionalize per se.

With this brief history, we see that regionalization has been a low-key
but integral part of Quebec’s health and social services system for the past
35 years. As far back as the Castonguay-Nepveu Commission of 1966,
government-commissioned reports have influenced how the concept of
regionalization has evolved. Indeed, the drive to decentralize services
has helped to determine the very shape of Quebec’s health-care system.
But because regionalization has been part of the government agenda for
such a long time, it is difficult to determine the precise precursors of the
reforms of 2003. Instead, it is more realistic to conceive of regionaliza-
tion as an ongoing matter that has changed as regional structures have
evolved. What is certain is that a climax took place in the 1990s, when
growing costs culminated in the large-scale restructuring of the health-care
network. It was at this time that the regional boards undertook the first
mergers of local establishments by merging certain CLSCs and CHSLDs
(residential and long-term care centres).

After the events of the 1990s, the next significant step toward region-
alization was the 2000 appointment of the Clair Commission. The Clair
Commission was responsible for holding public debates on the challenges

TABLE 6.1
Changes in Responsibilities of Three Levels of Government before and after 2004

Before 2004 After 2004

Provincial level Ministry of Health and Social Ministry of Health and Social
Services Services

Regional level 16 regional health and social 15 health and social services
services boards (regional boards) agencies, 1 regional board,
and 2 regional councils 1 regional health and social services

centre, and 1 Cree council

Local level + 328 publicinstitutions, each « 95 health and social services
with its own governing board centres (HSSCs)
(as of May 2004) « 96 public institutions not

merged with HSSCs (mainly
teaching hospitals, rehabilitation
centres, and youth centres

with regional or supra-regional
missions as of September 2009;
Ministére de la Santé et des
Services sociaux, 2009)
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facing Quebec’s health and social services system and for suggesting
ways to better organize the system. In the first debates, speakers accused
the regional boards of meddling in the management of local institutions
and called for the boards to be abolished. Later, stakeholders and ex-
perts counter-argued that the regional boards played an important role
in the management of the health-care system and should be preserved.
By the end of the public hearings, the Clair Commission had come to
recognize interest-related and institutional factors and recommended
against changing the number or territorial boundaries of the boards on
the grounds that “the regional boards and the regions that they serve
are the result of delicate political negotiations” (Commission d’étude
sur les services de santé et les services sociaux 2000, 211). In this way,
the commission respected the boundaries of Quebec’s administrative
regions, which also govern the organization of the province’s education
and environmental programs. The commission did, however, advocate
implementing decentralized, integrated primary care services based on
a population approach.

At the urging of health minister Francois Legault, the Parti Québécois
government responded to the Clair report in 2001 by adopting Bill 28
(Québec 2001). Bill 28 did not revamp Quebec’s governance structures
per se but nonetheless made significant changes to management methods,
accountability measures between various levels of the system, and the
composition of boards of directors.

It was not until 2002 that regionalization reached the decision-making
agenda on a larger scale. Health care was a central issue in the 2003 elec-
tion campaign, and all three of Quebec’s principal political parties pro-
moted their own vision of how the governance of the health-care system
could best be regionalized. The most radical of these visions came from
the Quebec Liberal Party, which called into question the representative
nature and accountability of the regional boards. It criticized them as
intermediary structures that offered no services and that lacked regula-
tory and taxation powers (Parti libéral du Québec 2002). The Liberals
promised, if elected, to abolish the boards and entrust the coordination
of services to local institutions.

The Quebec Liberals beat the incumbent Parti Québécois at the polls in
April 2003 and promptly appointed Dr. Philippe Couillard, a neurosur-
geon, as minister of health and social services. Eager to fulfill his party’s
electoral promises, Couillard decided that decentralizing services to the
local level would be one of his first priorities. Framed around the desire
to improve accessibility, integration, and the continuity of care, the re-
form’s less explicit goals included greater accountability, greater effective-
ness, and lower costs as per the principles of New Public Management
philosophy.

Summer 2003 thus became a period for reflection on the organizational
model that would best articulate the goals of the reform. Researchers
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studied Canadian and foreign experiences with decentralization and
found their greatest inspiration in Alberta’s model. This model was organ-
ized on two levels, a provincial level and a regional level, and had greatly
integrated the province’s health-care services. But the team objected to
the scale of Alberta’s mergers, which it felt would be excessive in Quebec.

The local service network model that eventually emerged from this re-
search process was the fruit of the participation of a range of stakeholders.
The model was designed to integrate institutions on a local and territorial
basis as originally recommended in the Clair report. It was soon crafted
into legal form as Bill 25, which the Liberal party submitted to Quebec’s
National Assembly in November 2003. Bill 25 was organized around two
principal measures. First, it converted 15 regional boards into health and
social services agencies.* The territorial boundaries remained unchanged.
Second, Bill 25 merged Quebec’s local health and social services estab-
lishments into 95 health and social services centres (HSSCs) responsible
for offering, managing, and organizing a full range of services to the
population on their territory. To fulfill this responsibility, HSSCs were
instructed to develop local service networks by negotiating agreements
with the various establishments and providers in their territory, includ-
ing pharmacies, medical clinics, family medicine groups, and community
organizations. Each local service network would be ultimately responsible
for the health of the population to which it provided services and was
accountable to the agencies for its performance (Ministere de la Santé et
des Services sociaux 2004).

In early December 2003, a parliamentary commission on the bill took
place. Much of the criticism centred on the merger of institutions whose
missions, visions, and operating philosophies differed substantially. The
original bill required that all hospital centres without exception be merged
into HSSCs, and members of CLSCs were fearful that a hospital-type
mentality would come to dominate traditional primary care activities.
The government agreed to allow some exceptions to the mergers, for ex-
ample if the population served by the institutions in question presented
sociocultural, ethnic, or linguistic singularities. In that way, the project
resolved institutional issues and integrated ideational factors to garner
stakeholder support.

Implementation of the reform began in early January 2004. The newly
created agencies were instructed to “draw up and propose an organiza-
tion model based on one or more local services networks covering all
or part of the agency’s area of jurisdiction” (Québec 2003, 2). Agencies
were given just three months to propose their organization models, a
process that required intense negotiations and political compromise in
several regions (Contandriopoulos et al. 2007). The regional proposals
were submitted in April 2004. In June 2004, health minister Couillard
announced the creation of 95 HSSCs, some of which were more reflective
of opportunism than of a genuine commitment to take local social and
economic realities into account.
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In hindsight, there is no doubt that this reform altered the powers
of the regional level of Quebec’s health-care system. The management
and organization of health and social services were transferred from the
regions to the HSSCs and, in return, the agencies’ responsibilities for
accountability, financial coordination, human resources planning, and
accreditation were strengthened. These changes were later confirmed by
Bill 83 (Québec 2005), which further adjusted the responsibilities of each
level of governance.

One of the most interesting characteristics of the reform was its rapidity.
This rapidity can be largely attributed to politics and political change: the
reform was a priority of the newly elected Liberal government. Pressures
by interest groups forced the government to abandon its project to abol-
ish the regional boards, but by rechristening them regional agencies, the
administration kept face and respected its electoral promise. The result
is that unlike several other provinces, Quebec still operates a three-tier
service organization model that has retained regional-level institutions
and guarantees the autonomy of the boards of directors of local-level
health and social services institutions.

Insofar as devolution is concerned, however, the 2003 reform is clearly
a step back. It is not accidental that the regional agencies lost their man-
agement, coordination, and service integration duties to the local level in
exchange for continued planning responsibilities and the new prerogative
to supervise management and accountability agreements. This redistribu-
tion of responsibilities suggests that hidden behind its move to decen-
tralize, the government actually intended to bring greater centralization
to the health-care system and thus break with Rochon’s 1980s model for
political and democratic regionalization (Martin, Pomey, and Forest 2010).
In the end, the provincial government’s decision to invest the agencies
with strong managerial responsibilities positioned the provincial level
with greater control over Quebec’s health-care system.

Needs-Based Funding: When Morality Meets Politics (2004)

Our final case consists of the evolution of budget allocation methods for
regional-level health-care structures funded by the Ministry of Health and
Social Services and for local health-care establishments funded by regional
structures. In 2004, years of policy debate came to fruition when, in the
spirit of New Public Management philosophy, new budget allocation
methods were adopted to promote equity across regions and to facilitate
the transition of the system from disease-centred to prevention-centred
medicine that respected the principles of population health. Even though
the reform took place after our predefined period of study, its amplitude
and importance after so long a gestation period persuaded us to extend
the period of study for this one case. As a result, this section analyzes
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why the policy failed to move forward for a number of years and then
finally proceeded, albeit in a limited manner, in 2004.

Prior to the decision of 2004, health-care institutions in Quebec were
mainly funded on the basis of past budgets. It is true that the Act Respecting
Health Services and Social Services specified that the Ministry of Health and
Social Services would fund regional boards on the basis of the number
of residents in the region and that the regional boards would then dis-
tribute those funds among health-care institutions in their territory. But
in practice, population-based funding took place only marginally. Year
after year, the ministry renewed the budgets of the regional boards ac-
cording to what the boards had spent the year before. This did nothing
to encourage efficiency or to ensure equity between regions: some areas
lost population while others gained, and the fact that budgets were not
adjusted accordingly resulted in growing discrepancies in the services
rendered in different parts of the province. The situation only worsened
as the health-care system evolved toward a more community-based ap-
proach to the delivery of care.

The first signs of a needs-based budget allocation system reaching
the governmental agenda lie as far back as December 1987. At that time,
the Rochon report advocated allocating resources on a regional basis.
This suggestion was tied to the Rochon Commission’s proposal to cre-
ate regional health and social services boards. A former proponent of
program-based funding, Liberal minister of health and social services
Thérese Lavoie-Roux backed the proposal and brought greater clarity to
the concept of client-focused programs. It was not until 1991, however,
that regional boards replaced regional health and social services councils.
Meanwhile, budgets continued to be allocated on a historical basis: they
were merely recalculated to conform to the territorial boundaries of the
newly created boards.

In 1993, the Ministry of Health and Social Services created the Working
Group for the Allocation of Financial Resources, charged with creating
a frame of reference for allocating the budgets of Quebec’s health-care
system. The working group’s mandate was to address policies, orienta-
tions, service organization, resource allocation, and accounting. But the
group’s recommendations centred on changing the information systems
of hospital centres so as to better track costs and activities (Groupe de
travail sur I’allocation des ressources financiéres 1993). It was difficult to
change budgeting methods, the group argued, as long as data on expendi-
tures continued to be fragmentary and inconsistent from one institution
to the next. For institutional reasons, therefore, budgeting for establish-
ments continued to occur mainly on a historical basis. The ministry did,
however, begin to use population-based data to distribute development
funds and assign budget cuts.

There was another reason for the delay in moving needs-based funding
to the decision-making agenda: an interest-related one. The explanation
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lies in the nature of Quebec’s electoral system (Select Committee on the
Election Act 2005):

Under the current system, regions that have sustained a loss of popula-
tion continue, because of certain concessions, to elect the same number of
members as before, which ensures that their representation in the National
Assembly remains constant. Members from urban constituencies therefore
tend to represent proportionately more people than do Members from rural
constituencies.

This quirk in Quebec’s electoral system meant that an impartial, popula-
tion-based funding system risked cutting health-care dollars in regions
that were losing population. In other words, needs-based funding prom-
ised to be politically unpopular in the very regions where votes were most
valuable. As will be seen in chapter 7, a similar situation in Newfoundland
and Labrador influenced decisions in that province as well.

In the event, political reticence would somewhat give way to financial
factors. The budget cuts of the 1990s and the government'’s failure to in-
vest the savings thus realized into front-line care, as originally intended,
reduced hospitals’ spending power. While some institutions found
creative ways to respect their new budgets, others ran up large deficits.
So when hospital spending began to grow again in the late 1990s, most
of the money went to filling the deficits of those hospitals that had in a
manner of speaking been the least financially successful. Of course, the
disadvantage of this strategy was that it penalized hospitals that were
more adept at managing their funds. In order to avoid this situation
happening again, the Parti Québécois government and health and social
services minister Pauline Marois introduced new legislation on balanced
budgets in 2000. The Act to Provide for Balanced Budgets in the Public
Health and Social Services Network (Québec 2000), submitted in March and
adopted in June, prohibited health-care establishments from running
budget deficits. Notwithstanding the new legislation, some health-care
establishments continued to accumulate significant deficits and indeed
felt justified in doing so.

This situation finally compelled the ministry to truly turn to a budget
allocation method that used efficiency measures and/or a population-
based approach. At the urging of the deputy minister of health and social
services, Pierre Gabriele, a committee was created to re-evaluate budget-
ing methods for hospital centres. A second committee was created to re-
evaluate budgeting methods for CLSCs (local community services centres)
and CHSLDs (residential and long-term care centres). Denis Bédard,
former secretary of the Treasury Board and professor at Quebec’s School
of Public Administration in Montreal (Ecole nationale d’administration
publique), was appointed president of both committees. Chosen for his
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prominence in the field and his expertise in finance, Bédard’s appointment
testified to the government’s intention to find a real solution.

Bédard’s committees faced important challenges. As difficult as the
calculations were sure to be, the hospital budgeting committee hoped
to estimate future performance by comparing the costs of treatment of
a given pathology between two institutions and adjusting budgets for
increased efficiency. But the CLSC and CHSLD environments were char-
acterized by a dearth of standardized data, forcing the committee to base
its calculations on a number of unknown variables. How many seniors
needed shelter? How many young people needed housing? What costs
were reasonable to treat cases that varied in severity and number? And
perhaps the most difficult question: how to predict service use over time.

Bédard'’s report on hospital centres was submitted in December 2001,
and the report on CLSCs and CHSLDs followed six months later (Comité
sur la réévaluation du mode de budgétisation des centres hospitaliers de
soins généraux et spécialisés 2002; Comité sur la réévaluation du mode
de budgétisation des CLSC et des CHSLD 2002). Both reports recom-
mended that budgets be allocated on a program-by-program basis for all
three levels of operation: ministry funding of regions, regional funding of
health-care institutions, and health-care institutions’ funding of services.
For hospitals, commissioners wrote, the ministry should fund regions
according to the population’s needs and the average consumption of
services, adjusted for costs engendered by the exchange of services be-
tween regions (Comité sur la réévaluation du mode de budgétisation des
centres hospitaliers de soins généraux et spécialisés 2002).° Regions should
allocate hospital resources on a program-by-program basis adjusted for
factors like teaching activities, research activities, and the remoteness of
the location. Finally, hospital institutions should allocate their resources
by program using a normative approach that considered the services
provided (volume and complexity) and standardized costs.

As for CLSCs and CHSLDs, the volume of consumption of services
should first be estimated at the ministerial level for each program,
provincewide, and then multiplied by average standardized costs. The
budget for each program should then be distributed among regions using
a population-based approach that standardized consumption levels after
adjusting them for regional factors. Regional budget allowances should
be adjusted to compensate for the net effect of service exchanges between
regions. The regional boards were to use the same normative approach
to distribute resources among health-care establishments, based on the
volume of comparable services and standardized costs adjusted for fac-
tors that affected a given establishment.

Bédard’s committees used a threefold argument to promote their rec-
ommendations. First, budgeting under the proposed system would be
based on an objective understanding of changes in beneficiary profiles,
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services, and costs, making it easier to more accurately predict the health-
care system’s financial needs. Second, the population-based approach
would ensure an equitable distribution of resources. Third, the use of
standardized costs would stimulate efficiency and improve performance.

But political reluctance to upset influential non-urban voters continued
to delay the implementation of the reform, and in the end, needs-based
funding only moved from the governmental agenda, where it had been
for 15 years, to the decision-making agenda with the 2003 election victory
of the Quebec Liberal Party. Armed with a majority of seats, the Liberals
lost no time in fulfilling their election promise to regionalize care. In
December, with a majority in the National Assembly, the Liberals passed
Bill 25 replacing the regional boards with regional agencies in charge of
creating local health and social services networks. The new structure
provided an excellent cover to move forward on needs-based funding.
The new health and social services minister, Philippe Couillard, appointed
associate deputy minister of health and social services Pierre Malouin to
head the new Permanent Consultation and Coordination Committee for
Resource Allocation, charged with creating a needs-based budget alloca-
tion formula. Malouin had developed a similar formula for the Ministry of
Education, which turned out to be too simple to apply to the more complex
field of health care. But by dividing the work among subcommittees, the
permanent committee eventually developed a formula that found favour
with the Quebec Hospital Association and the associations of CLSCs and
CHSLDs. This agreement freed the ministry to choose a policy.

By this time, it had become evident that the new budgeting system
could not be applied overnight. According to the formula, some regions
had large surpluses that could not be redistributed all at once without
throwing the system into panic. This was the case of Montreal, where the
annual surplus was in the order of $200 to $225 million. For institutional
reasons, therefore, the administration gave itself five to seven years to
bring budgets in line with needs-based calculations by shaving money
off development funds every year and leaving operating funds intact.
Minimum levels of services and minimal teams were also developed for
remote regions where readjustments would have otherwise been too dra-
matic—and the political fallout too severe. The Liberal strategy also had
the advantage of securing the support of interest groups who suspected
that their regions would lose out in the long run but who were placated
by the promise that funding would be cut only gradually. Opposition was
also muted by the technical nature of the funding calculations, which at
the development stage made it impossible to know the exact extent of
the adjustments to come.

Perhaps more than anything else, however, the lack of opposition to
the Liberal reform can be attributed to an ideational factor: its portrayal
as a question of inter-regional equity. This overtone of “moral reform,”
as one informant described it, made the changes difficult to oppose. And
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yet one of our respondents suggested that rhetoric aside, needs-based
funding was little more than a modern disguise for per capita budgeting.
After the reform, only a few agencies actually began to use needs-based
calculations to allocate resources to the establishments in their territory.

So despite the reform’s ambitions, its application was limited in scope.
Notably, the new resource allocation formula based on key indicators did
not apply to physical health, which is of course a major item in health-
care budgets. Monies for physical health programs continued to be al-
located on a historical basis. Because of this particularity, only a small
proportion of the budget was actually allocated according to population
indicators. Nonetheless, the reform may have laid the groundwork for
more population-based funding in future years. In the interim, the politics
of protecting the status quo—influenced largely by Quebec’s electoral
boundaries—at the detriment of equity demonstrates that “when morality
meets politics,” it is not easy to make a decision.

ANALYSIS OF THE DECISION-MAKING PrOCESS: Is THERE A PATTERN?

A feature we notice about policy-making in Quebec is the large role played
by experts through the vehicle of reports and commissions of inquiry
on subjects that informed the policy-making process. The reports were
so influential that we can consider their authors as policy entrepreneurs
and the reports themselves as powerful policy tools. Indeed, we would
hardly exaggerate were we to coin the phrase, “No report, no reform.”
In every case studied here, the policy decision or non-decision (a deci-
sion in itself) was preceded by the publication of one or more reports, a
notable characteristic of which was the careful political calculation the
government gave to choice of commission or committee head who was
principal report author. Analysis of all six cases shows that the import
of each report and the eventual choice of a policy, however limited, was
to a large extent associated with the political authority of the individual
chosen to head the commission and write the report. Interestingly, most
of these reports involved individuals who either had been, were, or were
to become insiders to the health decision-making process.

For example, the report for the prescription drug insurance pro-
gram—the most substantial reform among the 30 cases studied for this
book—was authored by Claude Castonguay, a former minister of health
and social services, a past commissioner, and an ex-insurance executive
with a wide sphere of influence (Comité d’experts sur I’assurance médi-
caments 1996). Similarly, in the case of waiting lists, the successive com-
mittees on general surgery, orthopedics, and cardiology were headed by
individuals well known in Quebec’s medical community. Their reports
facilitated the choice of a wait-list management system, even though fi-
nancial constraints and a lack of leadership later caused decision makers
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to abandon the plan to centralize the lists. As for regionalization, the
origins of the government’s change in mentality with respect to how
regional-level services should be organized lay in the Rochon report,
with the Clair report’s reflections on governance, accountability, and the
organization of primary care services serving to crystallize the ministry’s
2003 decision. Both Rochon and Clair commanded tremendous authority
in medical and governmental circles. The Clair report was also seminal
in the creation of family medicine groups and the concomitant introduc-
tion of alternative payment plans, a program that quickly claimed the
support of minister of health and social services Pauline Marois because
of its political popularity. Regarding needs-based funding, the Bédard
reports of 2002, while unremarked by the public, once again guided the
decision-making process at the government level: by 2004, discussions
on their findings had cajoled resistant stakeholders into supporting new,
albeit less innovative than originally intended, budget allocation methods.
Finally, like the appointment of Bédard, the choice of Roland Arpin to head
the commission on privatization was deliberate, but in a negative sense:
Arpin was unknown in the world of health and social services and held
little credibility in the field. His legitimacy in administrative circles was
impressive, and his administrative expertise assured the community that
his work would be thorough and reliable, but his lack of influence and
the imprecise nature of the directives to his working group (both of which
were deliberate on the part of health minister Rochon) meant that Arpin’s
final recommendations remained too general to permit implementation.

It is on the role of interests that we suggest, tentatively, that there may
be significant differences between Quebec and other jurisdictions. On
the one hand, the array of interests with noticeable influence may have
been wider in Quebec than other provinces. The interaction of regional
interests and researchers knowledgeable about regionalization influenced
the 1991 reform “positively” and limited the “damage” of the 2003 re-
forms. The unions played a role in blocking the forces of privatization
(for-profit delivery) even though polling data showed Quebecers were
relatively open to such possibilities. Such influences were not at the
expense of traditional provider interests, however. Physician groups
formally exercised much influence on the issues that most affected them,
or had the potential to do so. This was observed in the alternative pay-
ment plan case and in the wider FMG reform where FMOQ was able to
veto changes. It was not observed but effective in removing any thought
of regionalizing medical budgets. Physician influence was seen as well
in the ability of the medical federations to limit the speed with which
progress was made on wait times. Although part of the provincial state,
hospital interests also resisted reform on wait times with real effect. In
the case of prescription drugs the range of interests included insurance,
pharmacist, and pharmaceutical interests as well as the voices of unions
and leftist groups. The legitimization of all these interests arguably had
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two effects: it made it hard to achieve substantial reform given the array
of different interests, and yet made large reform possible where there was
some harmony of interests.

Although not a prominent feature in the adoption of reforms in
Quebec, knowledge was part of the context against which more colour-
ful elements wrestled to influence change. The exception was the case
of needs-based funding, where a legacy of poor data collection made it
impossible for the reform to fulfill its potential. In three of the reforms
studied here—the cases of waiting lists, regionalization, and alternative
payment plans—high-ranking bureaucrats and policy-makers indicated
that they were inspired by the experiences of other provinces. In the other
three cases, Quebec seems to have preferred “home-grown” solutions
that actually distanced it from the other provinces. Furthermore, our
interviewees made no reference to the role of federal-level structures in
the policy-making process except in the case of prescription drug insur-
ance; the rumour that the federal government was preparing a national
prescription drug program (Natural Forum on Health 1997a) largely
accounts for the rapidity of Quebec’s decision (though not the content),
as the Parti Québécois wanted to adopt its program first. Even in the
case of alternative payment plans, when federal Health Transition Funds
were used to shape the family medicine group model, Ottawa appears
to have had very little influence.

Our analysis of the six issues showcases a last important feature of
policy-making in Quebec: the preponderant role of the minister of health
and social services, particularly when the minister in question was also a
physician. At the risk of overgeneralizing, we can perhaps coin a second
phrase: “No doctor, no reform.” Five of the six most important reforms
proposed in Quebec over the period of study were suggested by phys-
icians: first Dr. Rochon (prescription drug insurance, waiting lists, for-
profit delivery), then Dr. Couillard (regionalization, needs-based funding).
The credibility of these physicians and their capacity to win over the public
had an incontrovertible impact on their ability to pursue their ideological
and ethical convictions. Of course, there were countervailing forces: as we
have seen, other factors served to downscale or shelve all reforms except
the prescription drug insurance program. Nonetheless, only one reform
of six—FMGs and alternative payment plans—was proposed by someone
other than a minister who was not also a physician. It is important to
note, though, that new legislation was not required to create FMGs and
that the new model, while certainly unique, was hardly revolutionary:
it fell in line with experiments that had already taken place on Quebec
territory. Furthermore, insofar as the public was concerned, a reform that
promised Quebecers around-the-clock access to their family doctor did
not require the same degree of political credibility as did other changes.

This conclusion as to the importance of doctors to Quebec’s reforms
is not intended to disparage the qualifications of health minister Pauline
Marois. But the track record of Marois’s successor, Rémy Trudel,
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nonetheless demonstrates that the appointment of a minister unknown
to the world of health and social services constitutes a major handicap
for the execution of reform (David 2001; Lessard 2001).

CONCLUSION

Over the last two decades, Quebec’s health-care system has been pro-
foundly marked by the work of two ministers of health and social services:
Drs. Jean Rochon and Philippe Couillard. Jean Rochon came first and acted
early: even before Rochon’s appointment as minister, the Rochon report
had sketched out a vision of public health care that would channel not
only his reforms, but those of his contemporaries and their successors as
well. Originally based on progressive ideals of equity, social justice, and
public participation, that vision has been diluted as a changing political
and financial landscape led to the debate on for-profit delivery of (and
payment for) health-care services—a debate that still shakes the province
today. This change in direction can be traced to the emergence in the late
1990s of problems of access to care, problems that were broadcast by the
media and were instrumental in convincing Quebecers that private fund-
ing and the private provision of care could alleviate long waiting times
(see the opinion polls in J.-F. Bégin 1998; Léger Marketing/Journal de
Québec 2007). The election results of 2003 and 2007 were proof positive of
Quebecers’ change of position: in both years, the Liberals were elected on
platforms that did nothing to reject privatization (Parti libéral du Québec
2003, 2007) and, in 2007, the much newer and more conservative Action
démocratique du Québec captured the official opposition on the strength
of a campaign that advocated increased personal responsibility and
greater privatization of health care (Action démocratique du Québec 2007).

Former health and social services minister Couillard also had great
influence over the evolution of Quebec’s health-care system, which
since Couillard’s spearheading of Bill 33 has been moving determin-
edly away from its anti-private underpinnings.® A recent sign in this
direction lay in the 2007 appointment of Claude Castonguay, himself
a former Liberal minister of health and social services, to pen recom-
mendations on the state’s role in providing access to care and financing
and providing services. This appointment promised to bring the history
of Quebec’s health-care reforms back full circle, for Castonguay. In this
instance Castonguay was appointed not by the minister of health and
social services but by close friend and minister of finance Monique
Jérome-Forget (Québec 2007). He is the same figure who promoted the
universal prescription drug plan that first united private and public
insurers 10 years before. Fulfilling expectations, Castonguay’s report,
released in February 2008, recommended that the Canada Health Act be
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modified and that the private sector be allowed an expanded role in
the delivery of care (Groupe de travail sur le financement du systéme
de santé 2008). Following the December 2008 provincial elections, how-
ever, again won by the Liberals with the Parti Québécois in the role of
the official opposition, the new minister of health and social services
Dr. Yves Bolduc seems to be far from officially supporting the greater
privatization of services. Meanwhile, Couillard left politics and joined
a group of private investors working to develop private health-care
services. By all indications, this debate is far from being over.

NoOTES

1. The commission cost $6 million and lasted two years (Duplantie 2001).

2. Things finally came to a head when the Chaoulli case (Supreme Court of
Canada 2005) crystallized the consequences of the lack of access to services
at the legal level. In a spectacular decision that made headlines across the
country, the Supreme Court of Canada responded to the Chaoulli case in
2005 by striking down Quebec provincial legislation that had banned the
sale of private insurance policies for medical procedures covered by public
medicare (Madore and Tiedemann 2005; Supreme Court of Canada 2005).
In response, the Government of Quebec passed Bill 33 authorizing the sale
of private insurance for selected medical procedures to be provided in
private clinics. Extensive media coverage of the case allowed privatization
proponents to make headway as a population discouraged with the status
quo started to show itself ready to embrace for-profit delivery as a solution
(Léger Marketing/Journal de Québec 2007; Lessard 2005).

3. The six diseases covered under the Outpatient Circular were cystic fibrosis,
cancer, severe psychiatric disorders, insipid diabetes, tuberculosis, and
hyperlipoproteinemia.

4. Since the inception of regional boards in 1991, Quebec has been organized
into 18 health and social services regions. Three of those regions (Nunavik,
Baie-James, and Nord-du-Québec) assume responsibility for aboriginal
populations and were exempt from the modifications legislated by Bill 25.
A total of 15 regional boards were therefore transformed into agencies. The
Centre régional de santé et de services sociaux de la Baie-James, the Régie
régionale de la santé et des services sociaux du Nunavik, and the Conseil
Cri de la santé et des services sociaux de la Baie-James retained their original
status.

5. The commissioners also recommended that provincewide, ultra-specialized
services be charged to the regional boards of the patients’ place of residence,
and that the exchange of local and regional services be compensated globally
within each region.

6. Adopted in November 2006, Bill 33 modified the Health Insurance Act to al-
low an individual to enter into an insurance contract to cover the costs of
insured services required for certain surgeries designated by law. The bill
also created a legal framework for the exercise of certain medical activities
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in specialized medical centres (activities also designated by law). In addi-
tion, the bill specified the conditions under which a hospital could associate
with a medical clinic to provide specialized medical care to hospital patients
(Québec 2006).



CHAPTER 7

BETWEEN A ROCK AND A HARD
PLACE: THE DIFFICULTY OF
ReEFORMING HEALTH CARE IN
NEWFOUNDLAND AND LABRADOR

STEPHEN G. TOMBLIN AND JEFF BRAUN-JACKSON

INTRODUCTION

One theme of this volume is that larger efficiency-related health-care re-
forms were significantly correlated with hard times and fiscal stress. The
argument is not that fiscal crisis necessarily led to such reforms but that,
without crisis-induced pressures, efficiency reforms of any substantial
magnitude were relatively rare.

Economic hardship was a constant in Newfoundland and Labrador
from 1990 to 2003, the years we cover in this study, although less so in the
first few years of the millennium. Like other provinces, Newfoundland
and Labrador was affected by the severe downturn in the business cycle
of the early 1990s and its fiscal consequences. In Newfoundland and
Labrador this situation was compounded by the disappearance of the
northern cod fishery beginning in the mid-1980s and the subsequent
federal moratorium on the fishery in 1992. The cod fishery had been the
economic backbone of many outports for over a century. For the great
majority of these often remote fishing villages, there was little or no pros-
pect of attracting new industries to replace what was lost. Many of the
affected people, especially older workers who had spent all their labour
force years in the fishery, had little prospect of finding a job in St. John’s
or elsewhere in the province.

In these circumstances the overriding priority of the Government of
Newfoundland and Labrador was to deal with the adjustment pressures.
An estimated 35,000-40,000 people were directly affected in a province
with a total population of less than 535,000.! As the magnitude of the
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challenge was beyond the wherewithal of the provincial treasury, the
federal government became involved. For a decade, federal, federal-
provincial, and provincial adjustment programs were the priority, ranging
from income support for education and skills upgrading, to buying back
fishing licenses and providing financial support for relocation.

Even with massive federal financial support, the fiscal position of the
province was precarious during much of the 1990s. Thus, other things
being equal, it was logical that any health-care reform that would add
to budgetary expenditures would be an uphill battle, whereas reforms
that offered the possibility of efficiencies and savings for the provincial
treasury would be welcomed. As all six case studies examined in this
volume contained some element of potential efficiency, this chapter on
Newfoundland and Labrador might have been a story of efficiency-
driven reform. This is a tale of little reform, however. The reason is that
the fisheries crisis and the dismal provincial fiscal situation, as large as
they loomed, were not the only factors shaping outcomes. Much more
was at play.

The political rules of the game, in particular, influenced what transpired
and what did not. On a representation-by-population basis, the areas most
affected by the crisis in the fishery were also heavily overrepresented in
the provincial legislature. In such a context, any government wishing to
remain in power would naturally have felt an obligation to focus on the
“old regime” and adjustment processes available for the fishery (i.e., for
rural communities). Change or lack of change was to be determined by
the power and autonomy of the ideas, interests, and institutions con-
nected with the old regime and its capacity to survive and make sense of
changing realities. In Canadian political science there has been much de-
bate about state autonomy and the extent to which modernization should
produce “inevitable” policy changes. In state-centred theory, however, it
has been argued that the institutions and the political games constructed
or inherited by premiers should not be underestimated (Cairns 1988).
Prescriptive calls for modernization reforms and new forms of integration
by modernization thinkers have proven in practice to be neither automatic
nor inevitable (Tomblin 1995).

The political game has reinforced an approach to province-building
weighted toward natural resources. The service sector—including
health—in Newfoundland and Labrador has clear urban biases and in-
terest group challenges; it is fragmented, scattered, and competitive. In
provinces with strong rural traditions, the service sector has always been
a harder sell. Only recently has there been more priority placed on lower-
ing tuition, increasing immigration, and recruiting professions essential
for health and other types of technical-industrial transformation—and
these discussions tend to appear at the margins of political discourse.
The political incentive to push health-care reform onto the radar screen
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was lacking as was the logic in building the kind of bureaucratic struc-
tures, knowledge networks, and partnerships essential for defining and
promoting health restructuring. Context mattered.

The embedded institutional traditions influenced the behaviour of key
stakeholders, especially physicians. The recruitment and maintenance of
rural versus urban doctors were part of an inherited system that created
competing ideas, processes, and assumptions. Rural physicians tended
to be “international” and paid a salary, while “domestic” urban doctors
were more likely to be nationally trained and paid on a fee-for-service
basis. In the area of primary health-care reform, rural doctors and com-
munities championed policy changes, whereas urban centres faced more
policy constraints. These cultural, geographical, and political economy
divisions contributed to a lack of consensus among physicians on health-
care reform.

The people of the province, as important stakeholders, were by and
large willing to accept the status quo. The introduction of medicare in
1969 had given those in remote and rural areas access to physicians for
the first time in their lives. People in urban centres had enjoyed theor-
etical access to physicians, but on an out-of-pocket fee-for-service basis
that had in practice limited their access. Medicare removed these cost
barriers. While access to physicians improved in all provinces, the degree
of improvement was probably greatest in Newfoundland and Labrador.?
Fast-forwarding to the 1990s, the people of the province were in some
sense more conscious of the benefits of medicare than concerned about
what might be lacking.

The Newfoundland and Labrador Medical Association was also a key
stakeholder. Its members, too, were satisfied with the status quo so long
as they could frame the debate with respect to physician remuneration
and scopes of practice.

Geography and climate also mattered. Whether they live on the island
of Newfoundland or the Labrador Peninsula, the people of the province
experience brutal weather. Their homes are many miles from Canada’s
political and economic heartland. These factors have helped create in
Newfoundlanders and Labradorians a unique culture with a distinctive
way of seeing things. This perception has been reinforced by a sense that
mainlanders had “taken them for a ride” on major economic develop-
ment projects such as Churchill Falls. Reform ideas that originated on the
mainland were often therefore treated with suspicion (Elkins and Simeon
1980). The fact many regions of the province lacked good Internet service
compounded the problem of isolation.

In anutshell, the crisis in the fishery was the dominant issue that shaped
the environment within which health-care issues were considered. But the
interaction of politics, history, geography, and culture also help explain
the limited reform that occurred. These embedded traditions shaped the
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historical pace and direction of health policy ideas and processes in the
province. Coping effectively with a crisis requires the renewal of govern-
ance and encouragement of new forms of political-policy connections
that reflect changing circumstances and new interdependencies. It also
requires investing resources and building local knowledge and capacity
based on “best practices.” In Newfoundland and Labrador, the service
economy is not recognized in the same way the fishery is, which has cre-
ated problems for those trying to mobilize new health ideas, interests,
and institutions. Within such a context, it has been difficult to shift power
or contest the status quo.

Our purpose here is to document the nature and extent of reform in
Newfoundland and Labrador from 1990 to 2003 and to analyze why re-
forms did or did not occur. Six province-specific research questions will
guide the case-by-case analysis:

Why did the Government of Newfoundland and Labrador

1. establish regional health authorities (RHAs) to assume responsibil-
ity for the management and delivery of a significant range of health
services?

2. not establish a needs-based funding formula for regional health
authorities?

3. pilot a number of alternative payment plans for primary care phys-
icians, typically based on salary, but not expand them?

4. notestablish either a wait list management system or a wait list track-
ing system?

5. not create a policy framework that made possible or made difficult
the development of private for-profit delivery of medically necessary
services that had historically been delivered in private not-for-profit
hospitals?

6. not establish either a universal or targeted prescription drug plan?

This chapter is divided into three sections: The first focuses on the political
and policy-making contexts that underscored the policy landscape. The
second section provides an analysis of the reform decisions and non-
decisions. The final section concludes with an evaluation and explanation
of why health policy reform was either very limited or entirely absent in
Newfoundland and Labrador.

THE PoLicY-MAKING CONTEXT IN NEWFOUNDLAND AND LABRADOR:
Historicar. OVERVIEW

Managing debt has shaped policy-making in Newfoundland for decades.
Two years after the 1931 Statute of Westminster granted Newfoundland
legal freedom, the Dominion of Newfoundland was unable to fulfill its
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debt obligations. This led to an arrangement under which its constitu-
tion was temporarily suspended and the government placed under a
British-appointed Commission. Three options were put to the people in
a 1948 referendum: return to responsible government, continuation of the
Commission, and confederation with Canada. The referendum did not
produce a majority for any of the options. The Commission option had
the least support and was accordingly dropped. In a second referendum
Newfoundlanders chose Canada, albeit with a small majority (Hillier
and Neary 1980).

Joey Smallwood had been the leader of the pro-confederation forces
during the referendum period, and his Liberal party won the general
election in 1949 to form the first provincial government. Smallwood was
popular and his Liberals won the next five provincial elections, generally
with little effective opposition.

Having been the leader of the forces that fought for the Canada option,
Smallwood claimed the political credit for the infusion of federal cash
transfers that went with Confederation, both the grants to individuals
(old age pensions, baby bonuses, and unemployment insurance) and
to governments (such as specific-purpose matching grants and uncon-
ditional Equalization grants). This infusion of new money raised stan-
dards of living but was not a formula for home-grown prosperity and
jobs. Smallwood personally attempted to “modernize” the economy by
encouraging development projects. Some failed (such as a refinery at
Come-By-Chance and a linerboard mill in Stephenville) at considerable
cost to the province. A deal struck with the Government of Quebec relat-
ing to Churchill Falls proved an even larger blunder.

Raymond Blake argues that economic development was not really the
objective behind Newfoundland and Labrador’s entry into the Canadian
federation in 1949. It was the time of the Second National Policy, and the
real goal was social benefits. According to Blake (1994, 6),

The Maritimes had opted for union in large part because it was promised
great economic opportunity.... Newfoundland never demanded economic
development, its people were never promised it, and Newfoundland never
received it. Instead, it was promised greater social benefits and it is in the
area of social welfare policy that Newfoundland gained, in the short term.

Union with Canada was seen as a rather pragmatic response and not the
product of policy debate and analysis.

Smallwood was a populist. He dominated his cabinets, leaving little
effective authority with his ministers. There was little emphasis placed
on policy or social networking, knowledge construction or exchange
across state-society boundaries. He did not encourage the development
of functional knowledge centres and policy networks outside of govern-
ment that are normally associated with social and policy learning, nor
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did he go out of his way to develop the bureaucracy (Bradford 1999;
Howlett, Ramesh, and Perl 2009). He related to the people directly, not
through intermediate bodies like churches, businesses, unions, or social
organizations. This centralized “strong leader” government is a legacy
that remains at the time of writing. While premiers Clyde Wells and
Brian Tobin experimented with economic planning, community accounts,
different forms of regionalization, social strategic planning, and so on,
Newfoundland and Labrador is not known for its public policy experi-
mentation and new forms of civic engagement.

Smallwood eventually lost support, and in 1972 his government was
defeated. For the next 17 years the Progressive Conservatives ruled,
first under Frank Moores and then Brian Peckford. The Progressive
Conservatives inherited a province that was still the poorest in Canada.
The unemployment rate in Newfoundland and Labrador during their
era was consistently 15 to 20 percent, generally double or close to double
the national average.

The years of Progressive Conservative government were marked
by disagreements with Ottawa about constitutional issues including
ownership of offshore resources. Peckford, in particular, was a strident
provincial nationalist who promised prosperity based on provincial
control and management of Newfoundland’s natural resources. In 1984,
the Supreme Court of Canada ruled that the federal government owned
the offshore resources in question. This might have put the kibosh on
Peckford’s strategy, but he found an ally in Brian Mulroney, the new
federal Progressive Conservative prime minister. In 1985, the two leaders
signed the Atlantic Accord, which provided for joint management and
revenue sharing of the offshore.

Peckford was an old-style province builder; his brand of politics was
about gaining control of the development of essential natural resources.
Comparable to Peter Lougheed, or W. A. C. Bennett, he sought to increase
the power and autonomy of the provincial state over the resource econ-
omy. Peckford expanded public bureaucracies and reinforced new ideas,
institutions, and interests connected with his provincial vision, but this
vision was not service centred. The policy agenda focused almost solely
on natural resource development.

The people of Newfoundland and Labrador may have been attracted
to Peckford’s sizzle. But with unemployment still very high, they tired
of waiting for the steak and returned the Liberals to government in 1989.
The Liberal party remained in office until late 2003, which coincides with
the period of analysis here. Premier Wells was the first of four Liberals to
hold the premiership. Wells favoured a strong federal government that
could continue to redistribute in favour of the less wealthy provinces.
Wells is well known for his role in blocking the Mulroney government’s
Meech Lake constitutional reforms. But what is most relevant here is his
government’s response to the recession of the early 1990s and the closing
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of the fishery. As was the case in other provinces, the Wells government
asked the people to swallow some unpleasant fiscal medicine. In the health
sector this led to a rate of increase in per capita spending that was close
to zero in constant dollars over five years. Not surprisingly, this period
was marked as well by significant out-migration.

On the other hand, Premier Wells was a policy reformer. Compared with
his Progressive Conservative predecessors, Wells was more of a centralist
and policy wonk who was clearly committed to health transformation
and policy innovation. He helped push the knowledge and service-based
economy onto the public agenda. The premier constantly expressed the
view that the status quo was not an option, and that there was a need for
fundamental policy change. The regionalization of health care, discussed
in the next section, appealed to Wells not just as a means of reducing costs.
Wells was a tireless advocate of centralizing health care, and other policy
fields as well, based on a regional vision. Regionalization in sectors such
as education, municipal governance, health, and economic development
became the dominant political mantra. It is also important to point out that
Premier Wells was an advocate of regional integration across provinces,
and he became a new partner in the Atlantic Premiers Council.

The re-election of the federal Liberals in 1993 improved the federal-
provincial relations atmosphere for Wells in that the new prime minister,
Jean Chrétien, had also been a strong opponent of the Meech Lake Accord.
But Ottawa’s priority at that time was fixing the treasury. Whatever addi-
tional short-run pain the Canada Health and Social Tranfer (CHST)-re-
lated cuts in federal transfer payments to provinces may have caused, by
the end of the decade Newfoundland and Labrador’s fiscal position had
improved. By 2000, the flamboyant Brian Tobin, who had replaced Wells
as premier in 1996, had departed and after an interlude Roger Grimes,
was elected party leader and hence became premier. Grimes appointed a
Royal Commission focusing on Newfoundland and Labrador’s place in
the Canadian federation (Government of Newfoundland and Labrador
2003). The table of contents of the commission’s report covers three pages
but mentions the word “health” only once in passing. This near silence is
a metaphor for our analysis here: health care never acquired the priority
in Newfoundland and Labrador that it did in other provinces.

CASE STUDIES

For each case study, data were obtained from face-to-face and telephone
interviews conducted between September 2004 and March 2005. A total of
30 individuals were interviewed for times varying from 40 to 110 minutes.
They included politicians, union leaders, public servants, health profes-
sionals (physicians and nurses), members of regional health authorities,
and members of interest groups who participated in the health policy
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community during the period 1990 to 2004 /05. Data were also gathered
from legislative debates from the Newfoundland and Labrador House
of Assembly, government websites, government royal commissions and
reports, and media databases such as the Globe and Mail.

Regionalization

The only area where formal, integrated reform was achieved in
Newfoundland was regionalization. In the early 1990s the Government
of Newfoundland and Labrador, like many other provinces, identified
the possibility of regionalized health districts as a mechanism to man-
age increasing health-care expenditures and escalating fiscal challenges.

The concept of regionalized health care can be traced to Smallwood’s
government in 1965. At that time a Royal Commission on Health was
established to report on the state of the health-care system in the prov-
ince and make recommendations for improvement (Government of
Newfoundland and Labrador 1966). At the time, Canada-wide hospital
insurance was not even a decade old, and publicly funded medical care
had not yet been created. Among the report’s findings, the commission
recommended that the provincial Department of Health become the
overarching planning authority, and that the province be divided into
regions with services within each region provided by a regional health
board responsible to the minister of health. The report also recommended
the establishment of a provincial health council to provide a consultative
forum to assist with health planning (Government of Newfoundland and
Labrador 1966).

During the 1970s, the province continued to feel pressures resulting
from the combination of rising expenditures for social programs includ-
ing health care, and the goal of improving access to care and the overall
health of Newfoundland and Labrador residents. Two significant reports
were issued, the first being A Concept of Regionalization of Health Care
Services in the Province of Newfoundland (Newfoundland and Labrador
Health Board Council 1972). The report examined different models and
methods for adoption of a regionalized health-care structure. It ultimately
recommended that four or five regions be established to oversee research
and planning, organization, administration, and evaluation of health
services. The Council’s report stressed that boards must have financial
responsibility and autonomy to successfully implement the proposed
models. Following the Health Council’s report, a Health Study Group was
created to provide an overview of health-care delivery in Newfoundland
and Labrador (Government of Newfoundland and Labrador Health Study
Group 1973). The findings of the report supported the Health Council’s
recommendation that regional boards have some degree of financial
responsibility. The report further recommended that a pilot project be
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implemented to evaluate regionalization. The pilot project, however, was
never initiated, perhaps because the province was not yet dealing with
a full-blown fiscal crisis. Regionalization lost momentum and fell off the
government’s agenda.

Beginning in the 1990s, the national economic downturn resulted in
increased fiscal challenges. For Newfoundland and Labrador, these chal-
lenges were exacerbated in 1992 as the collapse of the northern cod fishery
decimated employment and handicapped the province’s ability to pay
for basic services. Also in 1992, the provincial budget announced a freeze
on health-care spending resulting in, among other things, the elimina-
tion of 450 acute care beds and 850 jobs (Botting 2000). During a Health
Ministers’ conference, the concept of regionalization was put forward as
a viable option to deal with escalating health-care costs, which renewed
interest in comprehensive health system restructuring in Newfoundland
and Labrador.

The combination of economic pressures facing health care—rising costs,
a national fiscal crisis, anticipated reductions in federal transfers to the
provinces, and the provincial freeze on health-care spending—forced the
Newfoundland and Labrador government to explore alternative service-
delivery configurations, pushing regionalization onto the government
agenda. The Wells government appointed Lucy Dobbin, a former CEO
of St. Clair’s Hospital in St. John’s, to chair a commission to review how
hospital boards could be collapsed. The commission’s report, released
in March 1993, considered the effect of regionalization on the quality of
health services, the coordination of acute and long-term care services, and
the ability to take advantage of economies of scale (Dobbin 1993). Hubert
Kitchen, the minister of health, noted that “the new board structure will
provide the opportunity to enhance patient care services and will allow
us [the government] to improve efficiencies in resource utilization. In
general, this approach will provide a climate for more innovation and
cost effective delivery of quality health care services” (Botting 2000, 21).

In 1994 the government established institutional health boards across
the province to provide hospital and other institutional services to pa-
tients. Board members were responsible for hiring staff and coordinating
services. They were accountable to the Department of Health. In 1998, the
government further announced the creation of a second type of health
board known as community health boards. These boards were charged
with providing a broad spectrum of community health services including
health promotion, health protection, and single access points of entry for
home care, home support services, nursing homes, drug rehabilitation
services, and mental health services (Botting 2000).

A total of four community health boards were established. Two addi-
tional health boards were designated as integrated boards. These boards,
located on the Northern Peninsula and Labrador, combined the services
of both the institutional and community health boards. The establishment
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of community health boards by government reflected the shift in think-
ing from acute care to wellness and prevention. In other words, instead
of the health-care system simply treating illnesses, medical professionals
began to lobby for wellness and promotion campaigns to get people to
change their behaviours as a means of reducing the incidence of particu-
lar diseases. The boards’ overall objective was to promote “individual
responsibility for one’s own health” (Botting 2000, 17).

Despite the wellness rhetoric, the need to address the fiscal crisis and
achieve cost savings remained the issue at the heart of the decision-making
agenda. The health boards were creatures of government with respect
to their structure, size, and function. Board members were appointed ;
the government feared that elected boards would be enslaved to local
interests.

The policy choice stage was limited to a select group of partici-
pants, namely, bureaucrats, politicians, and health-care professionals.
Regionalization was generally viewed as a political decision. Citizens,
labour groups, and community interest groups were excluded from the
discussion. Nonetheless, the contributions of key individuals from gov-
ernment, hospitals, and health institutions endowed the initiative with
a “made in Newfoundland and Labrador” feel.

While the government maintained tight control of the debate, it made
efforts to respect the privileged position of physicians. The decision to
regionalize was made without alienating physician groups, by specifically
excluding issues related to physician compensation from the development
of regional service delivery systems. Regionalization was embraced by the
provincial government because it did not affect the hegemonic position of
physicians in the health system, it did not cost more than the old health
system, and it could be marketed to citizens as a method of achieving
efficiencies and improving patient care.

Needs-Based Funding

Formal health-care funding models were initiated in Newfoundland
just prior to its entry into Canada in 1949. At the time, hospitals could be
found only in the province’s few larger urban centres. This combined with
scarce physicians’ resources and epidemics of various diseases prompted
the government to examine new ways to allocate health-care funding to
increase access for patients. From this crisis emerged the Cottage Hospital
system, in which physicians and nurses became government employ-
ees, and medical facilities were established in outports and other rural
communities. For a nominal annual fee (originally $10 for a family and
$5 for an individual), the rural population had access to these facilities
without charge.



Between a Rock and a Hard Place 157

The expansion of Newfoundland and Labrador’s health-care system
continued with the introduction of universal hospital insurance in 1957
and medical insurance in 1969. By the end of the 1960s, Newfoundland
and Labrador residents had access to universal health care that was
similar to that enjoyed by all Canadians. In this regard, it is worth not-
ing that the focus of health care remained the biomedical model, rather
than a public health model of health promotion and disease prevention.
Facilities during this period were funded based on line-by-line budgets,
which were approved by the Department of Health for each individual
hospital or health-care facility.

At the beginning of the 1970s, a fundamental shift occurred as health-
care practitioners began to lobby for broad health-care reform that would
focus on community health and disease prevention programs. The health
practitioner lobby included a proposal to change the funding systems to
provide for more local control of service delivery. This proposal was partly
successful in that a global funding model was adopted for each institution.
This enabled management within each institution to allocate funds rather
than having line-by-line decisions made in St. John's. The qualification
was that the new model still granted discretion to the Minister to override
local decisions. Since the beginning of the 1990s, discussions and debates
have focused on the adoption of a population-based funding model to
replace the current system, which allows ministerial discretion.

The Newfoundland and Labrador Health Boards Association (NLHBA)
was a prominent driver in bringing the issue of needs-based funding
models to the institutional and interest agendas. Beginning in 2001, the
NLHBA actively lobbied the provincial government to adopt a set of
needs-based funding principles to guide budgeting for integrated health
boards. The NLHBA recommended that the previous annual budget be
used as a baseline, with the expectation that budgets would be adjusted
over a period of three to five years according to a set of funding principles
agreed to by government. During that time, an equitable funding model
would be created. This concept was based in part on the needs-based
funding model developed in Alberta where budget stability had been
achieved by using a minimum guarantee over the previous year’s budget
(Newfoundland and Labrador Health Boards Association 2001).

The NLHBA'’s key recommendation was that the total basket of health
money for one year should be allocated on the basis of population-based
funding and delivered by the integrated health boards. The boards
would also deliver fiscal allocations for assured access and provincial
service funding—allocations that were not population based. Assured
access would provide special funding for sparsely populated RHAs to
compensate them for higher service delivery costs. Provincial services
funding would include the basket of tertiary medical services provided
by the Health Care Corporation of St. John's.
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The NLHBA recommended that the amount of money for population-
based funding be divided into pools representing the various services
funded in proportion to the most recent calculations of spending. The
following programs and services would be included in population-based
funding pools: acute inpatient; ambulatory care including both salaried
and fee-for-service physicians operating clinics; long-term care; protec-
tion, prevention, and promotion; the Cancer Control Program; community
living and various support services; children, youth, and family services;
and mental health and addictions (Newfoundland and Labrador Health
Boards Association 2001).

The NLHBA successfully brought the issue of needs-based funding
models to the government agenda. However, the issue never moved be-
yond this stage and was ultimately resisted by government for a variety
of reasons.

First, a population-based funding model would disconnect political
control from the distribution of health resources. In the context of the
“top-down” legacy of Joey Smallwood’s government, elected officials,
even decades later, wanted to maintain a degree of political control over
how health resources were distributed. From this perspective, it is not
surprising that a government would be disinclined to cede power and
authority over the distribution of resources through the introduction of
needs-based funding models.

Second, in a province that has traditionally relied on a powerful execu-
tive to make decisions, with little input from outsider groups and the
public, lack of capacity and policy networks posed a serious impediment
to the introduction of complex funding formulas. The Government of
Newfoundland and Labrador had not made it a priority to develop the
capacity for accurate databases to supply the information that was re-
quired to sustain a viable population-based funding model for health care.

Finally, government shied away from population-based funding
methods because the adoption of such a model threatened to exacerbate
tensions between urban and rural communities. There was concern that
in a population-based funding model, a large majority of funding would
be invested in St. John's, given that it was the only large urban centre,
leaving rural communities significantly underfunded. Additionally,
needs-based models implied hospital closures and job losses for rural
outports. Government apprehension stemmed from a recognition that
hospitals are significant economic drivers in small rural communities.
There was a great deal of confusion over the assumptions that informed
needs-based approaches, and what the impact would be on competing
community interests. For all of these reasons, there was little political
interest in embracing needs-based funding reforms on a provincial basis
(Newfoundland and Labrador Health Boards Association 2001).

In summary, despite lobbying efforts from the NLHBA, political
considerations and a lack of policy capacity led to the decision not to
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implement needs-based funding models for regional health authorities.
The Department of Health and Community Services (renamed in 1997)
continued to submit all budget requests to the Treasury Board and the
Department of Finance, and to allocate funds to the health boards. Political
executives were motivated, for the most part, by the mobilization of public
opinion rather than objective indicators of health. The province’s small
population and rural geography made a population-based funding model
a difficult sell for the politicians in the province. The boards themselves,
however, adopted their own needs-based funding models within their
respective jurisdictions (McKillop, Pink, and Johnson 2001).

Alternative Payment Plans

Given that Newfoundland and Labrador is a relatively poor province
with a mainly rural, sparsely distributed population, the province has
long faced challenges with the recruitment and retention of physicians.
These problems had intensified by the 1990s due to increased urban-
ization and new technical procedures available in larger centres. As a
result, Newfoundland and Labrador has been open to experimenting
with various models of remuneration and alternatives to traditional
fee-for-service. In general, the Newfoundland and Labrador Medical
Association supported alternative payment plans, and from 1990 to
2003 a number of alternative payment arrangements were piloted in the
province. However, none of those programs were sustained or expanded
beyond the pilot period.

Prior to 1990, a Royal Commission noted that fee-for-service payment
models were not flexible and did not adequately address patient needs
(Government of Newfoundland and Labrador 1984). The commission
recommended that new payment models be developed to influence the
supply and practice locations of physicians to address persistent chal-
lenges with recruitment and retention. Renewed interest in primary
care reform surfaced in the early 1990s as fiscal conditions became more
troublesome, and governments and health-care associations alike began
to look for innovative ways to deliver health services at a reduced cost.
However, in the beginning stages of this renewed interest in broad
primary care reform, issues related to physician compensation were
not addressed.

In 1993, the Newfoundland and Labrador Hospital and Nursing Home
Association published Guidelines for Hospital Boards to Improve Recruitment
and Retention of Physicians in Rural Newfoundland and Labrador. The report
pointed out that there were some instances where salaried and fee-for-
service physicians working in the same hospital or community had con-
siderable differences in income for the same amount of work.
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For the most part, in the early 1990s the provincial government and
the Newfoundland and Labrador Medical Association (NLMA) worked
collaboratively. The NLMA was included in the membership when a co-
ordinating committee for physician recruitment was established by the
minister of health and community services. The province also successfully
negotiated a four-year agreement with the NLMA in 1998, which included
wage increases for both salaried and fee-for-service physicians. But there
was no evidence of renewing governance based on a more collaborative
interprofessional framework or generating new forums for professional-
civic engagement and knowledge exchange.

The relationship between the NLMA and the provincial government
was amicable until the late 1990s, when the two parties began to part ways
as a result of several disputes. In 1997, the province imposed a cap on
the number of new doctors who could set up their practice in St. John's,
as part of a strategy aimed at getting more physicians to practice in rural
and remote communities. Physicians who chose to work in the capital
region were penalized for working in overserviced areas, and were paid
50 cents on the dollar for their services. The NLMA fought vigorously
against this practice. Despite the growing animosity, it continued to
support alternative payment arrangements and attempted to work with
government on primary care initiatives.

In 1998, Newfoundland and Labrador physicians spearheaded a pro-
ject known as the Clarenville experiment, which focused on improving
quality of life and scope of services for physicians practicing in the rural
Clarenville and Bonavista areas. The physicians proposed that fee-for-
service be replaced by a salary paid on an hourly basis by the regional
health authority. Medical care would be managed by the regional health
board, and physicians would establish a new not-for-profit organiza-
tion to oversee the project’s development (Rich 1999). The organization
would contract with providers in communities to provide services under
ablock funding payment arrangement. Doctors participating in the project
would be responsible for providing primary care to hospitals and clinics,
with the assistance of nurse practitioners and other health professionals
who would also be paid by the RHA. Given the likely start-up costs and
benefits associated with health-care transformation, the NLMA pressured
the government for additional resources to cover office expenses, recruit-
ment of team members, and research and evaluation of outcomes. The
government insisted that the project be cost neutral.

An agreement for the Clarenville experiment was close to fruition in
the summer of 1999, when talks stalled. The entire project was physician-
driven and featured a behind-the-scenes approach to negotiation that
was, for the most part, adversarial, pitting the government against one
of the most powerful interest groups in the province. But since the project
did not receive much public attention, or federal financial support, the
government did not feel compelled to move forward.
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In the spring of 2001, the two parties made one final attempt to reach an
agreement. The physicians made some concessions, even agreeing to a tax
ruling to maintain their self-employed status, but government continued
to put new parameters on the project to exercise more control. There were
also some conflicts between the young physicians’ plan in rural Clarenville
and the larger medical association, and this made it difficult to get very
far toward a resolution. It was a showdown over the amount of control
the government wanted to maintain and the inability of physicians to
mobilize a broad public-professional network or coalition. Negotiations
fell apart as the relationship between the two groups deteriorated. In the
end, the NLMA backed away (“Newfoundland Rural PCR Talks Stalled”
2001). By July 2001, the project was moribund.

The following years were marked by a strained relationship between
the government and the NLMA. The province continued to allocate
funding to recruit salaried physicians and to explore more effective
ways to compensate physicians. In 2001, the NLMA requested that the
government provide an additional $15 million to address gaps in funding
related to family physicians and on-call issues. The government rejected
the request, noting that it could not afford that amount. The minister of
health and community services added fuel to the fire, stating that even if
an extra $15 million were available, the government would not allocate it
to primary care physicians as there were more critical issues to address
such as cardiac care, home support, and drug therapies. In response, the
NLMA initiated a job action, withdrawing all physicians from govern-
ment committees, and began to pressure government to renegotiate the
memorandum of understanding to raise fees for family physicians and
to broaden compensation for on-call coverage.

In 2002, all physicians, including surgeons, were set to negotiate a new
contract with the province. However, negotiations broke down quickly
as physicians pressured government for pay increases, having accepted
a two-year wage freeze in their previous contract. The physicians went
on strike for more than two weeks. In the end, both the NLMA and the
government agreed to binding arbitration to strike a new collective agree-
ment. The agreement included a parity award of $23.9 million with respect
to fee-for-service compensation to bring Newfoundland and Labrador
physicians up to 95 percent of the pay levels of Maritime physicians, and
an 18 percent increase for salaried physicians over three years.

Although the issue of alternative payment plans was on the government
agenda, the Clarenville experiment brought into sharp focus the obstacles
to decision-making. Physicians were reluctant to accept changes to their
scope of practice and alternative payment plans that would be adminis-
tered and controlled by the provincial government. The government, for
the most part, did not want to challenge the hegemonic position of the
NLMA. Given the continued issue of recruiting and retaining physicians,
and the challenging fiscal conditions, the provincial government preferred
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to maintain the status quo. Projects related to alternative compensation
for physicians never achieved the sustained attention that is required to
implement permanent reform.

For-Profit Delivery

In Newfoundland and Labrador, the provincial government made pub-
lic commitments to upholding the medicare model. However, while
there was overt support for a publicly funded service delivery model,
Newfoundland and Labrador did not create any policy frameworks to
deter the development of private, for-profit health service delivery sys-
tems along the lines, for example, of what was done in Saskatchewan in
1995. From 1990 to 2003, the possibility of an enhanced private sector role
in the delivery of health services did indeed exist legally in Newfoundland
and Labrador. In fact, provincial laws in Newfoundland and Labrador
were more open to foreign investment than in most other Canadian prov-
inces. The loose regulatory parameters generally favoured a potential role
for private investment. Yet in that part of the health-care system covered
by the Canada Health Act, the prospects for private investment existed
more in theory than in reality.

Between 1990 and 2003, the issue of introducing for-profit medical
services in Newfoundland and Labrador only dimly pierced the policy
radar. The government did not introduce any legislation, nor did it hold
any public hearings or commission any research to formally investigate
options to address the issue. It neither encouraged nor discouraged private
investment. In short, little attention was paid to the idea of privatization.
It was not a high priority on the government’s health-care agenda.

Reinforcing the notion that privatization was an insignificant item
on the health agenda was the government’s decision in 1997 to offload
transportation costs to private businesses or directly to individuals. Since
all tertiary health procedures were carried out in St. John’s, patients liv-
ing outside the capital had to travel for major surgeries, radiation treat-
ment, and more complex diagnostic procedures. This made it difficult
for patients to access certain medically necessary procedures, and local
newspapers were filled with horror stories about people who had suffered
because of the centralized system for tertiary care.

This lack of attention to privatization at the government agenda stage
can be attributed to a variety of factors, but most simply it came down
to economics. The fiscal conditions in Newfoundland and Labrador and
widespread poverty did not create a climate that would lend itself to
the introduction of market-based solutions for health service delivery.
Economic conditions aside, there were other factors that contributed
to Newfoundland and Labrador’s decision not to change legislation to
prevent the possibility of privatized health services. There was no one
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inside government who chose to champion this cause. There was little
pressure from entrepreneurs wishing to invest, and other interest groups
largely ignored the issue. There were some discussions about introdu-
cing the private ownership of MRIs and other diagnostic services. It was
decided, however, that permitting for-profit delivery for these services
would make it more difficult for the government to control costs. It is
worth noting that the government did make some small decisions dur-
ing the late 1990s. The most significant of these was the government’s
initiation of several public-private partnerships for the construction and
administration of long-term-care facilities in Corner Brook, Burgeo, and
St. John’s. The provincial government provided some funding, and the
management and construction of the facilities was executed by the private
sector with support from private investments. The decision to undertake
private-public partnerships allowed the Liberal government to construct
long-term-care facilities more quickly to accommodate need, rather than
waiting until the province had the fiscal capacity to borrow money to do
the projects publicly.

In the period studied, the government did little to either promote or pre-
vent an enhanced role for the for-profit sector in the delivery of medically
necessary health services. With the exception of some small public-private
arrangements introduced in long-term care, the issue of privatization
simply failed to gain any significant traction at the government decision-
making stage. No formal legislative or institutional decisions were made
about the for-profit delivery of medically necessary services. The fiscal
climate and widespread poverty in the province, combined with a lack
of leadership, meant that privatization was a non-issue.

Wait Lists

Beginning in the mid-1990s there was a growing sense of crisis across
Canada regarding wait times and pressure for governments to focus atten-
tion on the problem, to define it accurately, and to implement evidence-
based solutions to curb the crisis of wait-time queues. In Newfoundland
and Labrador, while a series of problems propelled the issue onto the
government agenda, provincial officials opted not to create a wait-list
management or tracking system as part of their strategic health plan.
Arange of factors help explain Newfoundland and Labrador’s inaction
on wait-list reform during these years. First, the overarching sense of na-
tionalism that had emerged under the provincial Progressive Conservative
governments of Frank Moores and Brian Peckford continued to influence
policy decisions, and encouraged suspicion about embracing outside
policy initiatives that did not account adequately for local circumstances.
Second, the top-down leader-centred approach to provincial governance
made it difficult for the province to develop the policy networks that were
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necessary to support external calls for reform, or to contest from within
the power of status quo expectations, regimes, and policies. Skilled leader-
ship and money were requisites for developing a system to manage wait
times, and both were in short supply. Finally, while there were challenges
in providing timely access to services, there was no state of crisis, as there
may have been in other provinces, and little political incentive to create
a new service delivery model to accommodate wait-time expectations.

In the early to mid-1990s, wait-time reform ranked low on the prior-
ity list for government. The closure of the northern cod fishery in 1992,
the national recession, and the reduced federal grants associated with
introduction of the Canada Health and Social Transfer in 1995 com-
pelled the Wells government to enact a policy of economic austerity. The
government reduced the provincial civil service, froze wages for public
sector workers, and capped expenses for hospitals. In this context, even
maintaining current service levels presented insurmountable challenges
for decision makers.

These measures, however, intensified the problem of wait times and
pushed the issue onto the decision-making agenda. Public frustration
with lengthening wait times, and media coverage of long wait times for
surgical and diagnostic procedures such as MRIs, drew the attention of
politicians and decision makers to the need for a management system to
ensure timely access to care. In particular, two highly publicized cases
about small children who were not able to access MRIs in a timely man-
ner caught the attention of provincial health officials (Priest 2005a, 2005b,
2005c).

In 2002, the Department of Health and Community Services published
the paper Health Scope: Reporting to Newfoundlanders and Labradorians
on Comparable Health and Health System Indicators (Government of
Newfoundland and Labrador 2002a). The document examined wait
times for cardiac surgery, radiation therapy for breast cancer and pros-
tate cancer, and specialist physician visits. The intent of the report was
to raise questions not only about current circumstances, but what might
need to be done to change the status quo. The findings supported the
need to regulate and integrate wait lists from different health-care silos
across the province.

The evidence brought forward in the report also supported political
requests for increased federal funding. While there may not have been
a “wait-times crisis” in Newfoundland and Labrador, the province
continued to experience fiscal pressures in part due to federal transfer
cutbacks. To this end, growing queues provided evidence of budgetary
challenges and reinforced the need for more funding from Ottawa.

Although no formal reforms were adopted to manage wait lists, some
informal, reactive measures were implemented by government and
health-care practitioners. Given that Newfoundland and Labrador is a
small province, many physician, specialist, and tertiary care services are
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confined to the St. John's region, making it easier and more natural for
those physicians to organize themselves informally. Wait-list reform was
essentially an urban problem, attracting the attention of certain branches
or silos of medicine (e.g., cardiac care, knee replacement). For cardiac care,
in particular, surgeons in St. John’s pooled their resources to develop an
informal system for provincial wait lists. To relieve the pressure, in 1997
the government provided funding to send patients outside the province
to receive cardiac care. Additionally, in 2001 funding was allocated to
reduce wait times for cardiac surgery and cardiac catheterizations.

Yet these powerful interests had little reason to push for more funda-
mental change. While in interviews some cardiac surgeons expressed a
sincere desire to publish wait times for procedures, the fiscal reality of
the province served as a powerful deterrent. With its poor fiscal capacity,
small population, limited number of physicians, and specialists and ter-
tiary medical care confined to the capital region, the province struggled
just to maintain current health service levels. Embedded governance
practices and traditions worked against any calls for a more formal,
province-centred model of waiting-list reform.

Prescription Drug Reform

Newfoundland and Labrador did not have a universal drug program.
Policy debates on public prescription drug coverage focused on main-
taining the capacity to fund the existing, targeted programs, rather than
on expanding programs to cover more drugs for more people. Only
the province’s most vulnerable groups were eligible for prescription
drug coverage. While the government intended to implement a broader
needs-based approach to drug coverage, “needs” have been historically
framed by political competition and debate rather than by systematic
data collection.

The Newfoundland and Labrador Prescription Drug Program provided
catastrophic coverage for specific, vulnerable population groups through
three separate programs: the Income Support Program, the Senior Citizens
Drug Subsidy Program and Ostomy Subsidy Program, and the Special
Needs Program. This combination of programs subsidized drug costs
and dispensing fees for residents receiving social assistance, seniors who
received Guaranteed Income Supplements from the federal government,
patients with cystic fibrosis, and Food Bank clients.

Barriers to reform at the provincial level included a lack of consensus
about what constitutes catastrophic care, and issues of equity in the de-
livery of catastrophic care. At the federal level, the historical exclusion of
pharmaceuticals from the medicare bargain (hence no integrated govern-
ance or institutional system to promote a common approach to problem
definition) and the reluctance of the federal government to assist the
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provinces in providing broader drug coverage to more people imposed
significant barriers for drug reform. Being a small province with a small
population, Newfoundland and Labrador did not have the opportunity
to buy drugs in bulk, and therefore the lack of federal facilitation pre-
sented challenges.

In 1997, Newfoundland and Labrador agreed to participate in the
Atlantic Drug Formulary, but this interjurisdictional cooperation did not
extend to the bulk buying of drugs. The intention of the formulary was
to encourage cooperation among the four Atlantic provinces. Among
other things, this entailed sharing resources to review new drug ther-
apies coming onto the market, but it did not mandate that each province
adopt a common set of drug benefits. Decisions to implement the recom-
mendations made by the Expert Advisory Committee of the formulary
were dependent on the different fiscal circumstances of each of the four
provinces. Generally, the creation of the formulary did not result in sub-
stantive changes for any of the Atlantic provinces.

The issue of prescription drug coverage appeared periodically on
the Newfoundland and Labrador government agenda. The trigger in
some cases was a report from federally appointed bodies such as the
National Forum on Health, the Romanow Commission, and the Kirby
Committee. Each in its own way encouraged the idea of Canada-wide
coverage, whether for all prescription drugs or catastrophic costs only.
In other cases, interest groups engaged the media to highlight inequities
and inconsistencies in the current coverage programs (Sullivan 2005).

However, during the 1990-2003 period Ottawa did not act on any of
these reports to the extent of proposing an extension of Canada-wide in-
surance to include drugs. Nor did Newfoundland and Labrador (or any
other province for that matter) think that the existing federal financial
contribution for medicare was sufficient to cover the costs of extending
prescription drug coverage to all individuals in the province.

Fiscal challenges prevented the Newfoundland and Labrador govern-
ment from making any headway on drug coverage issues, as the province
struggled just to maintain the status quo for catastrophic coverage. The
population was too small for the government to buy prescription drugs
in bulk, collaboration through the Atlantic Drug Formulary produced no
results, and assistance was not forthcoming from the federal level. While
some groups were critical of current coverage programs, their efforts to
reform drug coverage were unorganized and added little steam in the
quest for reform.

ANALYSIS
Regionalization was the only one of the six policy cases in which the

Government of Newfoundland and Labrador undertook reform. Plainly,
the economic crisis and related severe fiscal difficulties were pivotal to
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putting this item on the government agenda since regionalizing held the
possibility of efficiencies. Indeed, the advantages of such an initiative were
being discussed at the time at meetings of provincial health ministers. The
idea was by no means new to the province; in fact, the decision process
was the culmination of many years of debate within Newfoundland and
Labrador. The model created in the early 1990s was top-down with board
members appointed by and accountable to the government. The decision
to establish separate institutional and community boards was evidence
that the final decisions were unique to the provincial circumstance. The
decision to exclude physicians from the authority of the boards reflected
the government’s recognition that physicians would not readily accept
this kind of oversight.

Several interacting factors propelled regionalization. Economic challen-
ges were the primary driver of reform, but other factors also influenced the
decision to proceed with regionalization beyond the pre-emptive desire to
achieve cost savings. On the non-economic side of the regionalization coin,
there were few reasons to oppose this proposal and little resistance from
outside groups, physicians in particular. The concept of regionalization
had garnered the support of the Newfoundland and Labrador Medical
Association because it did not directly affect the status of physicians or
their billing practices. Moreover, there was historical familiarity with the
concept. The provincial government was able to tailor regionalization to
suit the unique needs of the province and sell it to the public as a “home
grown” solution.

As for the other five cases, no single factor can be isolated to explain
why Newfoundland and Labrador was not able to achieve any reform.
It could be argued that each of these cases, like regionalization, held the
promise of economic efficiencies. However, in the case of alternative pay-
ment plans and for-profit delivery, the promise of such gains required
short-term increases in spending. On the wait-times file, too, it would
have been difficult to contemplate adding bureaucratic expenses to ad-
vance this issue when hospital budgets were being cut and staff laid off.
As for the needs-based funding case, we noted that such a reform would
disadvantage rural areas. The government may have concluded that the
only political way of acting on this would have been to safeguard the po-
tential “losers” and this, too, would have meant more spending. In sum,
in a time of fiscal crisis it would have been difficult for the government
to find additional money to fund reforms, whatever the fiscal dividends
might be in the long term. Moreover, it is not hard to imagine Finance
and Treasury Board ministers and officials expressing doubt that these
dividends would ever appear.

In many cases, the top-down tradition of decision-making and re-
source allocation was another obstacle to reform. Needs-based funding
would have meant allocating large sums of money annually by formula
rather than political decision. Reform proposals for wait times and for
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compensating primary care physicians similarly held out the prospect
of replacing political control of expenditures with more formulistic ap-
proaches. Implementing the proposed reforms would involve complex
analysis (especially needs-based funding and wait times but also alterna-
tive payment plans), and the province had limited capacity to engage on
these issues.

Arecurring theme in each of the case studies is the relationship between
economic challenges, geography, and history. With respect to geography,
the sparsely distributed population and the divide between the “outports”
and the “townies” created political and physical obstacles to reform. The
balance between urban and rural Newfoundland was of particular concern
in the needs-based funding case but arose as well in wait times. In both
situations the losers would have included the parts of the province most
devastated by the fisheries crisis.

Evidently, the political priorities of the province did not include health-
care reform, at least not to the extent in other provinces. The Liberals
formed a majority government in 1989 with a slightly smaller share of the
popular vote than the Progressive Conservatives. They were re-elected
with more of the popular vote and more seats in 1993, 1996, and 1999
than they had secured in 1989, suggesting that they were not out of touch
with the people and priorities of the province. Indeed, in the Progressive
Conservative party platform for the 2003 general election, which saw the
Conservatives defeat the Liberals, there was scarcely a word about the
issues discussed in this chapter. In a nutshell, it was not only the Liberal
party that saw the political priorities of the province the way it did.

CONCLUSION

A theme of this volume is that crisis is often associated with reform.
But whether health transformation occurs after a crisis depends on the
nature of the discourse and the rise of new powerful ideas, interests,
and institutions capable of challenging and defeating the status quo
and putting a new action plan in place. Newfoundland and Labrador
lacked the political resources, service-based economic/ policy traditions,
university-centred knowledge networks, and traditions of democracy to
move forward on health-care reform. Technical-political decision-making
was fragmented, insular, and competitive. All of this made it difficult to
respond to any crisis.

The reform that did occur was not health-care focused. It is true that
Newfoundland and Labrador had similar shortcomings in its health-care
system as the rest of Canada. But these shortcomings were not perceived
as big issues relative to the collapse of the fishery and the challenges of
adjustment. The end of the fishery not only affected communities and
individuals. It also threatened the broad balance in the province between
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some of the more remote communities and St. John’s in particular. Like
other smaller jurisdictions, the province lacked the range of talents to cope
with complex changes in health care. Politics aligned with economics, as
the most skilled individuals gravitated to the issue of highest priority.

Of the six case studies examined in this volume, the government under-
took reform on only one issue: regionalization. Regionalization was the
exception to the rule in part because it held out the promise of savings.
The fiscal challenges imposed by the collapse of the fishery made cost
savings imperative. The devolution of power to the regional areas al-
lowed the government to legitimize the reconfiguration of services while
achieving the much-needed cost savings. The province had decided to
regionalize many of its non-health activities, and health care was caught
up by this momentum.

In summary, Newfoundland and Labrador was an outlier. For a variety
of reasons, the province was unable to achieve even the small degrees of
reform that occurred in the other provinces. Certainly fiscal and economic
challenges played a significant role in either limiting or facilitating (in the
case of regionalization) reform. However, a fiscal crisis plays a different
role in a province that is constantly struggling to keep its head above
water. Instead of prompting further reform, the economic hardships in
Newfoundland and Labrador effectively made health care a lower priority
than it was in other provinces.

NoOTES

1. For current population figures, see www.stats.gov.nl.ca/.

2. The matching grant formulas for both hospital insurance and medical care
had included some degree of implicit equalization. That is, they covered
a higher share of eligible expenses in relatively low-income provinces
like Newfoundland and Labrador than in high-income provinces. When
Established Programs Financing in 1977 and then the Canada Health and
Social Transfer in 1995 replaced hospital and medical insurance, this advan-
tage for the lower-income provinces was preserved.






CHAPTER 8

CaNADIAN HEALTH-CARE REFORM:
WuaTt KinD? How MucH? WhaY?

HARVEY LAZAR, PIERRE-GERLIER FOREST, JOHN N. LAvis,
AND JOHN CHURCH

Each of the five provincial chapters tells a story about reform and is thus
an end product in itself. But because these five provinces are broadly
representative, accounting for three-quarters of Canada’s population, the
30 case studies also provide the basis for a narrative about the whole of
Canada. In this chapter we draw on the experiences from all five provinces
to answer three questions. What kind of health-care reform occurred in
respect of six health-care policy issues in the five provinces during the
1990-2003 period? How much reform occurred? What factors accounted
for the answers to the first two questions?

The six policy issues were purposively selected as representative of the
broader health policy reform challenges that Canadians faced during the
1990-2003 period. By selecting at least one issue from the governance,
financial, delivery, and program content domains, we included the dif-
ferent aspects of decision-making faced within the health sector. The
sample purposively included at least one issue from each of the three
largest publicly funded expenditure categories: the hospital, physician,
and pharmaceutical sectors. The selection also ranged from the overarch-
ing national macro-policy framework level (prescription drug coverage
as a possible extension of the framework and whether for-profit delivery
was compatible with the framework) to meso-policy issues that combined
efficient delivery with equity of access. Moreover, although all of the
cases were large and important issues in their own right, some were also
linked to even broader reform challenges. For example, the case study on
alternative payment plans was also a window into the broader issue of
primary care reform. Thus, in analyzing the nature and extent of reform
for these broadly representative six issues, we shed light on the nature
and extent of health-care policy reform more generally.
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That said, the focus here is on policy reform in the health-care sector.
Reform also occurs through the creative efforts of health-care profession-
als and health-systems managers largely, if not entirely, independently of
government. That kind of reform is not the focus of this book. The second
point is that reform is not necessarily a good thing. Where a health system
is satisfying well its intended purposes, the absence of reform may be
viewed as much welcome “stability.” Where a health system is not meet-
ing its intended purposes, however, the same lack of reform may be seen
as “rigidity.” The desirability of more or less reform is thus dependent
on the context in which it is being considered.

WHat KiInD AND How MucH REFORM OCCURRED?

In order to determine what kind and how much policy reform occurred,
we needed a frame of reference. To answer these first two questions, we
looked for an appropriate standard against which we could test the kind
of reform that had been experienced and measure its magnitude. It was
understood that there was no standard that everyone would consider
appropriate. But there was one that the research team thought that many
readers would consider fair and transparent. We also believed that readers
who had reservations about the choice would be able to “translate” our
empirical results into whatever alternative standard they thought more
reasonable. The standard selected was the consensus of the reforms pro-
posed in the reports of the various commissions, task forces, and advisory
bodies appointed by provincial and federal governments from the late
1980s until 2003 (sometimes referred to as “grey literature”). This meant
we would compare the reforms that took place with the policy reform
ideas that had been set out in well-researched, major reports of that era.

Annex 1 provides an analysis of the reports based on studies under-
taken by Kevin O’Fee (2002a, 2002b). The annex spells out how the grey
literature consensus was determined for each of the six issues. O’'Fee
concentrated on systemwide reports. The provincial reports came in two
waves. The first emerged in the late 1980s and early 1990s amid economic
recession and fiscal restraint. These reports emphasized the transfer of
decision-making and service delivery to the regional level. The overriding
theme was that such devolution was the key to improving health service
delivery and reducing unit costs (O’Fee 2002a, 3).This led to proposals
for “regionalization, deinstitutionalization, and hospital restructuring”
(ibid.). Objectives like comprehensiveness, accountability, responsive-
ness, improved quality, and system integration were viewed as long term
and as being more attainable in the aftermath and as a consequence of
regionalization and rationalization.

The second wave was published in the late 1990s and early 2000s, by
which time fiscal pressures had eased somewhat. Second-wave reports
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had similarities in their emphasis on revisions to governance structures,
financial arrangements, a variety of delivery-related issues (such as
advancing primary health-care reform, wait-list management, and the
role of the private for-profit sector), health management information
systems (which had implications for both governance and delivery), and
coverage (both expanding and restricting). The reports stressed common
themes: long-term sustainability, accountability and transparency, access
and quality. With relative consistency, primary care reform was seen as
the fundamental building block for reforming the entire health-care sys-
tem. This was closely followed by an expressed desire to clarify lines of
responsibility within the governance of the health system and to make
relationships among providers, health authorities, and governments more
precise and, in many cases, more contractual in nature (O’Fee 2002a).

With regard to the kinds of reform, we make two distinctions. One is
between reforms that were directionally consistent with the grey litera-
ture consensus and those that went in a markedly different direction. The
former are referred to as consensus reforms (or just plain “reforms”) and
the latter as counter-consensus reforms.

The consensus reforms generally (not always) supported strength-
ening the macro-policy framework associated with the principles of the
Canada Health Act and related provincial health insurance statutes. To the
extent that the grey literature expressed itself on publicly administered
insurance, it was to favour its expansion. With respect to delivery, the
consensus favoured strengthening existing delivery agents (such as the
system of primary care) rather than replacing them. Thus, the consensus
position did not involve a greater role for markets either through private
for-profit insurers competing with publicly administered insurance or
through private for-profit providers competing with private not-for-profit
providers. Counter-consensus reforms generally aimed at increasing the
role of private insurance and private for-profit delivery.

As our work proceeded, a second way of distinguishing among kinds
of reform emerged, as will be described in chapter 9. This distinction is
on the proximity of the public to a reform. In general, the public interacts
with the health-care system in two ways: people pay for services, and
they receive services. As receivers of services, members of the public ex-
perience reforms directly. As payers of taxes, insurance premiums, and
out-of-pocket fees, citizens also engage directly with the health system.
In the main, these direct interactions correspond with the “delivery ar-
rangements” and “program content” domains.

There are also many aspects of the health-care system that do not
touch the public directly but that have implications for services received
and costs. These aspects of health care involve the “governance” and
“financial” domains. Note that the financial domain here refers to the
financial arrangements of the system like how revenue is raised to pay
for programs and services, how hospitals are funded, and how health
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providers are remunerated.” Under these distinctions, regionalization
is part of the governance (or governance arrangements) domain, needs-
based funding and alternative payment plans for primary care physicians
are part of the financial (or financial arrangements) domain, wait times
and for-profit delivery are considered as part of the delivery (or delivery
arrangements) domain, and drug reform is treated as part of the program
content domain. The significance of these distinctions will become clear
in the discussion that follows.

As for how the amount of reform is “measured,” if all of the elements
in the grey literature were met for a particular issue, this is referred to as
“comprehensive” reform. Other degrees of reform are described as “sig-
nificant,” “moderate,” “limited,” or “none” depending on how many and
which of the elements in the grey literature benchmark were translated
into policy by a province. Each of these degrees of reform is defined in
annex 1 for each of the six issues. These same terms are also defined and
applied for counter-consensus reform issues.

This method of assessing the extent of reform is sensitive to the compre-
hensive standard, not the starting point. Thus, hypothetically, a province
that began the 1990s performing at close to the comprehensive definition
for a particular policy issue and then moved to that standard during the
1990-2003 period would be assessed as having achieved comprehensive
reform even though the amount of incremental reform was not large. A
second province that began well below the comprehensive definition in
1990 and moved very substantially over the decade but not all the way
to the benchmark would be assessed as having achieved less than com-
prehensive reform despite having made a larger policy change.

It should also be noted that this methodology does not entail taking a
snapshot of the policy stance of the five provincial governments for the
six policy issues in 2003. It is therefore logically possible for additional
reform to have occurred or for the amount of reform to have been reduced
between the time a policy reform decision was assessed and 2003. In fact,
in a couple of cases there was more than one reform in an issue between
1990 and 2003. Adjusting the methodology to take these changes into
account would have added to the complexity of our approach without
likely altering the broad findings.

With regard to the benchmarks, the only issue that called for a publicly
visible “big bang” was the idea of extending prescription drug coverage
to all Canadians (which, framed in this more expansive way, can also be
considered a change to existing financial arrangements, not just a change
in which drugs are covered). For all other issues, the benchmark was
aimed at modifying the internal workings of provincial health systems
(e.g., altering incentives for physicians, changing how regions and hospi-
tals were funded, or creating a more systematic approach to dealing with
long wait times). Some of these issues did not engage the general public
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but were of vital interest to those working inside the system. If carried
out to the comprehensive level, these reforms would certainly have been
seen as massive by the insiders affected.

Overall, provincial governments focused on trying to construct more
effective and efficient health systems within the prevailing health-care
model, rather than moving their systems toward a new model. But this
broad stance was not adopted by all. There were also advocates of more
for-profit delivery with a mixture of motives. Some advocates doubt-
less wanted to transform the current system into one in which for-profit
delivery would play a major role. Others believed that some private for-
profit delivery would enhance competition and in so doing improve the
efficiency of what would remain a mainly not-for-profit system. There
were still others who thought that a more accommodating regulatory en-
vironment would provide the delivery system with access to new financial
resources and thereby relieve some of the fiscal pressure on government.
In any case, the consensus of the grey literature was not supportive of
more for-profit delivery, which is why policy innovations in this direction
are described here as counter-consensus reforms (annex 1).

Table 8.1 summarizes our findings on the nature and degree of reform.
It shows that provincial reforms in 18 of the 30 cases were directionally
similar to the grey literature consensus. Only four involved counter-
consensus reforms. In the other eight cases, there was no reform. If
Newfoundland and Labrador is excluded since there was no reform in
five of the cases in that province, 17 of the remaining 24 cases involved
reforms that were directionally similar to the grey literature proposals,
four were counter-consensus, and three involved no reform.

Several broad observations can be made about the table. First, over the
period studied, in relation to the comprehensive reforms proposed in the
commission and task force reports, relatively little reform occurred in the
five provinces taken as a whole. Sixteen of the 30 cases were assessed as
“limited,” “none,” or “counter-consensus limited.” Only one case was as-
sessed as comprehensive, and one at the border between comprehensive
and significant. Meagre is the adjective used here to describe this finding.

The similarities and differences among provinces are considered in
chapter 9. Here a few province-specific points stand out. There was more
reform in Saskatchewan than in other provinces, with Alberta not far be-
hind. In contrast, Newfoundland and Labrador was an outlier. Not only
was there less reform in that province but also less interest in reforming
health care owing to higher political and policy priorities. Quebec com-
missioned many reports on reform issues, but the actual amount of
policy action was assessed as “limited” or less in five of the six cases. But
Quebec prescription drug reform was the largest reform among the 30
cases.? Ontario followed a step-by-step incremental approach with the
word “moderate” perhaps best describing the results in that province.
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ExPLAINING THE OUTCOMES: WHAT ACCOUNTS FOR MEAGRE
RErorMm?

Recapitulating Theoretical Considerations

What accounts for the conclusion above that the reform performance
was meagre? There is no single theory in the health policy, public ad-
ministration, or political science literature that captures the complexity
of governmental decision-making. Malcolm Taylor, for example, in his
classic analysis of the seven decisions that created Canada’s health-care
system, discusses eight different theories and the extent and limits of their
explanatory power (2009, 492-98). As noted in chapter 2, we anchored a
significant part of our approach in the agenda-setting model developed
by John Kingdon (2003) and made heavy use as well of an approach that
distinguishes among ideas, interests, and institutions and factors exogen-
ous to the health system.

The Kingdon model is non-linear, meaning that it does not contem-
plate the idea that decisions move logically forward from one stage to
another in a straight-line progression to a final decision. Kingdon finds
the process “messy.” Fundamental to his approach is that “problems,”
“policy,” and “politics” are separate streams of activity populated by
different people or organizations. Most of the time, they flow in parallel.
But periodically an event occurs that causes either the problem stream
or the politics stream, or both, to merge with the policy stream. These
events create what Kingdon calls a “policy window” in which there is an
opportunity to couple a problem and/or politics with a policy solution.
These windows do not stay open for long, but they are the moments to
make reform happen.

The study team began, for the interview part of the research, with
separate sets of questions for the governmental agenda phase (how and
why an issue began to attract the attention of government), the decision
agenda phase (why a government decided it had to make a decision,
including a decision not to do anything), and policy choice.

Much of our focus was on the policy choice phase of the decision pro-
cess. Our methodology was built on the work of many political scientists.
Asnoted in chapter 2, we use the terms independent variable, variable (unless
explicitly modified by the word “dependent”), factor, and influence inter-
changeably. The independent variables are generally linked to one of four
categories of variables: institutions (such as the government structures or
“rules of the game” within which decisions were taken, policy legacies,
and policy networks); interests (winners and losers); ideas (such as values
and knowledge); and factors external to the health sector. This model is
often referred to as the 31 model for ideas, interests, and institutions, or
3I plus E (for exogenous factors) model.
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There was no presupposition, however, that all of the important explan-
ations for what governments decided would necessarily be encompassed
by these four categories of variables. Nor was it assumed that all of the
variables would play similar roles in shaping outcomes. In short, these
very broad clusters of variables were a starting point but not intended to
prejudge actual observation.

Indeed, as the research team compiled and then analyzed and assessed
the findings in relation to our research questions (particularly the question
“What factors accounted for reform?”), we made important adjustments.
Based on this learning, some of the four categories were decomposed
into eight categories: insider interests, values, knowledge, institutions,
fiscal crisis or near fiscal crisis (hereafter fiscal crisis), public opinion/
civil society, media, and technological change.

We initially coded the influence of governments as “elected govern-
ment officials,” a subcategory of insider interests. But there were certain
conditions under which we thought such coding would be misleading.
Specifically, newly formed first-time governments under certain cir-
cumstances did not behave as insiders. When these conditions occurred,
they were coded to a ninth category, “change in government/leader”
(explained more fully below).

Eight of the nine categories were in turn divided on the basis of whether
they included factors that were endogenous or exogenous to the deci-
sion process. Technological change turned out to be a small influence in
relation to our 30 cases and is not considered further in this chapter. Its
role is reflected in chapter 9 where the analysis is more disaggregated
than it is here.

Distinguishing between Endogenous and Exogenous Factors

In a well-functioning democracy, authoritative decision-makers are those
with the legal power to decide issues that are constitutionally within the
realm of their authority. The decision-makers can be cabinet members,
ministers, or public servants delegated to decide by a minister or by
statute. In rare cases the decision-maker may be the legislature. It is not
only their legal authority but the act of deciding that makes these persons
or bodies authoritative. It is normal to think of those vested with such
authority as insiders—endogenous to the decision process. Their advisors,
whether from the public service or otherwise, and those with relatively
easy access to deciders or advisors, are treated as endogenous as well.
Yet we concluded that for purposes of understanding health reform,
such an approach concealed more than it conveyed. As we examined the
results of our research, we were struck by the fact that most large reforms
(those assessed as comprehensive or significant) were undertaken by



Canadian Health-Care Reform: What Kind? How Much? Why? 179

newly formed, first-time governments that had committed to reform prior
to taking to taking office. The commitments were made either during an
election campaign or during a leadership contest within the governing
party. In either case, the broad reform commitments were taken prior to
forming the government and acted on swiftly—in the first half of that first
mandate—upon taking office. In a sense these new governments were the
new brooms to “sweep out the old ways” and bring in a different course
of action. Accordingly, we chose to distinguish between governments that
met these criteria and all other governments. The former category was
defined as “change in government, or leader of a governing party, that
committed to reform during the election campaign or leadership contest
that first brought the newly formed government to power, and that acted
expeditiously on its commitments after assuming office.” We use the short-
hand “change in government/leader” below. It is an exogenous factor.

Only one of the nine categories was exclusively endogenous: insider
interests. Four were wholly exogenous: change in government/leader,
fiscal crisis, public opinion/ civil society, and media. The four remaining
categories—values, knowledge, technological change, and institutions—
included factors that were both endogenous and exogenous. While in
some cases the distinction between endogenous and exogenous variables
was self-evident, in others it was less so. We have already explained the
reason for distinguishing newly formed governments that met certain
criteria from other governments. The reasoning that led to the distinctions
in three other less-evident situations is set out below.

First, the Canadian people were viewed as outsiders to the decision
process. It is true they are insiders to the health system as patients (espe-
cially) and also as payers (through taxes, premiums, and out-of-pocket
expenses). But paying for or receiving health services does not give the
public insider access to the policy-making process. As will be seen below,
the Canadian public has had a considerable influence on reform but as
an outsider to the decision process, an exogenous factor.

Second, groups representing health-care providers were viewed as
endogenous. Some of these provider groups, particularly medical as-
sociations, had considerable influence on policy outcomes. Other insid-
ers, such as nurses and other unionized health workers, had little direct
influence on policy despite their access to decision makers or advisors.
These relatively weak provider groups often joined with outsider groups
like anti-poverty organizations and bodies representing seniors to create
“health coalitions.” Despite having insiders in their ranks, these coalitions
were treated as exogenous.

Finally, backbenchers on the governing side of the legislature were
treated as endogenous because they had access to decision makers via
the party caucus. Opposition members of the legislature were treated as
exogenous.
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Weighting of Factors and Four Ways in which Factors Influenced
Reform

The factors that influenced reform differed in the magnitude of their
impact. It was simply not practicable to assign a precise weight to each
factor. It would have been misleading, however, to give all the same
weight. What we settled on was a simple division between “major” fac-
tors and all others.

All factors, major and otherwise, were also coded on the basis of the role
they played relative to the grey literature benchmark consensus: factors
that facilitated consensus reform (pro-reform), hindered consensus reform
(anti-reform), mediated between pro- and anti-reform variables (referred
to as “middle territory” below for the sake of simplicity), or facilitated
counter-consensus reform.> As mentioned in chapter 2, anti-reform influ-
ences and those that favoured counter-consensus reform both indicate
opposition to reforms proposed in the grey literature. However, anti-
reform suggests attachment to the status quo whereas counter-consensus
reform indicates opposition to the status quo and movement in a different
direction than that proposed in the grey literature consensus.

RESEARCH REsuULTS

Annex 2 shows, on a province-by-province and case-by-case basis, the
number of times different independent variables were identified as having
had explanatory power in relation to the outcomes in the 30 case studies.
In total, 313 influences were observed, of which 105 were analyzed as
“major” influences. Table 8.2 shows the number of times each of the
categories was found to be a major factor in the 30 cases. It is the first of
several tables that, when considered together, begin to answer the ques-
tion about what accounted for reform.

The reliability of the data in the tables that follow is based on two factors:
the common approach to data collection and analysis used in the 30 case
studies, and the consistent approach to weighting independent variables
across the 30 studies. To help ensure this consistency, this chapter’s au-
thors reviewed the 30 cases and discussed the findings of each with the
individual case study authors in an iterative process. We assigned roughly
similar weights to influences of roughly similar magnitude across the
30 studies and also accounted for differences in magnitude of influence.

Notwithstanding all of the above, we recognize that accounting for
government decision-making is as much art as it is science. The numbers
in all the tables should therefore be viewed as conveying relative influence
in a qualitative sense, not in a quantitatively precise sense.

With all of this methodological explanation, we proceed to a discussion
of each of the categories and the role they played in determining outcomes.
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TABLE 8.2
Number of Times Categories of Independent Variables Were Major Influences on Reform
Decisions in 30 Cases

Independent Variable Category Number of Major Influences
Exogenous

Change in government/ leader 13

Fiscal crisis 13

Public opinion and civil society 9

Media 4

Exogenous and endogenous

Values 16

Knowledge 12

Institutions 11
Endogenous

Insider interests 27
Total 105

Analysis of the Nine Categories
1. Change in Government/Leader

The reasoning underlying the influence of the “change in government/
leader” category is straightforward. Substantial policy reforms invari-
ably create losers as well as winners. Losers may have longer memories
than winners, especially if the winners consider the reform their just
desserts whereas the losers feel the outcome is fundamentally unfair.
Undertaking substantial policy reforms thus potentially involves political
risks. Governments are most likely to undertake such reforms when risks
can be best “managed.” An example of managed risk may be found in
the following scenario: an opposition party commits to certain reforms
during an election campaign and is elected to office with a majority; the
premier appoints a policy champion and presses forward swiftly while
the electoral mandate is still fresh. If the government is able to take ac-
tion—introduce legislation, promulgate regulations, take administrative
action, or make a policy statement that is generally considered binding
(depending on the nature of the commitment)—in the first half of its
mandate, this may leave time for the wounds of the losers to heal. A
similar example may arise after a struggle for power within a governing
party, as the newly elected leader seeks to put his or her stamp on the
government by doing something substantially different.
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When a new government assumes power, it inherits the laws, policies,
and administrative practices that previous governments have helped
to create. The new government has the opportunity to change things. If
it does not act swiftly, it becomes a part of the existing status quo. But
there is sometimes a window after it has first been elected in which it
may behave as an outsider trying to fix the problems its predecessors
have left behind.

The “change in government/leader” category was made up of two
variables. One was the public commitment to reform that was made
prior to or during the election or leadership contest. The commitment
must be in the platform of the party or leadership contestant. The second
variable was evidence that the election/leadership commitment retained
priority with the newly formed government post-election. The most
concrete evidence of this commitment was a sense of urgency leading
to rapid policy action once the government gained office. The test for
urgency was that the government must take action within the first half
of the new mandate. An opposition political party or contestant for party
leadership that committed to a big reform and, once in office, attempted
reform swiftly but only on a small fraction of what had been promised
was not the new sweeping out the old. We found that the appointment
of a policy champion both created and reflected a sense of urgency. In
that case, the prospects of substantial reform were enhanced. The policy
champion could be the health minister or a non-elected person working
out of the office of the premier or health minister. The premier could
effectively appoint himself (e.g., Premier Klein on the issue of for-profit
delivery). However done, the policy champion’s job was to navigate the
decision process quickly and sure-footedly. Not all newly formed first-time
governments that followed this path achieved as much reform as they
had planned, but in the 30 cases we studied it was part of the “formula”
that produced the most reform.

Table 8.3 shows both the phase and the direction of reform for the 13
major variables attributed to this category. Eleven of these variables were
directionally supportive of reform and two of counter-consensus reform.
All 13 had their impact at the governmental agenda/decision phases,
not on policy choice. The 11 pro-reform factors included four related to
regionalization and four to needs-based funding—all eight in the early
1990s in Saskatchewan and Alberta (Romanow and Klein governments).
The APP case in Saskatchewan also involved a major pro-reform commit-
ment. The other two pro-reform factors related to the Parti Québécois’s
comprehensive prescription drug reform in the mid-1990s. The counter-
consensus reform factors related to regionalization in Quebec in 2003
(Charest government). Note that despite major commitments, and quick
action to meet reform commitments, three of the 13 major variables did
not produce large reforms or produced counter-consensus reforms (APP
in Saskatchewan and regionalization in Quebec).
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TABLE 8.3
Distribution of Major “Change in Government/Leader” Independent Variables on Reform
Decisions in 30 Cases

Phase Direction
Pro- Middle Anti- Counter-Consensus  Total
Reform Territory Reform Reform
Governmental/ 1 0 0 2 13

decision agenda

Policy choice 0 0 0 0 0

Six points of interest arose from our analysis of the data. First, the effect
of these political commitments was reflected at the agenda-setting phase
of the decision process. These commitments were broad enough to leave
considerable scope for alternative policy designs.

Second, five of the seven large (i.e., comprehensive or significant) re-
form decisions were acted on in the first half of the first term of a newly
formed government that had committed to such reforms in the election
or leadership contest that brought it to power. The reforms involved
three governments: the NDP government led by Romanow, first elected
to power in Saskatchewan in 1991; the Klein Progressive Conservatives in
Alberta, which won their own mandate in 1993; and the Parti Québécois
(PQ) government elected in 1994 under Jacques Parizeau but with Lucien
Bouchard at the helm when the reform was introduced. The Romanow and
Klein governments both made significant reforms on regionalization and
needs-based funding within the first half of their first term, and the PQ’s
comprehensive reform of prescription drugs was also achieved within
the same time frame. The three political parties in question had made
broad commitments for such reforms in the elections that brought them
to power. The association between this variable and large reform is strong.

Next, these three governments accomplished much more reform in
the first half of their first term than in the rest of their remaining years
in office. And they were not one-term governments. The Romanow-led
NDP won two more elections (1995 and 1999), and the NDP won a fourth
term in 2003 under a new leader after Romanow retired. The Klein-led
Progressive Conservatives won four general elections in succession. The
PQ, first elected under Jacques Parizeau in 1994, was re-elected four years
later under the leadership of Lucien Bouchard.

Fourth is that most newly formed, first-time governments did not
make health-care reform commitments on a scale that would qualify
as comprehensive or significant. At the provincial level, there were six
changes of governing party between 1989 and the end of the third quarter
of 2003. In addition, excluding interim caretaker premiers, seven changes
of leadership occurred within governing parties.* Only four of these 13
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newly formed governments committed to large reforms. They were the
three governments noted above (Romanow 1991, Klein 1992-1993, and
Parizeau-Bouchard 1994) and the Quebec Liberal government led by Jean
Charest that took office in 2003.

Fifth, not all large commitments were met. For example, the Romanow
government did not succeed in reforming remuneration for primary
care physicians to the extent that it had planned. The combination of
resistance from the Saskatchewan Medical Association and the loss of
reform momentum proved hard to overcome. The loss of momentum
was in itself linked to the amount of reform that had occurred early in
Romanow’s first mandate. Each reform—the reduction in drug benefits,
regionalization, hospital closures and conversions, and changes to hospital
funding—had a rationale that fitted with the NDP’s “wellness” objective
or its fiscal imperative. Taken together, however, these measures were
apparently as much change as the public could handle at one time, in-
cluding NDP members and supporters. As for the Klein government, its
reform objectives were slowed after its initial burst of policy innovation.
This resistance ranged from the Alberta Medical Association’s objec-
tions to the large cuts in physician pay to the broader public resistance
to for-profit delivery of publicly funded services. The improvement in
fiscal conditions (discussed below) also took some of the energy out of
reform. A third example is the Quebec Liberal Party’s undertaking to
eliminate regional boards during the 2003 general election campaign.
Premier Charest appointed Dr. Philippe Couillard as minister of health
and social services and allowed him much latitude both as minister and
policy champion. Couillard was committed to doing away with regional
boards. Although the government moved swiftly, it also encountered
many layers of opposition, including from insider experts and regional
voices. When the political process had run its course, the regional level
retained a role, albeit with a different name, “regional agencies,” and a
reduced mandate.

Finally, it is also noteworthy that newly formed governments that did
not make strong election commitments did not achieve large reforms. This
applied to the Rae and Harris governments in Ontario and the several
Liberal governments in Newfoundland and Labrador.

The category of change in government/leader helped open windows
of reform. But it was rarely alone. More often than not it did do so when
accompanied by a second exogenous factor.

2. Fiscal Crisis
A second major influence was fiscal crisis (more fully crisis or near-crisis

fiscal conditions), which was present for close to half of the period under
study.
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During the 1970s and 1980s, provincial spending on health services
grew rapidly. The 1980s were also marked by deteriorating provincial
government finances with health-care costs contributing generously to
that deterioration. When recession set in again at the beginning of the
1990s, the result was to load an additional fiscal burden onto a starting
base that was already shaky. High unemployment was the first concern
of the general public in the early 1990s, and the federal Liberals made
jobs a centrepiece of their 1993 election platform. But among elites there
was a broad consensus that the fiscal situation was the greater priority
(Ekos Research Associates 1994, exhibit 3.1). Government budgets had
to be balanced and government debt reduced to take the pressure off of
monetary policy. If government tightened fiscal policy through spending
cuts, the Bank of Canada would be able to relax monetary policy. Such a
change in the macroeconomic policy mix was hypothesized as the surest
approach to rekindling growth, eventually leading to jobs and a virtuous
cycle (Economic Council of Canada 1988, 22-25).

At the federal level, this in fact turned out to be how events played out.
The restrictive 1995 federal budget—including its very large reduction in
cash transfers to the provinces, much of which was notionally intended
for provincial health systems—was a turning point for Ottawa. Within a
few years, federal finances improved greatly.

The fiscal challenge was severe for most provinces. In 1991, the newly
elected Romanow government in Saskatchewan was warned by its
financial advisors that unless it moved swiftly to improve provincial
government finances, it would have trouble selling new Saskatchewan
debt instruments as old ones matured. Among other things, this led
the government to reduce health spending. Part of the tightening was
accomplished through hospital closures and reductions in drug benefits.
Since hospital closures generated understandable criticism, including
from the government’s own supporters and militants, needs-based
funding was one way of deflecting criticism. In a period of tough fis-
cal times, it made explicit that resources would be directed to where
they were most needed. Without crisis, the Saskatchewan government
probably would have created regional health authorities, but at a slower
pace than it did.

In Alberta, a large drop in o0il and gas prices in the late 1980s and early
1990s resulted in a downward spiral into a governmental fiscal deficit.
The deficit and related accumulation of debt was unacceptable to the
government with its conservative approach to public finances. The gov-
ernment incentive to act swiftly and reverse the trend was reinforced by a
warning from the right-of-centre populist Reform Party. The Reform Party
had successfully elected Alberta MPs at the federal level and threatened
to run provincially if the Progressive Conservative government did not
tackle the deficit as a first priority.
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In Newfoundland and Labrador in 1989, Clyde Wells inherited a fiscal
situation that was as precarious as Saskatchewan’s. The decline in the
cod fishery followed by its closure added a major third dimension to the
already chronically high provincial unemployment rate and the cyclical
unemployment associated with the Canada-wide recession. Striking
hospital support workers and striking nurses were legislated back to
work in 1990 and 1999, respectively. Public sector wages were frozen for
several years. There was no room for health-care initiatives except those
that were thought likely to save money.

Harsh fiscal conditions resulted in reductions in provincial wage
and salary budgets in Ontario during the period of NDP government
(1990-1995). So-called Rae days (forced additional days of unpaid leave
for public servants) is a reminder of the mood of the time and the govern-
ment’s clash with public sector unions. Quebec’s fiscal situation was no
better than Ontario’s. Physicians” incomes were tightly controlled. When
the PQ was elected in 1994, it put the government on a deficit elimination
track. The decision to opt for a mixed public/private financing solution
to the prescription drug case was a result of the deficit targets.

By the beginning of the 1990s, provincial governments had come to
accept that it was not realistic to expect a reduction in demand for pub-
licly insured provincial health services. The only way, therefore, to slow
significantly the rate of increase in health spending was to cut back on
the supply side, which was seen by some to have grown excessively in
the 1970s and 1980s (Taylor 2009, 474-78). In provincial politics, this was
reflected in the decision of almost all provincial governments to more or
less freeze per capita health-care spending in constant dollars from 1992
to 1996 (described by CIHI as a period of “retrenchment and disinvest-
ment” [2012, 1]). Alberta was the outlier as it went much further than
other provinces in cutting back (CIHI 2012, Table A.3.2.2).

Although the details of the response differed from one province to an-
other, a common reaction was the closing of some hospitals, the merging
of others, and the imposition of expenditure caps on physician compen-
sation (Barer, Lomas, and Sanmartin 1996, 219-24). Intake into medical
schools was reduced. Some nurses were laid off, and others had their
status converted from permanent (i.e., with fixed employment terms) to
casual (i.e., without fixed employment terms). Supply was thus reduced
even though there was no reduction in demand. Indeed, by the time
Ottawa announced its austerity budget in 1995 and cut back sharply on
its cash transfers to the provinces beginning in fiscal year 1996/97, the
provincial governments were already four to five years into their freeze.
Provincial governments had by then intervened so aggressively on the
supply side of health services that they had to absorb the impact of the
federal reductions outside the health expenditure “envelope.” The federal
cuts precipitated a prolonged period of tense and dysfunctional federal-
provincial relations, much of it acted out in public.
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By the late 1990s, the public finances of federal and provincial govern-
ments had improved significantly. But the stress on intergovernmental
relations did not disappear as quickly. These tensions cast a shadow over
Canadian politics until the 2004 First Ministers’ Health Accord, which
served effectively as the “peace treaty” that brought that episode to a
close (First Ministers” Meeting 2004).

From the viewpoint of health system reform, the fiscal crisis had two
quite different kinds of effects in relation to the six issues we studied.
On the one hand, it served as a counterweight to expanding the range of
publicly insured services. In Newfoundland and Labrador, fiscal crisis
made the expansion of prescription drug coverage a non-starter. The cuts
to prescription drug benefits in Saskatchewan were motivated entirely
by fiscal crises. These two cases are reflected in the governmental / deci-
sion agenda row in the upper half of Table 8.4 in the “anti-reform” and
“counter-consensus reform” columns, respectively.

Fiscal crisis did not prevent Quebec and Ontario from expanding their
drug coverage, but it did shape the specific policy choices made by the
governments of these provinces. The large role retained for private in-
surers in Quebec’s prescription drug reform was driven heavily by the
government’s commitment to a balanced budget. Ontario’s Trillium Drug
Program was targeted at persons in households with high prescription
drug costs relative to net household income through an income-related
sliding-scale deductible. These two cases are shown in the policy choice
row in the upper half of Table 8.4. They are in the “middle territory”
column to reflect the fact that the provinces were balancing pro-reform
and anti-reform factors.

TABLE 8.4
Distribution of Fiscal Crisis Independent Variables on Reform Decisions in 30 Cases

Nature Phase Direction
Pro- Middle Anti-  Counter-Consensus Total
Reform  Territory  Reform Reform
gov.e.mmentalé 0 0 1 1 )
Counterweight ecision agenda
to prog.ram Policy choice 0 2 0 0 2
expansion
Both 0 2 1 1 4
Gov'ernmentaI/ 7 0 0 ) 9
decision agenda
Efficiency-
enhancing Policy choice 0 0 0 0 0

Both 7 0 0 2 9
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The bottom half of Table 8.4 involves nine cases. Seven are pro-reform
and relate to regionalization, needs-based funding, and alternative
payment plans that were experienced to varying degrees in Alberta,
Saskatchewan, and Newfoundland and Labrador. The other two cases
relate to for-profit delivery. They are coded as counter-consensus because
they pointed toward a more market-oriented strategy for achieving
efficiencies.

3. Public Opinion and Civil Society

Public opinion was determined through research studies (Maxwell et al.
2002; Mendelsohn 2002; Soroka 2007) and the myriad of public opinion
polls available for the study period. The influence of civil society groups
was determined by analyzing news coverage and information on web-
sites. It should be noted that this category also includes policy entre-
preneurs advising government on a single issue whether at the request
of government or self-motivated.® (It does not include individuals who
were appointees of provider groups; for example, a physician advising
government on behalf of a medical association is viewed as representing
physician interests.)

During the study period, a majority of Canadians strongly favoured
maintaining medicare and fixing it where necessary (Mendelsohn 2002,
1-3). The views held by civil society groups generally coincided with
the majority of Canadians as reflected in the public opinion data. At the
broadest level, key civil society groups served as a voice for preserving
medicare and expanding its scope. In fact, civil society groups aimed to
protect and reinforce the dominant values of the period—the values as-
sociated with medicare.

Civil society groups can be divided into those with a wide lens (e.g.,
Council of Canadians), those with a health lens (e.g., Canadian Health
Coalition), and groups that advocated for people with specific diseases.
The latter were players in the Quebec and Ontario prescription drug cases.

The Council of Canadians has a wide mandate that reflects the views
of the political left. Its website summarizes highlights from earlier years
and reflects its interests. In 1995, for example, the council gave Prime
Minister Chrétien a failing grade on social policy “for the Canada Health
and Social Transfer cuts of $7 billion that put medicare, post-secondary
education and vital social services at risk” (Council of Canadians 2011).
In 2002, the website highlighted the council’s message to the Romanow
Commission “that health care must be properly funded, that it should be
expanded to include pharmacare and homecare, and that it must be pro-
tected from international trade agreements” (ibid). That year the council
held public events in 15 cities across Canada either before or at the same
time as the commission’s hearings. It also held events outside the annual
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meetings of the Canadian Medical Association when the CMA appeared
to be endorsing more for-profit delivery in electing presidents who were
strongly identified with that position.

The Canadian Health Coalition is “a public advocacy organization
dedicated to the preservation and improvement of Medicare” (Canadian
Health Coalition 2012a). Its membership comprises “national organiza-
tions representing nurses, health care workers, seniors, churches, anti-
poverty groups, women, students and trade unions, as well as affiliated
coalitions in nine provinces and one territory” (ibid.). It views health care
from the perspective of the political left and centre-left. The coalition is
interested in a broad range of health issues. Its website in 2012 highlighted
nine issues, including the First Ministers’ 2004 Health Accord, pharmacare,
enforcement of the Canada Health Act, health-care financing, wait times,
and continuing care. Given the substantial role of health unions in its
makeup, it not surprisingly took a stand against a larger role for private
for-profit delivery arguing that privatization of health services was a
“guarantee” that Canadians would “pay more get less” (Canadian Health
Coalition 2012b). During our assessment period, the coalition maintained
ties with academic researchers whose views often overlapped its views.
These connections helped the coalition to generate lucid criticisms of
policy changes or proposed changes that did not align with its positions
(Canadian Health Coalition 2012c).6

While the national efforts of both the Council of Canadians and the
Canadian Health Coalition were impressive, it is doubtful that their ef-
forts had a substantial impact on the federal government regarding such
issues as pharmacare or home care. The federal Liberals came to power
in 1993 with a commitment to enforce the Canada Health Act, which they
and other critics claimed the Progressive Conservative government had
not done. Whatever influence civil society groups may have had on the
more forceful stance of the Liberals was probably marginal and short-
lived. During the Chrétien years, they would have been seen as political
opponents, groups that chose to “stay out of the tent and criticize rather
than enter and compromise.””

The story is more complex when we hone in on the impact of this
category of variables on the cases. On the one hand, we found little link-
age between public opinion and three reform issues—regionalization,
needs-based funding, and alternative payment plans.® This is because
much of the decision-making on those issues was carried out without
public knowledge or was not particularly visible to the public. Chapter
9 elaborates on this lack of transparency.

In contrast, in the 15 case studies that involved issues of delivery and
program content, there was more transparency, and public opinion and
civil society groups were more involved. Specifically, six of the seven pro-
reform observations in the upper half of Table 8.5 were associated with the
delivery domain. Public opinion played a major role in putting wait times
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on the governmental agenda in Saskatchewan and Alberta. The Friends of
Medicare in Alberta and the Ontario Health Coalition could not prevent
the Klein and Harris governments from placing for-profit delivery on the
agendas of their respective governments. But they slowed the decision
process. It took the Klein government seven years to implement reform.
He was forced to water down his initial position significantly as a result
of the local pressures brought to bear by the Alberta Friends of Medicare.
In Ontario, it took eight years for the Progressive Conservative Party to
achieve reform, by which time Ernie Eves had replaced Harris as party
leader and premier. AIDS Action Now, an advocacy group in Ontario, was
instrumental in putting drug reform on the governmental agenda and
in persuading Premier Rae that his government had to make a decision.
Policy entrepreneurs (included within the public opinion/civil society
category) were important in the policy choice in two cases: the Ontario
Cardiac Care Network and the Saskatchewan Surgical Care Network.

Seven of the nine major independent variables under the public opinion
and civil society category supported reform (see Table 8.5). This was nota
surprise. Rather it was a reflection of our selection of issues and method
of analysis. Five of the six reform issues were associated with ways of
improving or expanding the existing model for hospital and medical
services, or improving the context in which the model operated. The sixth
issue was for-profit delivery. Since the grey literature was against for-profit
delivery, opposition to it is interpreted as pro-reform. There was no reason
for public opinion or civil society groups to oppose reforms intended to
improve a model that they knew well and supported.

TABLE 8.5
Distribution of Major Public Opinion/Civil Society and Media Independent Variables on
Reform Decisions in 30 Cases

Independent Phase Direction

Variable

Category Pro- Middle Anti-  Counter-Consensus Total

Reform  Territory  Reform Reform

Gov.e.rnmental/ 5 1 0 1 7
decision agenda

Public opinion/

civil society Policy choice 2 0 0 0 2
Both 7 1 0 1 9
Gov'e'rnmental/ 3 0 0 0 3
decision agenda

Media Policy choice 0 0 0 1 1

Both 3 0 0 1 4
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4. Media

The media were not a major influence or indeed a factor of much import
in any of the provincial case studies on regionalization, needs-based
funding, or alternative payment plans. This result is consistent with our
earlier observation that these issues were decided without any noticeable
influence from public opinion and civil society groups.

The issues where the media were most influential were wait times
and, secondarily, prescription drug reform. All five case studies of wait
times noted some media influence on reform; in Alberta, Saskatchewan,
and Ontario, the media were a major influence. The media were also a
major factor in the prescription drug reform in Ontario. The impact of the
media in these cases helped to put the issues on the governmental agenda
and to advance them to the decision agenda. The media, however, had
no observable influence on the specific policy choices that were made.

As for the issue of for-profit delivery, the media played a role but a
lesser one. The resistance of the Friends of Medicare in Alberta enjoyed
media coverage as did the federal government’s opposition to Premier
Klein’s initiative. Klein himself was a sufficiently outgoing proponent of
privatization that he, too, made for good copy.

5. Values

Values, knowledge, and institutions are the next three categories dis-
cussed. It will be recalled that we decided to divide “ideas” into two
separate categories—values and knowledge—so that the role of evidence
could be distinguished from values. Table 8.6 enables us to compare how
each of these categories affected policy reform. As institutions include
policy legacies, and the line between legacies and values can be blurred,
we have also incorporated institutions into Table 8.6.

The egalitarian values that played a large role in the development of
Canada-wide medicare continued to exert influence during the period
studied. Given the meagre amount of reform that was undertaken, it will
come as no surprise that these values played a bigger role in protecting
medicare than in changing its fundamentals. Indeed, the fact that values
were employed to protect medicare suggested that there were competing
values. While private for-profit delivery was not, and is not, precluded
under the Canada Health Act, it was seen by some as an assault on medicare,
especially by the civil society groups mentioned above. The next chapter
will discuss the role of values in different provinces and on different
issues. Our focus here is on the Canada-wide setting and the fact that
values played a much larger role in the governmental agenda and deci-
sion agenda phases of decision-making than at the policy choice stage.’
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Matthew Mendelsohn’s work for the Commission on the Future of
Health Care in Canada speaks to the role of values. Mendelsohn examined
all available public opinion polls on health care between 1985 and 2000
and reached the following conclusions (2002, 1-2):

Despite this perceived decline over the past decade and dissatisfaction with
a number of key aspects of the system, this report shows that Canadians
continue to prefer the Canadian model. They have reached a mature, settled
public judgment, based on decades of experience, that the Canadian health
care model is a good one. Some public opinion polls elicit off-the-cuff,
transitory responses to recent events, while others represent informed and
relatively stable preferences that reflect people’s deeply held views. The latter
can be thought of as “public judgment” rather than just “public opinion,”*°
and although Canadians are still grappling with what to do in the future,
they have reached a public judgment about the past: they like Medicare and
think it should be preserved."

Mendelsohn'’s conclusion was reinforced in a series of dialogues organ-
ized in 12 different cities across the country on behalf of the commission.
These sessions showed that “Canadians are passionate about health care
and very concerned about its future. They want to keep the core principles
of the Medicare model that accord with their strongly held values of uni-
versality, equal access, solidarity, and fairness” (Maxwell et al. 2002, vi).

The medicare model had much support. Not only was it important to
Canadians individually and collectively, but it was also reflected in “insti-
tutions” such as the Canada Health Act and related provincial public health
insurance legislation. The federal Liberal Party, and the NDP at both the
federal and provincial levels, claimed parental rights and rarely missed
an opportunity to stress how important medicare was to Canadians.
Unionized health-care workers, the Canadian Health Coalition, the
Council of Canadians and their numerous affiliates were politically active
in support of these values as were large swaths of the research commun-
ity. In some sense, the combination of values upheld by the public, the
legislation in which the values were embedded, the interest groups and
politicians who promoted and defended medicare, the public servants
who were attached to it for reasons both self-interested and altruistic, and
their numerous supporters from the research community, was akin to a
vertically integrated industry. It could be called Medicare Inc. The one
sure issue on which all the political actors involved in Medicare Inc. could
agree was the need to protect what was most precious to them: public
funding for hospital and medical services that were accessible to all with
priority given to those whose medical needs were most urgent. Enlarging
the reach of medicare was a goal for many, but not all. Otherwise, the
program was untouchable. Those who questioned any aspect could count
on rapid retribution.
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During the Chrétien and Martin years (1993-2006), the governing
Liberal Party of Canada made no firm commitments to the provinces
and territories to expand the boundaries of medicare, focusing instead
on enforcement of the legislation. Shortly after winning office in 1993,
the Chrétien government warned provinces about breaches of the Canada
Health Act and subsequently imposed penalties on five provinces (Madore
2005, section F). For its remaining years in office (until 2006), the Liberal
government “went to ground” on enforcement (i.e., worked on enforce-
ment through private consultation with provincial governments) except
for its dispute with Premier Klein about some of his privatization ideas.

In his 1995 budget, Finance Minister Paul Martin announced a planned
cut of $7 billion annually from Ottawa’s transfer payments to the prov-
inces, much of it notionally intended for health care. This decision alien-
ated provinces. It also reduced the prospects of expanding the scope of
the health services to which the Canada Health Act might apply since its
scope depended on provincial cooperation. It might be thought therefore
that the legitimacy of the Liberals as the party of Canada-wide medicare
would have been in shambles. But the Liberal government held cards in
both hands. In its right hand were the high-value cards worth many bil-
lions of dollars as a result of its cuts in transfer payments to the provinces
and territories. In the late 1990s and the very beginning of the 2000s, it
was parsimonious about returning these funds to the provinces. But from
its left hand the Liberal government was dealing out cards with lower
face values, tens of millions of dollars, large enough to keep the dream
of expanding medicare alive. By funding pilot projects, commissioning
reports, and holding major conferences, and by its ongoing rhetoric, the
federal Liberals encouraged Canadians to hold to the idea that medi-
care was a fair and just way of financing and delivering services and a
concrete expression of Canadian values. The “sharing values” were not
just abstractions but had political, institutional, interest group, and civil
society connections; these values were therefore very important factors
in health-care politics. Indeed, for some Canadians the legacy had status
as a national symbol of Canadian distinctiveness (Mendelsohn 2002, 2;
Soroka 2007, 23-24).

The values of medicare—the risk-sharing embedded within it—also
had an offensive posture. This posture applied to the idea of enlarging
the Canada-wide publicly financed health insurance system to include
uncovered needs such as prescription drugs and home care. It applied as
well to reforms that were expected to improve the delivery system such
as regionalization, needs-based funding, and alternative payment plans
for primary care physicians. But the evidence shows that the expansion
or improvement of medicare did not resonate with the wider public to
nearly the same degree as did protecting the existing system (Abelson
etal. 2004, 190). In this sense, the main goal and role of the values category
during the 1990-2003 period remained one of protecting and improving
the status quo.
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6. Knowledge

The knowledge category includes information and analysis found in ma-
jor reports, interjurisdictional learning, and the knowledge arising from
activities of the research community. Given this breadth, “knowledge”
played a role in almost all reform cases, and in some cases there was
more than one knowledge-related observation. It played a major role in
12 cases, 10 of which supported reform (Table 8.6).

There is much overlap among variables in the knowledge category. For
example, new findings of an individual researcher or research team may
be published in a journal. The principal author may provide the same
results, packaged differently, to a provincial task force or legislative com-
mittee that in turn may integrate them into its report. The researcher may
be contacted by public servants from other jurisdictions to brief them. His
or her work may also identify data gaps that get taken up by provincial
authorities and the Canadian Institute for Health Information (CIHI).
This category also overlaps with the insider interests and institutions
categories in that these actors often undertake or fund research which
they then use to advocate or resist policy reform. Our analysis was not
sufficiently fine-grained to allocate a part of the impact to the interest
group or institution and a part to research.

Bearing in mind these qualifications, the knowledge variable that was
cited most frequently in the 30 cases was “major report,” usually from
commissions or task forces commissioned by governments (annex 2,
Table A2.1). Governments normally provided some kind of public reac-
tion to the report recommendations since they had commissioned the
work. Reports often packaged existing information and knowledge in a
way that attracted media attention. In most cases this coverage helped
generate public discussion of both the report and government feedback.
But once the reports were released, the authors had limited time and
resources to sustain their message. Moreover, as should be clear by now,
their recommendations almost invariably proposed much more reform
than governments were willing to embrace at the time.

The limited short-run impact of major reports is not surprising since
such reports may be commissioned for more than one reason. A report
may be commissioned as a stepping stone to building public support for
large changes in health policy. It may be used to give profile to a set of
issues during a period when policy action is judged to be impractical but
a government wishes to keep the reform flame alive. It may be aimed ata
specific task, such as the report that framed the policy choices that resulted
in comprehensive reform of prescription drug policy in Quebec. From
a different perspective, it may also be employed to sideline an issue, as
the Arpin report was seemingly designed to do with respect to for-profit
delivery in Quebec. After major reports, “research/information” and
“interjurisdictional learning” were the other two knowledge variables
most cited in the case studies.
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Two points related to the role of knowledge are noteworthy here. First,
knowledge played a larger role in policy choice than it did during the
governmental agenda or decision agenda phases of the reform process—
the opposite of what we found on values. In general, knowledge was not
an opener of policy windows.

Second, the finding that knowledge was mainly influential after a re-
form window had opened speaks to the challenges of using knowledge
to advance reform. Many reform ideas that accumulated over the years
did not lead to reform. There is a range of possible reasons: the policy
research community may not have connected well with the “problems”
and “politics” streams; it may have connected at the wrong times or failed
to sustain its connections; or it may have done all the right things but lost
out in the rough and tumble of political decision-making. In some cases
there may have been limited receptor capability in government due to
limited resources or as a matter of choice. Nonetheless, governments made
large investments in knowledge creation during our study period, and
Canadians need to do better in incorporating it into the decision process.

TABLE 8.6
Distribution of Major Values, Knowledge, and Institutional Independent Variables on
Reform Decisions in 30 Cases

Independent Phase Direction

Variable

Category Pro- Middle Anti-  Counter-Consensus Total
Reform  Territory ~ Reform Reform

Governmental/

decision agenda 10 0 0 3 13
Values Policy choice 1 0 0 5 3
Both 11 0 0 5 16
decsonsgenda 220 0 4
Knowledge Policy choice 8 0 0 0 8
Both 10 2 0 0 12
decsonsgenca 3 01 0 4
Institutions Policy choice 6 1 0 0 7

Both 9 1 1 0 1
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7. Institutions

Some institutions of interest are specific to the health sector and others
are not. In the latter category are overarching institutions, including fed-
eralism and the Westminster system, which might have influenced our
30 case studies. On the Westminster system, Carolyn Tuohy (1999) has
written that for major health reforms to occur, among other things, the
“political system must provide a consolidated base of authority for policy
action” (11). Given the relatively limited direct influence of the federal
government and federal-provincial relations on our six reform issues, it is
the consolidation at the provincial level that is relevant for our purposes.
During the period studied, all provincial governments enjoyed majorities
in their legislatures (including one case of a stable coalition), and the
party system generally left little or no room for independent action on
health by individual MLAs (except for a brief period in Alberta). Yet the
fusion of executive and legislature was not a major theme in any of the
five provincial chapters or in the 30 case studies that underpinned them.
The fusion was taken for granted (as was the first-past-the-post electoral
system that had helped to create majority governments).'?

As for federalism, our cases showed little direct impact at the overarch-
ing level from 1990 to 2003, unlike earlier periods in the development of
health services.” Concerning the six policy issues assessed in this book,
federal law was permissive but not directive. The federal transfer legisla-
tion, initially Established Programs Financing and then the Canada Health
and Social Transfer, in conjunction with the Canada Health Act, neither
precluded nor required the reform directions in the grey literature con-
sensus. It simply insisted that the existing Canadian model for hospital
and medical services be preserved and where possible improved, but not
replaced. In this sense, the impact of federalism was toward preserving
the status quo. It should come as no surprise, therefore, that the federal
government and federal-provincial relations were seen as a major influ-
ence on policy reform outcomes in only three of the 30 cases. And in two
of these cases—the Alberta for-profit delivery and Quebec prescription
drug reform—the federal role was not the decisive factor in the outcome.
Where it was decisive was in the introduction of the limited 1998 Alberta
Child Health Benefit Program, which was funded indirectly through the
federal government’s National Child Benefit. This was, however, a small
reform. Put more positively, the Canada Health Act was not an impediment
to the reforms that served as the basis for this book. Its flexibility permit-
ted a wider range of reforms than was in fact undertaken.

This conclusion has to do with the direct effects of federalism only. There
is a plausible argument that there were indirect but not inconsequential
effects that our research methodology did not show. Two are noted here.
One is derivative of the political strategy used by the federal Liberal
government from the time it took office in 1993 until its defeat 2006. Its
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political priorities in respect of health care putitin conflict with a majority
of provinces most of the time and with the federal opposition parties of
the right. As noted above, during its first 18 months in office, the Chrétien
Liberals enforced the penalty provisions of the Canada Health Act, resisted
provincial demands for an equal role with the federal government in the
interpretation of the CHA, and rejected the provincial request that the
National Forum on Health be co-chaired by a premier. The 1995 budget
was highly divisive as was the way in which it was communicated. The
subsequent battle between the provinces and Ottawa about the level
and adequacy of federal funding for health care was dysfunctional,
which exacerbated tensions in the federation (Lazar et al. 2004a, 141-44;
Marchildon 2004; Standing Senate Committee 2002b, section 1.2). While
that battle was being waged, the federal government was communicat-
ing the view that medicare was a national icon and that opposition par-
ties on the right had a “hidden agenda” that would undermine it. The
federal Liberals also used their considerable communications resources
to minimize the political damage from their cuts in transfers by turning
attention to these other issues. This tactic may well have succeeded to the
extent that civil society groups, public opinion, and the media generally
focused on these federal-provincial-territorial issues and public sector/
private sector divides when the actual substance of reform was at the
provincial level. Unintentionally, Ottawa may have lessened the time
and attention that civil society groups, the public, and the media gave to
the actual reform agenda.

Second, the decision of provincial premiers in the late 1990s to fight the
reduction in federal transfers reduced the incentive for provincial gov-
ernments to undertake certain kinds of reform. Specifically, any province
that undertook a major expansion of insurance coverage without a large
federal financial contribution would have undermined the provincial
argument that their health systems were underfunded. One effect of this
situation was to leave in limbo proposals for extending medicare to in-
clude prescription drugs and home care—issues that the federal Liberals
chose to talk about but not act on.

With regard to the health-specific institutions, we note two types that
were relevant to reform outcomes. First were ad hoc policy networks as-
sociated with the two most technical issues—needs-based funding and
wait times. In the reform of needs-based funding, informal networks of
experts with technical knowledge played a significant role in Alberta
and Saskatchewan. On the wait-times issue, the creation of the Ontario
Cardiac Care Network between 1988 and 1990 was heavily influenced by
an effective policy network of a precursor organization, the Metropolitan
Toronto Triage System. These two organizations were the pioneers of wait-
list management in Canada. Almost a decade later, the Western Canada
Waiting List Project—a collaborative undertaking by seven regional
health authorities, four medical associations, four provincial ministries
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of health, and four health research centres—ran from 1999 to 2004. The
Saskatchewan Surgical Care Network drew on the contacts associated
with that enterprise and others. These policy networks account for five
of the nine pro-reform policy choice influences in the institutions section
of Table 8.6.

Second were the bilateral management committees made up of rep-
resentatives of provincial medical associations and ministries of health.
The management committees were in early stages of development during
the study period and influenced only a few decisions (e.g., the decision
agenda and policy choice in Alberta)."

Table 8.6 compares the ways in which values, knowledge, and insti-
tutions (excluding indirect effects of federalism, which is a principal
theme of chapter 12) influenced reform outcomes in the 30 cases. In all
three categories, the factors were mainly pro-reform. Values were most
influential at the governmental agenda / decision agenda phases of the
decision process, while knowledge and institutions played a relatively
larger role at the policy choice phase. Together these two points suggest
that the effects of knowledge and institutions were very similar. In fact,
in several cases, policy networks (institutions) transmitted the knowledge
that led to policy outcomes.

8. Insider Interests

This section focuses on organizations that decided on policy reform, that
influenced it, or that attempted to do so by virtue of their access to the deci-
sion process. The analysis includes organizations representing physician
interests, hospitals and other care institutions, nurses and other health
professionals, as well as elected and appointed provincial officials who
decided or advised on health policy. These organizations often combined
advocacy and bargaining roles. The discussion below does not focus on
single-issue interest groups. Their role is set out in the individual case
studies and was discussed above under the “Public Opinion and Civil
Society” heading.

Provincial Medical Associations. As the six policy reform issues dealt with
in this book were within provincial legislative competence, not only con-
stitutionally but also practically, the focus here is on provincial medical
associations. The role of the Canadian Medical Association is discussed
in chapter 11.

To understand the role of provincial medical associations during the
years we studied, some historical perspective is useful. Although prov-
incial medical associations (and their precursors) opposed the creation of
publicly financed medical insurance during the 1950s and 1960s, once the
federal Medical Care Act, 1966 was enacted, a process of accommodation
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evolved between the associations (in the case of Quebec two “medical
unions”?) and provincial governments (Tuohy 1999, 207-34). Initially,
arrangements between medical associations and governments addressed
mainly increases in the fee-for-service schedule for physicians. In the
1980s, the dispute about physicians’ right to extra-bill soured the relation-
ships. Once the Canada Health Act and related provincial legislation had
been passed, however, the accommodation process between provincial
medical associations and provincial governments began anew. The logic
of focusing on fee schedules alone, however, did not work for govern-
ment (Lomas, Charles, and Grew 1992). Government needed some way
of controlling aggregate costs, which required keeping tabs not only on
the fee schedule but also on the number of physicians authorized to bill
the province and the intensity with which those physicians, on average,
provided each service. As these needs were addressed, relations between
medical associations and provincial health ministries became closer and
more intertwined. It is this post-CHA renewal process and its outcome
that were the backdrop to our case studies.

By the 1990s, “master agreements” set out the relationships between
provincial medical associations and provincial governments (usually
health ministries) in most provinces. Some read like international agree-
ments in their formality. While the agreements functioned mainly as
instruments for collective bargaining, secondarily they became vehicles
through which provincial governments could systematically obtain phys-
ician input into planned policy and program changes affecting physicians.
The medical associations therefore had insider access to proposed policy
reforms affecting physician compensation and working conditions. By
the early 2000s the medical association in each province had established
itself as the sole legal representative of the medical profession. In Quebec,
separate bodies represented primary care physicians and specialists.
Although these unusual relationships between state and insider interests
were not guaranteed to last in perpetuity, the relationships became wider
and deeper. Some provinces created bipartite or tripartite committees
in conjunction with their respective medical associations to oversee the
relationships.

The 2000 Memorandum of Agreement between the Ontario Medical
Association (OMA) and the Ministry of Health and Long-Term Care
(MOHLTQ) illustrates the scope of the understandings. It provided that
a Physician Services Committee would oversee a process to monitor and
evaluate the items laid out in the agreement. The committee was made
up of representatives of the MOHLTC and the OMA, with a co-chair
from each party and a facilitator chosen jointly. One provision of the
committee’s mandate shines light on the scope of the ministry-association
partnership: to “develop recommendations, either on its own initiative
or as a result of reports and recommendations received from committees
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reporting to it, to the MOHLTC and the OMA leading to the enhancement
of the quality and effectiveness of medical care in Ontario.”!

Among the other four provinces we studied, the arrangements varied. In
Alberta, during the years when there were regional authorities, the master
agreement was tripartite involving the provincial medical association, the
government, and the representative of the regional health authorities. Like
Ontario, the Alberta arrangements had a committee structure to “manage,
oversee and provide general guidance to the relationship and the budget
process” (Alberta 2003). The Saskatchewan master agreement relied on
committees with specific-purpose mandates. It called on the board of
the Saskatchewan Medical Association to establish committees, and to
chair on such issues as “rural and regional programs and incentives.” In
Quebec, there were two principal agreements, one with the Fédération
des médecins omnipraticiens du Québec and one with the Fédération des
médecins spécialistes du Québec."” The government’s role was somewhat
broader in Quebec than in other provinces. The two federations had long
accepted that physician remuneration should increase at the general rate
of increase in the public sector. Much effort accordingly went into the fee
schedule and issues around utilization (Lomas Charles, and Grew 1992,
81-103). In Newfoundland and Labrador, the government was represented
by the treasury board minister, not the minister of health, signalling that
the agreement more tightly focused on issues of financial remuneration.

It is within this framework of structured relationships between medical
associations and provincial governments that we examine the influence
of medical associations on three of the policy issues. The alternative
payment plan (APP), regionalization, and wait-times cases each had the
potential to alter sharply the public payment/private delivery bargain.
APP threatened to narrow the entrepreneurial freedom of physicians.
If fee-for-service was eliminated as a form of remuneration, it might
be uneconomic for doctors to operate solo practices and small medical
partnerships. In any case, it would detract from the self-image of the
physician as a self-employed professional. Regionalization might have
shifted medical budgets to the regional level with unknown impacts on
physician compensation and professional autonomy. The wait-times
case also had implications for the professional autonomy of individual
physicians.

In the APP case, there were differences within the physician commun-
ity. When the public payment/private delivery bargain was initially
reached in the 1960s, it was recognized that “continuation of private,
fee-for-service as the predominant mode (of payment) would be the
result” (Tuohy 1999, 204). Although this remained the case during our
period of study, with the great majority of physicians including almost
all older primary care doctors preferring fee-for-service, some younger
family physicians favoured alternative payment systems. A key role for
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associations representing doctors’ interests therefore was to work out an
internal consensus to bridge these differences. The consensus position that
medical associations typically brought to the discussion with government
officials was one that would allow physicians to choose between the trad-
itional fee-for-service (FFS) method and one or more of the alternatives
such as capitation or salary, including methods that blended FFS with
one of the alternatives. This position fell well short of the grey literature
proposals that favoured rapidly ending fee-for-service but was a step in
that direction; the magnitude of the step varied among provinces but in
no case amounted to a large reform between 1990 and 2003. Governments
understood the range of views within the medical profession and did not
push for comprehensive reforms. They made the political judgment that
they had to work with the doctors rather than alienate them.

In Newfoundland and Labrador, there was good cooperation between
the Newfoundland and Labrador Medical Association (NLMA) and the
Ministry of Health in the 1990s. The NLMA tended to support alterna-
tive payment systems for family doctors, and a deal with the province
that would have actively encouraged alternative payment schemes on a
voluntary basis was close to fruition in 1999. In the end relations soured,
mainly over money, and no reform was implemented.

The Quebec case was similar. The province and the Fédération des
omnipracticiens du Québec (FMOQ), the federation representing family
physicians, reached a tentative agreement that would have seen doc-
tors reorganized into voluntarily constituted family medicine groups
responsible for providing services to a given population. Compensation
of participating physicians was to consist of three elements: capitation
according to the number of registered patients, a base amount, and fee-
for-service payment. This understanding collapsed when, in anticipation
of the coming 2003 general election, the government attempted to rush the
implementation of the arrangement before working through the details
with the FMOQ.

In Ontario, the reform policy was also voluntary. Family Health
Networks, established in 2001, provided a choice of blended payment
(capitation based on age and sex profile of patients with some FFS and
bonus elements) or reformed FFS.

The Saskatchewan Medical Association strongly resisted some of the
ideas that the Romanow NDP government had been considering when
it attempted to move forward its agenda for primary care reform. By
that time the government was in the second half of its first mandate and
attracting much criticism for the reforms it had implemented. The SMA
had not shown a significant interest in the regionalization and needs-
based funding cases and it was under pressure from its members to take
a stand on protecting the inviolability of FFS. The fact that FFS was cen-
tral to the Saskatoon accord that had signalled the end of the physician
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strike three decades earlier may also have been a factor. Whatever the
explanation, the SMA blocked early progress of alternative payment plan
reform, and Saskatchewan remained a laggard on this issue throughout
the study period.

In contrast, it was the Alberta Medical Association that put APP on
the governmental agenda in that province. In fact, the AMA had a major
influence on all phases of the decision process. In other provinces, the
medical associations were most heavily engaged at the policy choice
phase and secondarily the decisions stage. Provincial medical associations
urged that alternative payments be available as an option for doctors who
were ready to sign on to newly forming group practices. But they also
insisted that this option be voluntary. Government should not compel a
shift away from fee-for-service.

Speaking for all physicians, the Canadian Medical Association de-
clared that “individual medical practitioners have the liberty to choose
among payment methods” (CMA 2002, 36). The four provinces in our
five-province sample that acted on this issue accepted this limitation on
the policy changes they implemented. On the APP issue, it is thus fair
to say that the provincial associations representing physicians played a
decisive role, probably the decisive role, in establishing the nature, extent,
and pace of reform once the policy window opened. A paper that covers
the later years of our study period reaches similar conclusions (Hutchison
et al. 2011, 278):

Several provincial governments are negotiating primary health care reform
initiatives with the provincial medical association representing family phys-
icians on the basis of voluntary participation and pluralism of organizational
and remuneration models. This approach recognizes that for Canada, system-
level innovation in primary health care is possible only with the support or,
at a minimum, the acquiescence of organized medicine.

For the APP issue, most provincial medical associations were involved
and influential in all phases of the decision process.

With respect to the idea of transferring medical budgets to regional
health authorities, the influence of medical associations may not have been
visible, but it was real. The first wave of grey literature consensus included
the idea that physician budgets should be managed at the regional level.
Had this occurred, there is no telling how it would have played out for
physician remuneration and autonomy. At minimum, it would have made
life more complicated for the provincial medical associations bargaining
on behalf of physicians. Instead of dealing with one provincial body
only (two in Quebec), the associations would have had to deal separately
with each regional health authority, which would have been problematic
considering that different regions often have different priorities. In any
event, this idea turned out to be a non-starter politically. Governments
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knew that physician groups would object. The grey literature consensus
on this point was “dead on arrival.” For all practical purposes, it never
reached the governmental agenda.

The issue of wait times also had the potential to affect the physicians’
core bargain with government, specifically the private practice part that
resisted incursions into their professional autonomy, by imposing ex-
ternally determined rules or norms for deciding which patients should
have priority in diagnosis and treatment. This idea did not progress far
in most provinces during the study period for several reasons unrelated
to group pressures, such as the lack of agreed measures for wait times
and inadequate data. But insider interest groups were also influential.
Some physician groups and hospital boards were skeptical of the idea
of actively managing wait times, dragging their feet if not publicly op-
posing it. On the other hand, a small number of individual physicians in
Ontario and Saskatchewan played the role of policy entrepreneurs cham-
pioning the reform cause. Ultimately, working with others in the relevant
provincial policy networks, these physicians helped achieve results that
more doubting physicians would come to accept as professionally toler-
able. In contrast, in provinces where there was no champion from the
medical community to counter resistance from associations representing
physicians and hospital boards/management, reform was more limited.
Both in the provinces where substantial reform was achieved and those
where it was not, the physician community, if not the medical associations,
was instrumental in influencing the nature and extent of reform once the
policy window had opened.

In sum, on issues that mattered most to physicians, provincial medical
associations were able to protect physician interests. In some cases this
was achieved by keeping the reform window shut. In others, they did so
by persuading governments to advance their goals through incentives
rather than through regulation. In still others, the medical associations
recognized the need for action and attempted, with considerable success,
to move to the front of the parade and lead a proposal toward an outcome
that physicians supported.

Hospital Interests. To varying degrees, all six issues had the potential to
affect hospital interests significantly. The focus here is on three issues
in which hospitals stood to be most heavily affected. First, proposals to
regionalize could change hospital governance and lead to closure of some
hospitals. Needs-based funding could affect how, and how generously,
hospitals were funded. Wait times had implications for hospital and phys-
ician autonomy in managing wait lists (and potentially hospital budgets
if they were tied to performance in wait-list management).

Excluding the state-owned and operated rural cottage hospital sys-
tem in Newfoundland and Labrador and hospitals operated by the
federal government for war veterans and Aboriginal Canadians, almost
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all Canadian hospitals had been established mainly by religious orders,
charities, or municipal governments as private not-for-profit entities.
With the implementation of publicly funded hospital insurance, prov-
incial governments became involved in the manner in which hospitals
managed records and accounts. This was necessary to be sure that the
provinces were claiming the appropriate amount from the federal au-
thorities as shareable expenses under the Hospital Insurance and Diagnostic
Services Act. Provinces also had accepted the federal government’s right
to audit hospital expenditures, which added to the provincial govern-
ment’s interest in making sure that hospitals maintained their financial
books appropriately. When Parliament passed the Established Programs
Financing Act in 1977, the link between provincial spending and federal
contribution was severed. But by that time, provinces had become very
concerned about the rate of growth in health spending as an issue on its
own, and not just to satisfy cost-sharing relationships with Ottawa. While
hospitals and their political allies had recourse to the political process to
support their case for more funding (through their MLAs, political party
connections, local office holders, and the press), provincial authorities had
the final say in determining the annual operating budgets of hospitals.

At the beginning of our study period in the 1990s, there were differences
between hospital governance in Quebec and in the other provinces. Three
decades earlier, in 1960, Quebecers had elected the Quebec Liberal Party
to office. Under the leadership of Jean Lesage, the National Assembly
enacted hospital insurance (1961) and hospital (1962) legislation. In 1966,
the government appointed a Commission on Health Care and Social
Services. The Castonguay-Nepveu report recommended that health care
be fully managed and funded by the provincial state and that all care and
services should be universal and free of charge (Commission d’enquéte
sur la santé et le bien-étre social 1967). The commission subsequently
recommended that program administration should be carried out at the
regional level. By the early 1970s, health and social services were delivered
through a system of 12 regional administrative départements with com-
mon boundaries for all government ministries. Thus, at the beginning of
our period of analysis, Quebec hospitals were, in at least two respects, in
a different place than hospitals in most other provinces. First, they were
state institutions. Second, they were part of a system of governance that
was administered regionally.

All provinces were under fiscal stress in the early 1990s, and several
provincial governments were in receipt of reports at that time recom-
mending that health services be organized at a regional level. Quebec
was again first off the mark. During the study period, two major reforms
were undertaken that affected Quebec hospitals. First, in 1991 the Regional
Councils for Health and Social Services that had been created in 1971,
and that administered provincial health and social service programs,
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were replaced by boards that were vested with the authority not only
to implement the policies established by the Minister but also to plan,
organize, and evaluate programs and policies within the region. Having
power concentrated at the regional level was useful during this period
of hospital rationalization, but by the late 1990s it was seen by critics,
including hospital and medical interests, as superfluous. During the 2003
Quebec general election, the opposition Quebec Liberal Party commit-
ted to eliminating the regional level entirely and replacing it with local
health and social service networks. The commitment enjoyed substantial
support but also attracted strong opposition. Once in office, the newly
elected government of Jean Charest took quick action to implement its
promise, ran into stiff opposition and subsequently decided on a com-
promise. Authority was shifted downward to new local networks, and the
regional boards were eliminated. New regional agencies were, however,
created. The initial mandate of the regional agencies was to help estab-
lish the local networks. The building blocks for the networks were local
hospitals, community service centres, and residential and long-term care
centres. The new regime allowed some hospitals that did not integrate
readily with other local institutions to remain free-standing but part of
the Quebec state.

The other four provinces also undertook some reforms that affected
hospital interests profoundly from the perspective of governance and
funding. On regionalization and needs-based funding, Saskatchewan
moved first and Alberta soon thereafter. Both closed many hospitals in
the process of establishing regional health authorities (in Saskatchewan
“districts” initially) for the purposes of planning, coordinating and in-
tegrating services, and allocating resources, especially for hospitals and
other care institutions. In Saskatchewan, leaders associated with small
hospitals outside the main population centres tried to slow the reform
train, but fiscal crisis meant they never had a chance. In Alberta, Premier
Klein’s government excluded known opponents of regionalization from
his roundtable consultation process. In both cases, the regional health
authorities became the new boards. Both provinces experimented with
partially elected boards, but by 2003 boards were again fully appointed.
Both provinces also replaced global budgeting with a formula-driven,
needs-based approach to funding the regions. Regionalization and needs-
based funding in these two provinces constituted four of the seven large
reforms in our sample of 30 cases.

In Newfoundland and Labrador, the process of regionalizing hospi-
tals and other institutions was announced in 1993 and implemented in
1996. Some hospital interests, especially in St. John’s, resisted but the
project nonetheless was advanced. Subsequently, the Newfoundland
and Labrador Hospital and Nursing Homes Association proposed a
needs-based funding model. In this case, it was the Government of
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Newfoundland and Labrador that resisted, seemingly because it preferred
to retain the flexibility and discretion to allocate among competing claims
(Tomblin and Braun-Jackson 2005).

Ontario did not choose to regionalize during the 1990s or early 2000s
but it too, through its Health Services Restructuring Commission, closed
some hospitals and merged others. What it did not do was displace the
hospital boards.

The details in annex 2 show that hospital interests were more often
than not against reforms, especially on the regionalization and wait
times issues. Focusing on the four major variables only, two involved
hospital interests slowing wait-time reforms (Quebec, and Newfoundland
and Labrador), one unsuccessful case of resistance to regionalization
(Saskatchewan), and one unsuccessful pro-reform effort to encourage
needs-based funding (Newfoundland and Labrador). One outcome of
this period was that organizations that spoke for hospitals as distinct
interests ceased to exist after the regional authorities were established
in Saskatchewan, Alberta, and Newfoundland and Labrador. Hospitals
were integrated into regional systems of governance.

In sum, the model of private not-for-profit hospitals began to change
when publicly funded hospital insurance became available in the late
1950s. Public funding put hospitals on a more secure financial footing,
but in the process hospitals lost some autonomy. The nature and extent
of that loss differed among the provinces. For example, the exigencies as-
sociated with federal-provincial cost-sharing constrained hospitals from
charging patients for standard beds.

Regionalization reforms during the 1990s and early 2000s further
eroded the idea of hospitals as autonomous, independent entities. The
details varied among provinces. But in becoming increasingly part of a
system of regional services, hospitals in Saskatchewan, Alberta, and urban
Newfoundland and Labrador also increasingly became part of the prov-
incial state, as had Quebec hospitals much earlier. Ontario was the lone
province among the five not to regionalize hospital services. This did not
prevent the Ontario government from closing some hospitals and merging
others. Those that remained, however, retained considerable autonomy.
Ontario hospitals were in a grey zone, far from fully autonomous but by
no means integrated into the provincial state.

Major Pharmaceutical Firms. From 1990 to 2003, prescription drugs were
the third-largest use of funds for health care after the hospital sector and
physicians. Spending on prescription drugs was also growing at a faster
rate than for hospitals and physicians. Yet pharmaceutical firms have
scarcely been mentioned to this point in the book except in the context of
prescription drug reform in Quebec. The proximate reason is that these
firms were not mentioned in 29 of the 30 cases studies. There was noth-
ing visible for the research team to analyze (although there were ongoing
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private conversations between representatives of the brand name firms
and federal officials on patent law protection and drug prices).

In the case of the large Quebec reform, the Parti Québécois government
(1994-2003) included a provision in its 1994 platform that indicated it
planned to fix the basic unfairness in the Quebec system of prescrip-
tion drug insurance. The reforms that occurred in other provinces were
connected neither to election platforms nor to a response to reform pro-
posals in the grey literature. The tiny increments to coverage in Alberta
(extending palliative coverage and a Child Health Benefit), the counter-
consensus benefit reductions in Saskatchewan, and the Ontario Trillium
Drug Program were all a response to unique conditions in those provinces
as was the absence of reform in Newfoundland and Labrador.

Our research on Quebec’s reform found that the major brand-name
pharmaceutical firms supported implementation of “the most universal
system possible” (chapter 6). At the same time, the companies requested
assurance that the government would not attempt to lever its reform
to impose new rules that would adversely affect the price structure for
their products or market conditions (Pomey, Martin, and Forest 2005,
24). Understandably, the major drug makers wanted as large a market
as possible without any new reforms that would constrain price. Then,
as now, brand-name firms enjoyed the enhanced protection afforded to
their products by amendments to the federal Patent Act in 1986 with con-
sumer interests apparently taken into account by the federally appointed
Patented Medicines Prices Review Board. Within the scope of its jurisdic-
tion, the Quebec government agreed. For Quebec, mandating universal
coverage was one silo. Procurement was seemingly part of a different silo.

Although the main grey literature documents on prescription drugs
were published after the reform decisions were taken, they have relevance
to our purposes in this chapter. The reports of the government-appointed
commissions and task forces saw prescription medicine as “medically ne-
cessary.” They accordingly called either for universal, first-dollar coverage
(in the case of the National Forum on Health 1997b) or, more prudently
from a fiscal perspective, for increased public coverage over time as af-
fordable. Given priority were persons with catastrophic expenses, persons
receiving drugs for short-term acute or post-acute home care, and persons
receiving drugs as part of end-of-life palliative care (Commission on the
Future of Health Care 2002, 176-77, 197-98; Standing Senate Committee
2002a, 137-59). On coverage, the drug companies and the grey literature
were pointed in the same direction.

Where the difference between the brand-name firms and the grey lit-
erature arose was on price. Both the Romanow and Kirby reports called
for a National Drug Formulary and a National Drug Agency that would
strengthen the ability of publicly administered prescription drug insur-
ance plans to negotiate for lower prices (Commission on the Future of
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Health Care 2002, 202-4; Standing Senate Committee 2002a, 143). In the
context of ongoing negotiations about fiscal arrangements, there was a
brief moment in 2003 when first ministers seemed to buy into the general
direction of the Romanow and Kirby recommendations on both coverage
and price. They declared that by 2005/06 “Canadians, wherever they
live ... [should] have reasonable access to catastrophic drug coverage”
(First Ministers” Meeting 2003). We will touch on these developments in
chapter 11. The point here is that although the reports of the National
Forum, Commission, and Senate Committee became public in the second
half of our study period, the ideas were in circulation earlier. Governments
took no major initiatives, although some managed procurement more
tightly than others. As for the brand-name firms, they might have pre-
ferred a system of universal coverage as a way of growing their market.
If so, it was not a priority.

The limited visibility of the brand-name firms appears to have been due
in part to their comfort with existing arrangements. Business was highly
profitable on a global basis (Angell 2004). Big pharmaceutical firms were
able to support extensions of coverage seemingly without the concern that
there might be a quid pro quo of such an extension in the form of policies
that would directly or indirectly exert downward pressure on price. In
fact, the public was not privy to the prices that governments paid for their
drug purchases from brand-name firms. This was different from provin-
cial expenditures on hospitals and physicians. The tariff that physicians
could charge for a specific service was publicly available. The details of
hospital funding were accessible. Major foreign-based pharmaceutical
firms, however, insisted that their contracts with provincial formularies
remain secret. The prices that provincial formularies paid for particular
drugs were therefore not accessible to the public. Nor was it possible to
obtain that information indirectly because there was no public reporting
requirement for Canadian subsidiaries of foreign companies. The silence
of the brand-name firms on health reform suggests that they found the
status quo to their liking. These firms did not rock their boat unduly.

Nurses and Unionized Hospital Workers. Most of the other associations repre-
senting provider groups that showed up in the 30 case studies had less
influence on policy reform than hospital associations and were weaker still
relative to medical associations and pharmaceutical firms. To the extent
that professional associations or unions representing hospital workers
attempted to protect the jobs, earnings, and working conditions of their
members during the 1990s, they were frequently disappointed. To the
extent that they attempted to wield policy influence that put them in op-
position to the views of physician and hospital associations, the evidence
in the 30 case studies shows no significant impact. Unionized health-care
workers in Quebec attempted to steer policy choice in prescription drugs
and argued in favour of retaining the regional level when the government
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proposed to eliminate it. In the drug case, the fact that the ruling Parti
Québécois was sometimes perceived as a left-of-centre, social democratic
party on some issues and thereby the ideological ally of the unions made
no difference. The experience of these provider groups with other social
democratic governments was similar. The first Romanow government
in Saskatchewan irritated many of its supporters when it closed many
hospitals and merged others. Relations between the public service unions
and the Rae government were also rocky (Rae 1996, 225-53).

The overarching political goal of these groups was to defend medicare,
which was where the general public also stood. These provider groups
were part of the great Canadian coalition that successfully protected medi-
care. They also were part of a large, but less vast, coalition that wished to
see medicare expanded but that did not succeed.

Elected Provincial Government Officials. As the authoritative decision makers
for all six policy issues analyzed in this volume, provincial government
officials, whether elected or appointed, were the target of lobbying efforts
by other political actors. In this role, provincial governments served as a
sieve or “mediating” variable between the various factors attempting to
influence reform decisions. Of course, governing political parties were
much more than sieves. To one degree or other, they had core values and
interests of their own that they wished to incorporate into the decisions
they took. Yet, “elected provincial government officials” were coded as
major influences in only seven cases.

This finding was an artifact of our methodology. Fifteen of 22 cases in
which elected government officials were major influences were coded
under “change in government/leader.” Of the remaining seven, four
related to for-profit delivery. This issue was almost entirely political. In
Alberta and Ontario (Klein and Harris/Eves governments), the political
leadership took action to make more space for private enterprise. In
Quebec, elected officials decided to do nothing owing to the political
sensitivity of this issue. For the same reason, opposition leaders who had
a shot at winning government preferred not to campaign on this issue.
In Saskatchewan, at the outset of the second Romanow government,
legislation was enacted to make for-profit clinics less viable. As for the
other three cases, in Newfoundland and Labrador ministers played a key
role in introducing regionalization and in opposing needs-based funding.
Premier Rae led the prescription drug reform in Ontario.

Provincial Public Servants. The provincial public service is cited as a factor
25 times covering 24 of the 30 cases in annex 2.'® These influences refer
mainly to officials from health ministries but also include finance/treas-
ury officials and other ministers as needed. The breadth of public service
influence was in some sense what it should have been. The experience
of the various provincial health ministry officials in overseeing if not
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managing health systems would have afforded them with insights into
emerging problems and possible solutions. In most provinces, most of the
time, public servants used their knowledge and experience to support the
elected government. Where they lacked knowledge and experience was
in for-profit delivery. In fact, five of the six cases where public servants
were not seen as influential were on this issue.

Three of the four cases where the public service was perceived to be
a major independent influence were in Saskatchewan. These cases were
regionalization, needs-based funding, and wait times. The first two cases
reflected the strong working relationship between the Romanow-led
government in Saskatchewan and the public service of that province.
The wait-times case occurred more than a decade later, by which time
Lloyd Calvert was premier. The fourth case was needs-based funding in
Alberta. Both needs-based funding and wait times had a large technical
content. (The extent of the distinction that can be made between technical
and political issues is discussed in chapter 9.)

On needs-based funding, public servants played comparable roles in
Alberta and Saskatchewan despite huge differences in context. In Alberta,
Ministry of Health officials effectively advanced and ultimately designed
the needs-based funding formula, notwithstanding difficult relations with
the premier’s office. In Saskatchewan, the influence of public servants on
this issue was part of the larger partnership between the government and
senior officials in the Health Ministry just mentioned.

It is part of the Canadian political culture that public servants stay
silent about their role in advising ministers. Thus, notwithstanding the
extensive interviewing done for this book, the above comments might
underestimate the influence of public servants. We have no conclusive
proof on this question, but two considerations have led us to the view
that our assessment is probably close to the mark.

One consideration is that the 30 case studies, taken as a package, showed
public servants consistently exerting influence in the direction toward
which the ministers were leaning. On its own, this consideration proves
nothing since the public servants could have co-opted their ministers.
But the policy reform stances of the governments were taken and made
public before they became governments in enough cases to make clear
that public servants were not the determinative factor in the general policy
orientation of elected officials. In this regard, newly elected provincial
governments sometimes brought in new deputy ministers when they
saw a need to ensure that the public service respected their priorities.
For example, within two weeks of assuming office on 1 November 1991,
Premier Romanow appointed a former public servant who had been out
of government for some time as deputy minister of health. Bob Rae, in his
autobiography, discusses the need to bring in fresh blood that he could
count on (Rae 1996, 274-84).
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The second consideration is based on the only independent analysis
that we are aware of that deals with the role of provincial (and federal)
health ministry officials over the period that is relevant to our study.
Patricia O'Reilly (2001), in her work on the Federal-Provincial-Territorial
(FPT) Conference of Health Ministers and the supporting conference of
deputy ministers, concluded that health ministers and deputy ministers
had reasonable success in dealing with important meso-policy issues like
tobacco control, food safety, hazardous products, managing contagious
diseases, and perhaps most significantly, developing a new blood trans-
fusion system. It was on these kinds of issues that cooperation between
federal and provincial health officials was most effective. But according
to O'Reilly, the FPT conferences were much less successful in dealing
with macro-policy framework issues.”” In the O'Reilly analysis, it was
not that FPT health ministries did not recognize the need to adapt health-
care policy to changing conditions. Rather it was that health spending
had become so large and the politics so sensitive that first ministers and
finance ministers took the lead on big framework issues and, in so doing,
tended to give more attention to financial concerns and constitutional
principles than health policy. The dysfunctional FPT relationship was
reflected as well in the inability of the different orders of government
to work together on big framework issues, as symbolized by Ottawa’s
decision to establish a National Forum on Health and reject the idea of
a provincial co-chair for that process. This led to a provincial/ territorial
decision to continue with a smaller parallel process and to publish its
own ideas in the report A Renewed Vision for Canada’s Health Care System
(Conference of Provincial/ Territorial Ministers 1997).

The same reasons that led premiers and prime ministers, and finance
ministries and ministers, to appropriate key intergovernmental files from
health ministries also applied to a considerable extent in the intraprovin-
cial scene. With provincial health costs increasing to close to 38 percent of
provincial program expenditures in 2003 from 33 percent a decade earlier
and still growing quickly, it could not have been entirely otherwise (CIHI
2011b, 56). Thus, with premiers and finance ministries in the driver’s seat
for much of the period covered, the influence of the health ministry public
servants was circumscribed. Interestingly, Antonia Maioni (1998) reached
similar conclusions in her study of the influence of bureaucrats on the
emergence of health insurance. “Bureaucrats involved with the health
agenda were clearly constrained,” she wrote, referring to public servants
in the United States as well as Canada. She also found Canadian public
servants to be “less likely to independently initiate reform proposals” than
their American counterparts (159). A study of the Ontario Health Services
Restructuring Commission suggests that health officials used whatever
influence they had to resist reform proposals from sources other than
ministers (Sinclair, Rochon, and Leatt 2005, 149). Overall, the evidence
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suggests that public servants were mainly supportive of ministers instead
of being a major reform factor.

Widening our lens beyond health, in a study that compared the para-
digms that the Rae and Harris governments brought to public-private
partnerships, Neil Bradford (2003) found that both governing parties
“curtailed in some measure the lead role of the public service in Ontario
policy formulation” and that they “drew on economic ideas circulating
outside regular ministerial channels” (1024). Bradford was not writing
of health-care policy. Still, he was reflecting on an apparently diminished
role for the Ontario public service relative to halcyon days gone by. He
asserts that the “Conservatives came to power with their own electoral
manifesto, and made it known that the bureaucracy’s main policy con-
tributions would be in implementing the party’s agenda” (ibid.). Only
a few years earlier, Ralph Klein had delivered a comparable message to
the Alberta public service.

From the perspective of democratic principles, the wide but not deci-
sive influence of health ministry officials is more than a passing grade. In
many circles public servants are expected to provide advice to the elected
government, the assumption being that public servants will be only one
of several other sources it draws on in its decision process. If our analysis
had shown the provincial public service as a major influence in half the
cases, then there might be a legitimate criticism that public servants had
hijacked the political agenda.

Insider Interest Wrap-Up. Table 8.7 shows how the major insider influ-
ences were distributed. Provincial medical associations were found to
be a major factor much more often than other insiders, and they were
by far the most substantial barrier to reform. Concretely, this reflected
the fact that governments did not accept the policy reform proposals of
commissions and task forces to shift medical budgets to regions, knowing
the political storm that would have arisen in their relations with medical
associations. It also reflects opposition of medical associations in some
provinces to proposals on wait times and alternative payment plans. With
respect to APF, it is arguable that provincial medical associations were
the main governors of the pace at which APP and primary care reform
more generally were introduced.

Hospital interests stood to be affected by all six issues and nurses by
most of the six. Yet our analysis shows that neither provider group had
much impact on the 30 cases as a package. If we include all variables, and
not just major ones, the picture does not change.

The provincial state grew closer both to the hospital sector and to
provincial medical associations over the period studied, but the manner
in which it did so differed sharply. Provincial governments essentially
integrated the hospital sector into the state in most of the five provinces we
studied. Rural Newfoundland and Labrador had entered Confederation
with state-owned and -operated hospitals. Quebec did the integration in
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TABLE 8.7
Distribution of Major Insider Interest Independent Variables on Reform Decisions in
30 Cases

Independent Phase Direction
Variable
Pro- Middle Anti-  Counter-Consensus Total
Reform  Territory ~ Reform Reform

GO\{ernmental/ 0 6 0 6
decision agenda

Medical

associations Policy choice 0 4* 0 0 4
Both 0 4 6 0 10
GO\{ernmentaI/ 1 0 3 0 4
decision agenda

Hospital

interests Policy choice 0 0 0 0 0
Both 1 0 3 0 4
GO\{ernmentaI/ 2 0 1 ) 5
decision agenda

Elected govern-

ment officials Policy choice 0 2 0 0 2
Both 2 2 1 2 7
GO\{ernmental/ 0 0 0 0 0
decision agenda

Public service Policy choice 4 0 0 0 4
Both 4 0 0 0 4

Notes: *These cases could be added to the governmental/decision agenda phases as well.

the early 1970s. Other provinces studied did so subsequently to varying
degrees and at differing rates. Except in Ontario, the task of regionaliza-
tion was more or less completed in the 1990s. Ontario hospitals, however,
retained considerable autonomy during our study years.

Provincial medical associations also became increasingly intertwined
with provincial health ministries, but with the opposite effect of that
experienced by hospitals. By the 1990s, master agreements set out the
relationships in most provinces. These instruments and the structures
they created were a means for provincial governments to obtain physician
input into planned policy and program changes affecting physicians.
Viewed from a physician perspective, these arrangements provided
medical associations with privileged access to proposed policy reform.
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The health ministry—medical association relationship was in some sense
a unique policy subsystem or at least evolving in that direction. Table 8.7
summarizes our findings on insider interests.

CONCLUSIONS

This chapter began with an assessment of the kind and amount of reform
experienced for the years 1990 to 2003. The consensus of the reports
commissioned by government-appointed commissions, task forces, and
advisory councils—the grey literature—was the standard against which
provincial performance was assessed. The grey literature favoured the
Canadian model for hospital and medical services and aimed at improv-
ing its performance rather than replacing it. It also proposed extending
the model to cover prescription drugs and home care on a Canada-wide
basis in a step-by-step approach as affordability conditions allowed.

One finding was that much of the reform achieved was directionally
consistent with the grey literature. Reforms were aimed at strengthening
the current model for hospital and medical services, not inventing a
new one. On the other hand, despite declarations by First Ministers in
2003 and 2004, there were no first steps toward a countrywide exten-
sion of that model. The only big enlargement of program eligibility /
benefit generosity was within one province—Quebec’s introduction of a
mixed public-private model for health insurance. It mandated universal
coverage, but not the first dollar coverage that is a fundamental trait of
Canada-wide medicare.

As for the amount of policy reform, the evidence showed the results
to be meagre.

The greater part of this chapter focused on identifying the categories of
independent variables that resulted in meagre reform. To a large degree,
influence over and resistance to reform was found in the insider interest
category and specifically among provincial medical associations. (Other
provider interests were not a significant influence on the 30 cases as a
whole.) The second major barrier to reform was public opinion and civil
society groups that resisted changes in the existing hospital and medical
model. The fact that medical associations and public opinion/ civil society
groups were the main obstacles to reform does not mean that these actors
were always opposed to reform; rather, when they were opposed, reform
was difficult to achieve.

Elected government officials had a major influence on seven cases that
were “political” as opposed to “technical.” None of these cases entailed
significant or comprehensive reform. Public servants had a major influ-
ence on four cases that were “technical.”

Turning to other variable categories, 80 percent of major factors in the
four categories of variables that were exogenous—change in government/
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leader, fiscal crisis, public opinion/ civil society, and media—involved or
supported actors who favoured consensus reform. The majority of those
actors who did not support consensus reform favoured counter-consensus
reform, not the status quo.

The values category included both endogenous and exogenous attach-
ments. Egalitarian values attached to the medicare model and associated
with improving and expanding that model commanded significantly
more support than the values of personal responsibility, personal choice,
and markets that were inspiration for counter-consensus privatization
proposals. The values category lent support to reform although mainly
within a relatively narrow range of issues, favouring public insurance
versus private insurance and Canada-wide programs over provincial
programs. Rarely did values stray from this orthodoxy, although the
“wellness” agenda of the Saskatchewan NDP of the 1990s did bring a
different lens to choice.

Medicare-friendly research communities created many of the propos-
als for reform. Much of what they produced was focused on the need to
improve but not replace the current medicare. Indeed, the “knowledge
industry” played a large role in the creation of the grey literature which
has served as our standard. It was a voice for large reform although, as
we have seen, that voice rarely carried the day. Knowledge played at best
a small role in leading reform. Where it was most useful was in crafting
solutions when a reform window had been opened by other influences.

This chapter also identified common factors that were associated
with the seven cases of large reform. Five of the seven—regionalization
in Alberta and Saskatchewan, needs-based funding in the same two
provinces, and prescription drug reform in Quebec—involved a newly
formed, first-time government that had made commitments during the
election campaign or leadership contest that brought it to office. Once in
office, the new premier appointed a “policy champion,” and the govern-
ment acted on policy reform within the first half of its mandate. These
three governments were re-elected at least once, but all accomplished
much more in the first half of their first mandates than in the rest of their
years in office. It was also observed that most newly formed, first-time
governments did not make health-care reform commitments on a scale
that would qualify as “comprehensive” or “significant.”

In all five cases, the government reform was helped by fiscal crisis
albeit in different ways. The fiscal crisis of the early 1990s helped the
governments of Alberta and Saskatchewan to open the reform windows
in the regionalization and needs-based cases. Premiers were able to point
to recently secured democratic mandates for these reforms and the need
for speedy action due to crisis. In the Quebec drug case, the government
committed to reform during the election campaign and acted in the first
half of its mandate. The decision to act was not supported by fiscal crisis,
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but the policy choice was heavily shaped by the government’s determina-
tion to achieve fiscal balance.

Given the paucity of reform, itis not surprising to observe that the most
engaged political actors were much more effective in preventing reform
than in creating it. Actors who wanted to make a substantial change in the
status quo would inevitably bump up against other actors who benefited
from the existing arrangements. All interests and institutions played much
better defence than offence.

NoOTES

1. Deciding whether to publicly fund uninsured services (or to discontinue
funding insured services) is classified as “program content.”

2. The methodology also understates the extent of regionalization reform in
Quebec since it essentially treats two offsetting reforms taken 12 years apart
as a single reform.

3. Asimilar decomposition is provided for the categories of independent vari-
ables in Tables 8.3 to 8.7. In some cases a variable may help to explain why a
reform occurred while in other cases that same factor may help explain why
it did not occur. Indeed, some categories had both pro- and anti-reform ele-
ments within a single case, such as when some provider groups supported
reform and others opposed it.

4. Changes of governing party: Newfoundland, 1989; Ontario, 1990 and 1995;
Saskatchewan, 1991; Quebec, 1994 and 2003. Changes of leadership: Klein
(Alberta Conservative), 1992; Daniel Johnson (Quebec Liberal), 1994; Lucien
Bouchard and Bernard Landry (Parti Québécois), 1996 and 2001; Brian Tobin
and Roger Grimes (Newfoundland and Labrador Liberal), 1996 and 2001;
and Lorne Calvert (Saskatchewan NDP), 2001. We have excluded newly
formed governments in the second half of 2003 (on the grounds that there
was insufficient time to do reforms given our cut-off date of December 2003).

5. Theline between policy entrepreneur and policy network is sometimes hazy.
For our purposes, policy advisors who interact intensively with government
on one issue over a relatively short period may be seen as entrepreneurs. If
the relationship covers several issues and is not time-limited, this may be a
policy network.

6. The discussion here focuses on hospital interests at the provincial level. While
national bodies including the Canadian Hospital Association (until 1995)
and the Health Action Lobby (a coalition of 35 national health organizations
that represented a broad cross-section of health providers, health regions,
hospitals, and other institutions) were active on some issues, their focus was
on Canada-wide issues, especially federal government funding.

7. Based on one author’s observation while inside government.

8. A study done for the Romanow Commission helps us to understand, in-
directly, why this was so (Mendelsohn 2002, 2). The study distinguished
among four aspects of public opinion. One was medicare as a symbol of
identity. The other three were medicare’s core principles, recent perform-
ance, and future. It is not a surprise that public opinion about medicare as
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a symbol, or about medicare’s core principles, did not have a major role in
the 15 case studies on regionalization, needs-based funding, and alternative
payment plans. Those three policy reform issues had few implications for the
idea of medicare as a symbol or for its core principles (i.e., key features of the
model). What is more interesting is that these results also applied to the role
of public opinion on medicare’s recent performance and future prospects.
The wait-times issue provides an example of the exceptions. The governments
of Alberta under Klein and Saskatchewan under Calvert took fundamentally
different decisions based on similar facts. Alberta chose to allow physicians
the choice of whether or not to become affiliated with its system of wait-list
management. Saskatchewan made its system mandatory.

Mendelsohn (2002) cites Daniel Yankelovich, Coming to Public Judgment:
Making Democracy Work in a Complex World (Syracuse: Syracuse University
Press, 1991).

Tracking some of these same polls beyond the time period Mendelsohn
covered suggests that the public’s assessment of the health system reached
its low watermark in 2004 and has since recovered significantly (discussed
further in chapter 11).

Tuohy’s (1999) focus was to show how differences in consolidation of power
between the United States relative to Canada and the United Kingdom in-
fluenced the trajectory of reform. If we were comparing Canadian reform to
reform in a country with a weak justice system, then differences in the role
of law might explain different reform outcomes.

This comparison to earlier periods is discussed in chapters 10 and 12.
There is also an argument that the Canada Health Act and related provincial
health insurance law were important influences in narrowing the range of
the possible. This we leave for the last chapter.

Hereafter the textual references to medical associations include the two
Quebec medical unions.

MOHLTC-OMA 2000 Agreement, Appendix A.

In Quebec and some other provinces, there were separate agreements for
interns.

This includes three factors attributed three “public service champions.”
Her view is shared by both Duane Adams and Duncan Sinclair (Adams 2001a;
Sinclair, Rochon, and Leatt 2005, 222-25).






CHAPTER 9

PATTERNS IN THE FACTORS THAT
ExrLAIN HEALTH-CARE PoLIcYy
REFORM

HARVEY LAZAR AND JOHN CHURCH

We turn next to the question of whether there were patterns in the vari-
ables associated with reform. Is it possible to account for differences in
the kind and extent of reform across provinces based on differences in the
factors identified in chapter 8? For example, why was there more reform
in Saskatchewan than Newfoundland? What explained the similarities
in the extent of reform between Alberta and Saskatchewan? Were there
also differences? What about issues? Were there patterns across issues?
Was it easier (or more difficult) to reform some kinds of policy issues than
others and, if so, what accounted for the differences?

The section immediately below notes some similarities in the politics
and policies of the five provinces studied. We then turn to political and
policy differences between four pairs of provinces. The comparisons are
instrumental—selected because they reinforce, clarify, or add to the factors
identified in chapter 8 as key explanatory variables that helped to account
for reform decisions. We compare the two provinces that accomplished
the most and the least reform; two social democratic governments; two
conservative governments; and a social democratic government and a
conservative government.

The third section compares and contrasts the factors associated with
our six reform issues. It begins by separating the 30 cases into two groups:
the 14 cases of moderate, significant, and comprehensive reform (col-
lectively referred to as “substantial” reform) and the 16 cases of limited
or no reform. We did this on the reasonable assumption that the mix of
factors associated with cases of substantial reforms might be different
than the mix associated with cases of limited or no reform. That turned
out to be the case.

We also divided the 14 cases in three ways to determine if there were
patterns among these cases. For example, was there a difference among
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the factors that explained policy reform decisions on issues that touched
people directly (seven cases) and those that did not touch the public
directly (also seven cases)? Was there a difference in factors associated
with counter-consensus reforms (two cases) and consensus reforms (12
cases)? Finally, we also examined whether it was useful to distinguish
between “political” and “technical” issues.

SOME SIMILARITIES AMONG PROVINCES

Canada is a country of much diversity. Canada’s 10 provinces and three
territories vary greatly in history, culture, population size, ethnicity,
geographic expanse, economic structure, and socioeconomic well-being.
While differences among the 13 jurisdictions are vast,! the impact of the
diversity lens can sometimes be overstated. Other large countries are
diverse.2 Moreover, much of Canada’s diversity is within jurisdictions,
not between them. We begin therefore by noting some of the political and
policy commonalties among jurisdictions that have special relevance for
our purposes.

One similarity was the public’s attachment to universal, publicly fi-
nanced hospital and medical insurance—the medicare legacy. A study of
public opinion for the Romanow Commission that examined “thousands
of polling questions” found that, with respect to the medicare legacy,
“inter-regional similarities far outweigh any minor differences of opinion”
(Mendelsohn 2002, 20).

A second similarity was a large and growing concern of provincial gov-
ernments about the effects of medicare on their finances. This led all five
provinces to appoint at least one major commission, task force, or similar
body to help point the way forward. The terms of reference for the first-
wave reports as well as the reports themselves showed the similarity of
conditions. They focused on issues of public finance and cost containment,
governance and accountability, as well as delivery issues. Second-wave
reports stressed long-term sustainability (as opposed to immediate and
short-term cost containment), accountability and transparency, and issues
related to access and quality. With relative consistency, reform of primary
health care was viewed as a fundamental next step in health-care delivery
reforms and the “foundation” of the health-care system (O’Fee 2002a).

Third, in response to concerns about health-care costs, the five prov-
inces more or less froze per capita health-care spending from 1991 to
1996 (a period of “retrenchment and disinvestment” according to CIHI).
Oversimplifying, the result was to flat-line the growth of health-care
resources while doing little to slow demand. This led to a growing gap
between demand and supply that was reflected in longer wait times for
some specialists and procedures, pressure on emergency rooms, and
demoralized health-care professionals.
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Fourth, after the freeze, provincial government expenditure again rose
rapidly (CIHI 2012, 3). The longer-term prognostications were for demand
to increase in all provinces at a rate that exceeded population growth and
inflation (Commission on the Future of Health Care 2002, xvii). New tech-
nologies and new drugs promised an improved quality of life for many
people, including the growing number with chronic conditions. Partly as
a result of these new procedures and medications, population aging was
expected to continue with effects on cost. With a better informed public,
thanks in part to the Internet, public expectations were also on the rise.

Finally, all provinces shared a desire to recoup the federal dollars,
notionally intended for health care, which the 1995 federal budget had
removed from their coffers. The federal/provincial numbers war was
waged for almost a decade. The provinces argued that the federal gov-
ernment was not paying its “fair share” of provincial program costs. The
debate was not so much about what would constitute “fair” but rather
how much Ottawa was actually contributing. At the extreme, this included
provincial claims that the federal government had cut its financial contri-
bution to provincial health care from the 50/50 cost-sharing principle to
just over 10 percent (Provincial and Territorial Ministers of Health 2000,
3). Premiers assessed substantive health-care reform ideas coming from
Ottawa mainly in terms of their effects on the bottom lines of provincial
and territorial governments. Outside of health care, provincial and ter-
ritorial governments attacked smaller federal spending initiatives in
areas of provincial constitutional competence as “boutique” programs.
They argued that these initiatives were being financed out of the money
that Ottawa had unreasonably and arbitrarily taken from them in its
1995 budget. The federal government, for its part, insisted that taxes
that provinces had been levying for 20 years were still part of the federal
contribution (Lazar, St-Hilaire, and Tremblay 2004b).

In some sense the 2004 First Ministers’” Health Accord signalled that
the provinces had won the war of attrition. The identity of the losers is
less clear. While interpretations may vary, it is arguable that Ottawa did
not fare badly. Its debt position was many billions of dollars less than it
would have been had it acknowledged in 2000 or 2001 what it did accept
as a fair result in 2004. More plausibly, the need for health-care reform
got the short end of the stick. The valuable time of first ministers, finance
ministers, health ministers, and intergovernmental ministers, and some
of their most talented public servants was genuinely wasted on a war
of numbers.

EXPLAINING DIFFERENCES AMONG PROVINCES

The discussion focuses on differences between four pairs of provinces:
the province that did the most reform and the one that did the least; two
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left-of-centre social democratic governments; a social democratic and a
conservative government; and two right-of-centre conservative govern-
ments. The governments in each pair are assessed for roughly the same
years. One consequence of holding time constant is that some issues
are excluded in some of the comparisons. For example, Alberta and
Saskatchewan are compared on wait times because the issue reached the
governmental agenda of these two provinces at roughly the same time.
The same issue is excluded from the Ontario-Saskatchewan comparison
because the decisions were taken more than a decade apart and under
very different conditions.

The order in which the pairs are presented is from “most different” to
“least different.”

Saskatchewan and Newfoundland and Labrador: The Most
Versus the Least Reform

On four out of six issues we studied (regionalization, needs-based fund-
ing, for-profit delivery, and wait times), Saskatchewan’s reforms were
assessed as “significant” or higher. Newfoundland undertook reform in
only one of the six cases. How is this difference explained?

In the decades preceding our study period, these two provinces
had much in common. Both were “small provinces” even though
Saskatchewan’s population was almost double that of Newfoundland and
Labrador. Both had experienced stagnant or declining population. The
economic well-being of both provinces was linked to commodity prices.
Saskatchewan’s per capita income was roughly equal to the national
average but highly volatile (due in significant measure to the volatility of
commodity markets). Newfoundland and Labrador’s per capita income
was the lowest in the country.

Further, in both provinces in the early 1990s, there was an open reform
window. Both provinces had newly formed first-time governments and
faced large fiscal crises. In chapter 8, we called the first of these factors
“change in government, or leader of a governing party, that commit-
ted to reform during the election campaign or leadership contest that
first brought the newly formed government to power, and that acted
expeditiously on its commitments after assuming office.” Hereafter, for
simplicity, we refer to this factor as “change in government/ leader.” The
second factor was referred to as “fiscal crisis/near fiscal crisis” (hereafter
“fiscal crisis”). We also distinguished between two stages in the reform
process: the governmental and decision phases (combined) and the policy
choice phase. We observed that when these two variables were present
in the governmental and decision phases, a policy window could open.
Whether reform actually took place depended, then, on other factors. This
brings us to the differences between the two provinces.
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A major difference was in the political priority that the two newly
elected governments attached to health care. When the Clyde Wells-led
Liberal Party of Newfoundland and Labrador defeated the Progressive
Conservatives in 1989, the Liberal Party came to office for the first time
since the early 1970s. The province was just beginning to grasp the mag-
nitude of the crisis in the northern cod fishery. Within a few years Ottawa
would close the fishery completely, hoping that this might eventually lead
to a recovery in the fish stock. The priority for the provincial Liberals was
to deal with the massive adjustment process for those who had earned
their living in the fishery, especially fishers who lived in isolated outports
where there were no local alternative employment prospects. The Wells
government made no significant health-related promises during the 1989
or 1993 election campaigns and, in the context of the economic challenges
it faced, did not treat health care as a priority once in government.

In contrast, the Saskatchewan NDP had made health care a political
priority during its opposition years. As opposition health critic from 1986
to 1991, Louise Simard had attended many of the public meetings of the
Saskatchewan Commission on Directions in Health Care (the Murray
Commission), which had been appointed by the provincial Conservative
government. This kept Simard in touch with both expert and public
opinion. The NDP election platform identified the “wellness” concept
as a strategic orientation. On winning government, Premier Romanow
appointed Simard as his first minister of health and made wellness a fun-
damental priority. Under her leadership, Saskatchewan Health (1992) laid
out key elements of what wellness might mean in A Saskatchewan Vision
for Health: A Framework for Change. Knowing the direction it wished to
travel was no small detail given the fiscal crisis the government inherited.
While Premier Romanow would have doubtless preferred to assume office
without threats of provincial government bankruptcy, for a government
that knew its destination, the fiscal crisis created an opportunity.

The difference in political priority attached to health care was not
just a peculiarity of the moment, but can be traced to Newfoundland
and Labrador’s entry into Confederation in 1949. The leader of the pro-
Confederation forces and subsequently the province’s first premier, Joey
Smallwood, had stressed to the people the social benefits that would ac-
crue to them if they entered Confederation. In health care, this paid off
in several ways. In 1961 there was one physician for every 1,991 persons
living in Newfoundland and Labrador. The national average at that time
was one physician for 857 persons. By 1980 the comparable figures were
674 and 544 (Parliamentary Task Force 1981, 103). In other words, the
physician-to-population ratio in Newfoundland and Labrador jumped
from 43 percent of the national average to 80 percent of the national
average during a period when the national average was itself improving
swiftly. The number of physicians in the province more than tripled over
those two decades.’> Much of this improvement was due to the federal
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government’s fiscal support. That support came in three distinct federal
programs.

One was the federal government’s contribution to the capital cost of
creating Newfoundland and Labrador’s first and only medical school.
Established in the second half of the 1960s, the medical school at Memorial
University awarded its first medical degrees in 1973. The federal contri-
bution was made through the Health Resources Fund based on the rec-
ommendation of the Royal Commission on Health Services, also known
as the Hall Commission, established in 1961. Second were the federal
government’s cost-sharing arrangements with provinces for hospital
and medical expenditures. Regardless of the federal financing formula
(whether hospital insurance, medical insurance, Established Programs
Financing, or Canada Health and Social Transfer), Ottawa covered a
higher percentage of the provincial health-care expenditures of less afflu-
ent provinces than wealthier ones. For example, the federal contribution
covered 66 percent of Newfoundland and Labrador’s eligible hospital
expenses at the beginning of the 1960s (Carter 1971, 122). Fifteen years
later, just prior to the introduction of Established Programs Financing
(EPF), the federal share of Newfoundland and Labrador’s hospital and
medical insurance program was still 58 percent (Taylor 2009, 426-27).
Under EPF, the tax transfer portion of the new transfer program for the
provinces was equalized to the national average. This preserved a con-
tinued measure of preference for Newfoundland and Labrador and other
less wealthy provinces. Third was the federal Equalization program. It
transferred large sums annually to Newfoundland and Labrador on an
unconditional basis.

The evidence suggests that health care did not receive priority from
Newfoundland and Labrador governments for three reasons. First, the
province had to manage a massive adjustment challenge associated with
the fishery closure. Second, the improvements in health services within
the province since the 1960s were large and palpable. Third, the fed-
eral “generosity” to Newfoundland and Labrador and other “have not”
provinces did not appear through magic. It was the product of intensive
and ongoing pressure from the governments of the Atlantic provinces
including the government of Newfoundland and Labrador on whatever
government was in power in Ottawa (Finance Canada 1996). In this per-
spective much of whatever priority the government of Newfoundland
and Labrador attached to health care was focused on intergovernmental
diplomacy rather than “domestic” affairs.

As a result, Newfoundland and Labrador acted on only one issue—
regionalization—and not as part of a larger health reform strategy but
as a potential money saver. Regionalization was a “one off” measure to
integrate services and increase efficiencies. Regionalization was not div-
isive among the people of the province, although not happily received
by most hospitals in St. John’s. Needs-based funding and alternative
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payment plans (APP) for primary care physicians reached the govern-
mental agenda, but the government decided not to undertake reform
in either. In the former, the Newfoundland and Labrador Hospital and
Nursing Home Association urged reform, but ministers chose to retain
the status quo—control of spending in their own hands. In the latter, a
group of physicians doing a pilot project encouraged reform, but the
government appears to have concluded that this would cost more than
the status quo. Other issues did not make it to the governmental agenda
(for-profit delivery) or just barely touched it (prescription drugs).

The history and reform outcomes were different in Saskatchewan. The
CCEF, the predecessor of the Saskatchewan NDP, had been the first gov-
ernment to introduce publicly financed, universal hospital and medical
insurance in Canada in part because the people of that province were so
conscious of health system failures in the 1930s. The CCF government did
so twice without assurances that the federal government would eventu-
ally cost share. Once it had introduced a provincially funded program,
of course, the Saskatchewan government stood to benefit financially
through federal cost sharing.

The Romanow government built on this legacy with a long-term
strategy centred on the wellness concept (Saskatchewan Health 1992).
The NDP strategy called for regionalization of health services and then
restructuring the hospital /institutional system and primary care system.
The new regional health authorities (RHAs) would be the driving force
to implement these new policy directions. The reality was somewhat
“messier” with the sequencing not always following the “textbook.”
Nonetheless, much was accomplished.

A part of this messiness was that regionalization did not occur in a
political vacuum. Even though regionalization was supposed to come
first, drug benefits were being cut (contrary to what the NDP platform
had signalled) and hospitals were being closed or converted into “well-
ness centres” as the process of regionalization unfolded. In a nutshell,
instead of creating RHAs first and leaving them to do all the “dirty
work” of rationalization, the two tracks ran to some degree in parallel.
And while the public was consulted, the consultations did not go on for
long. Reducing drug benefits and closing or regrouping hospitals were
not popular decisions. It was perhaps asking too much to expect people
to welcome these changes as the price to be paid for a more effective and
efficient medicare system that was some distance into the future.

How, then, did the Saskatchewan government overcome this inevit-
able resistance? The obvious link between the NDP’s historical role in
“inventing” medicare and public support for medicare may partially
explain why so much reform happened so swiftly. But more important
was the fact that the NDP was well prepared and had a narrative to help
market its ideas. The fiscal crisis also played a huge role in supplying
much-needed political cover for those decisions. Had that spur to swift
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and decisive action not been present, there is at least a question as to
whether the government would have been able to secure the necessary
support within its own caucus and among the ranks of its supporters
without slowing down and “watering down” its reforms. The crisis forced
Premier Romanow out of the starting gate from day one of his mandate.
A telling remark in this regard was attributed to the health minister of
British Columbia at the time: “You folks have one thing going for you that
we don’t and I envy you for it.... The fact that people in Saskatchewan
know that you’re in a desperate financial situation and seem prepared to,
you know, make some sacrifices if that had to be done.... In B.C. nobody
believes that we're financially strapped” (McIntosh, Ducie, and England
2007, 11).

A new majority government and fiscal crisis in both provinces opened
a reform window. But to take advantage of the opening, other factors had
to be present. Each of the following was present in Saskatchewan but not
in Newfoundland and Labrador. First, prior to the general election that
brought it to power, the opposition NDP made health care a priority,
included that priority strategy in its election platform, and promoted
the strategy during the electoral process.* Second, once elected, the “ap-
pointment” of a political champion, an excellent partnership between the
political executive and senior public servants, and swift action helped
to make the pre-election commitments tangible. With a political com-
mitment, a policy champion, and a smoothly functioning relationship
between political executive and public service, the government was able to
take advantage of the open reform window and make significant reforms
before the window closed. These differences are reflected in Table 9.1. The
two Ps in the column “change in government/leader” for the regionaliza-
tion reflect the above discussion; that is, both factors associated with the
change in government/leader category were present for Saskatchewan.
This was also the case for needs-based funding in Saskatchewan. The
empty cells in this column for Newfoundland and Labrador signify that
these same factors were not present there.

The factors that influenced the reform of two other issues—for-profit
delivery and wait times—also differed between the two provinces. The
Romanow government made itself somewhat unpopular with its own
rank and file due to the disruption and hardship associated with reforms
during its first term. At the beginning of its second term, the government
introduced legislation to make for-profit delivery for hospitals and clin-
ics a financially impractical proposition. The pressure for this originated
with political insiders, possibly the premier, as a way of re-establishing
the bona fides of the NDP government with its supporters. The fact that
this issue was receiving a lot of attention in neighbouring Alberta gave
the issue some profile. There was no comparable action in Newfoundland
and Labrador. Being a small province with relatively low income, there
were no commercial firms looking to open for-profit hospitals in that
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TABLE 9.1
Influence of Major Factors on Reform by Category
Saskatchewan (1991-2003) vs. Newfoundland and Labrador (1989-2003)

EXOGENOUS EXOGENOUS/ENDOGENOUS ENDOGENOUS

Change  Fiscal Public Opinion/ Media Values  Knowledge Institutions Insider Interests
inGovt/  Crisis  Civil Society
Leader

SK 1991-2003

1 Significant PP P p A
2 Significant PP P p p p p
3 Limited P P M PA
4 Significant p p
5 Significant PP P P PP P p
6 Counter- C

consensus

limited

NL 1989-2003

1 Moderate PA
2 None A AA
3 None A

4 None

5 None AA
6 None A

Notes:

The six issues/case studies are as follows:
1 =regionalization

2 = needs-based funding

3 = alternative payment plans

4 = for-profit delivery

5 = wait-times management

6 = drug coverage

The letters indicate the direction of reform. Two reform letters in a cell mean that there were
two major reform independent variables in the same category. If an issue is not known to have
reached the governmental agenda, cells are empty.

P = pro-reform

A = anti-reform

M = mediating between pro- and anti-reform factors

C = favoured counter-consensus reform
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province. The table thus shows a P under “insider interests” for that
issue in Saskatchewan. The comparable cell is empty for Newfoundland
and Labrador.

The issue of wait times was on the governmental agenda in most prov-
inces by the late 1990s or early 2000s. In Saskatchewan, public opinion
and civil society pressures put it on the governmental agenda. There was
no comparable public pressure in Newfoundland and Labrador. The
outcome in Saskatchewan involved much technical policy work, which
is reflected under the knowledge and institutions (policy community)
columns. In Newfoundland and Labrador cardiac surgeons began to co-
ordinate on a voluntary basis, a relatively easy task since they were few
in number and lived in St. John's, the only place where such procedures
were undertaken in the province.

Saskatchewan and Ontario: Comparing Two Social Democratic
Governments

The point of comparison here is between the Ontario NDP government
of Bob Rae (1990-1995) and the first NDP Romanow government in
Saskatchewan (1991-1995). Both shared a social democratic left-of-centre
philosophy. Both came to office in very difficult fiscal conditions. But the
Ontario government decided on only one issue—drug coverage—whereas
the Saskatchewan government decided on five.

The Rae government modestly expanded drug coverage with the
creation of the Ontario Trillium Drug Program. This decision was taken
in the months leading up to the 1995 general election under strong pres-
sure from civil society groups. In contrast, the Saskatchewan NDP cut
its drug program substantially in a series of decisions between 1991 and
1993. Perhaps the main factor that explains the difference in direction
was timing. The worst of the fiscal crisis in Ontario was over when Rae
acted, whereas the Romanow government was “forced” to act when the
Saskatchewan crisis was at or near its peak. There were also institutional
considerations at work in Saskatchewan. It was easier to cut prescription
drug benefits than hospital or medical budgets. Federal hospital and
medical transfers required provinces to cover first-dollar expenditures
(no deductibles), and there was no such constraint on drug expenditures.
Moreover, there were insider interests that would have to be dealt with
if hospital budgets or medical tariffs were cut. There was no comparable
lobby for consumers of prescription drugs.

On all the other issues except wait times (which did not become a
pressing concern in Saskatchewan until the second half of the 1990s),
the Saskatchewan NDP accomplished significantly more reform than the
social democrats in Ontario. The Romanow government acted swiftly on
regionalization with the goal of making the system better coordinated and
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more efficient. The fiscal crisis spurred the government to close or merge
hospitals, whereas in Ontario the fiscal crisis was perceived as an obstacle.
The Saskatchewan NDP was able to use the fiscal crisis as cover for tough
political decisions because the party had a coherent, long-term strategy
on winning office. The Ontario NDP did not. The NDP in Saskatchewan
faced a decimated and weak opposition. The NDP in Ontario did not.

The Ontario NDP made an explicit decision not to regionalize. In so
doing, it effectively precluded the idea of needs-based funding since
such funding was premised on some form of geographic division in the
administration of health services. Neither issue had a champion within
the government at the political or civil service level. The Ontario Hospital
Association and Ontario Medical Association were opposed. The Rae
government reached the view that regionalization would be particularly
difficult in a context of deficit reduction. One reason was that needs-based
funding would be a natural corollary of regionalization. Given the fiscal
circumstances, needs-based funding would have had to be a zero-sum
game. In turn, that game would have meant politically difficult, absolute
cuts to some regions.

The Saskatchewan Medical Association (SMA) did not challenge the
early decisions of the Romanow government. Where it did draw the
line was in the government'’s plans to eliminate fee-for-service (FFS) for
primary care physicians as a necessary precondition for primary care
reform. By the time the government was ready to tackle this issue, its
first mandate was no longer fresh. The threat of provincial bankruptcy
had also receded. Both factors meant that the reform window of 1991 was
almost shut. The timing was no longer right for taking on the doctorsin a
political battle. The province had become health-care weary. The govern-
ment had established an Alternative Payment Unit that undertook pilot
projects, but it lacked traction with the SMA. Well before the 1995 general
election, the government had concluded that any changes in the method
of compensating primary care physicians would have to be voluntary. °®

In Ontario, the question of APPs for primary care physicians was part
of an ongoing dialogue between the Ontario Medical Association (OMA)
and the governments of the era: the Peterson Liberals, the NDP under
Rae, and then the Mike Harris-led Progressive Conservatives. Some
voluntary initiatives flowed from the dialogue, but the issue of APPs
was not a focal point of decision-making while the Rae government was
in power. It negotiated a five-year contract agreement with the OMA
in 1991 that included provision for a Joint Management Committee of
ministry officials and OMA representatives to oversee the contract and
manage the relationship. Despite the agreement, the ongoing relationship
was adversely influenced by the fiscal context, including on physician
remuneration. In 1994, the government received a report commissioned
by the Conference of Federal-Provincial-Territorial Ministers of Health
recommending the elimination of fee-for-service (Gafni, Birch, and
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O’Brien 1994). Our research does not indicate whether it was discussed
in cabinet, but we do know that the OMA was pressing for improvement
in the fee-for-service schedule.

To account for these differences in reform, we need only replicate the
factors that were present in Saskatchewan but not in Newfoundland and
Labrador: these same factors were also absent in Ontario. First, prior to
the general election that brought it to power, the opposition Saskatchewan
NDP had made health care a priority, included its strategy in its election
platform, and then promoted the strategy during the electoral process.
Second, once elected, the appointment of a political champion, the strong
relationship between ministers and the public service, and speed from
the starting line made quick decision-making possible.

While it may at first glance seem unusual that a social democratic
government in relatively affluent Ontario would have more in common
with a Liberal government in relatively low-income Newfoundland and
Labrador than with another social democratic government, there were
at least four reasons for these differences between the Saskatchewan
NDP and its Ontario cousins. First, the Saskatchewan NDP knew well in
advance of the 1991 election call that it would likely win office, thanks
to the self-destruction of the Progressive Conservative government led
by Grant Devine and the very weak third-party status of the Liberals.
The Ontario NDP had no expectation of forming a government when
the 1990 general election was called (Rae 1996, 144 and 244). Second,
there was a big difference in experience. From the time that Tommy
Douglas led the social democratic CCF to victory in 1944 until the general
election of 1991, the CCF and then the NDP (the successor to the CCF)
had been the governing party in Saskatchewan two-thirds of the time.
Romanow’s first government marked the ninth time the CCF/NDP had
succeeded at the polls. The Rae government was Ontario’s first social
democratic government, and it was sorely lacking hands-on experience
in governing. The third difference was in some ways an extension of
the second. The Romanow government had an excellent relationship
with senior officials in Saskatchewan Health. Where the relationships
were lacking, the government knew from previous experience how to
fill gaps swiftly. Romanow appointed a deputy minister of health from
outside the public service within weeks of achieving power. The Rae
government found it difficult to create a comparable partnership with
the Ontario Public Service (Rae 1996, 151-54). Rae gradually brought in
fresh resources, but that took time. It was nine months after winning
office that Rae appointed a new deputy minister of health from outside
the public service. The interaction of these three factors was reflected in
many of the political difficulties the Ontario government encountered in
its first year in office and beyond.

Fourth, the Romanow government used the grey literature. It borrowed
from the Murray report (Saskatchewan Commission on Directions in
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Health Care 1990) that had been commissioned by the Devine government
and massaged it to its needs. It brought in researchers from outside the
province where such expertise was available. This was notably the case
with needs-based funding. For these and other reasons, the Saskatchewan
NDP had a vision of where it was headed and something of a road map
about how to get there. The Rae government ignored the grey literature.
Although much of that literature had its origins in Ontario academe, for
whatever reasons it did not catch the eye of the government. Reports that
originated in the Peterson years were not taken up by the NDP. The three
building blocks in the Saskatchewan strategy—regionalization, needs-
based funding, and a focus on alternative payment plans for primary care
physicians—were not adopted by the Ontario NDP. These issues had no
internal champions. They were someone else’s agenda.

By the middle of his term, Rae was caught up in negotiations with
public service unions that ended in an impasse. The Ontario legislature
enacted the terms of the “Social Contract” without union agreement. By
that time, too, it was clear that Ontario had one further item in common
with Newfoundland and Labrador. The economy was the priority, and
wrestling with the deficit was part of what needed to be done. What the
Rae government then wanted from the Ministry of Health was much
better control of spending, which in fact it did deliver.

The differences in reform and the explanations for the differences are
summarized in Table 9.2. More than any other factor, the numerous empty
cells for Ontario reflect the differences in the governmental agendas of
the two governments.

Saskatchewan and Alberta: Comparing Social Democratic and
Conservative Regimes

Of the five provinces studied, Alberta had the second most reform.
Whereas social democracy had deep roots in Saskatchewan soil, economic
and social conservatism had equally deep roots in Alberta, maybe deeper.
Yet some of the reforms the two governments adopted were very similar.
Both assigned to regional health authorities the task of coordination and
delivery of hospital and other institutional services. Both adopted a new
method of funding the regions (and hence hospitals and other institu-
tions) that was broadly alike. Neither accepted the idea of eliminating
fee-for-service (FFS), and both made a place for APPs as a mode of pay-
ment that individual physicians might choose. On APPs, the Alberta
Medical Association was a policy entrepreneur with the government
eventually following, while in Saskatchewan the Romanow government
led the reform but eventually backed off because of strong opposition
from the SMA.
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TABLE 9.2
Influence of Major Factors on Reform by Category
Saskatchewan (1991-1995) vs. Ontario (1990-1995)

EXOGENOUS EXOGENOUS/ENDOGENOUS ENDOGENOUS

Change  Fiscal Public Opinion/ Media Values  Knowledge Institutions  Insider Interests
inGovt/  Crisis  Civil Society

Leader

SK 1991-1995
1 Significant PP P p A
2 Significant PP P p p p
3 Limited P P M PA
4 Significant P p
6 Counter- C

consensus

limited
ON 1990-1995
1 None A
2 None
3 None M
4 None p
6 Moderate A 2] p M
Notes:

The issues/case studies are as follows:

1 =regionalization

2 = needs-based funding

3 = alternative payment plans

4 =for-profit delivery

6 = drug coverage

The table excludes wait times as this issue was dealt with in Ontario just prior to the NDP
winning office, and it did not become a big issue in Saskatchewan until the second half of the
1990s.

The letters indicate the direction of reform. Two reform letters in a cell mean that there were
two major reform independent variables in the same category. If an issue is not known to have
reached the governmental agenda, cells are empty.

P = pro-reform

A = anti-reform

M = mediating between pro- and anti-reform factors

C =favoured counter-consensus reform
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Although these three reforms were similar, there were some differences
in motivation. Premier Klein came to power espousing a policy of rapid
deficit elimination and debt reduction. Alberta announced huge cuts in
health spending including in physician remuneration and then took policy
decisions to give substance to the deficit targets. These decisions included
regionalization and population-based funding. As outlined in chapter 3,
the government determined fiscal targets and then introduced legislation
for the disestablishment of 200 local hospital, public health, and continuing
care boards with provision to replace them with 17 new regional health au-
thorities (RHAs) and two provincewide health authorities. The new RHAs,
appointed by the government, were required to achieve efficiencies by
rationalizing existing institutions. The new funding model was left to the
experts. The cut in physician pay was arbitrary, not designed to change
incentive structures or pave the way to primary care reform. Klein was
focused on the bottom line first and foremost.

Much of the Klein government’s enthusiasm for fiscal restraint termin-
ated with the rebound in oil prices in the second half of the 1990s. The
Alberta government had cut health-care spending more sharply than
other provinces. With its coffers replenished, the Alberta government
increased its expenditures as oil prices took off (CIHI 2012, Table B.4.2).
Thereafter, apart from Klein’s passion for more private for-profit delivery,
the political will to support further significant policy changes in health
care evaporated. Thus, as already noted, it was the Alberta Medical
Association (AMA) that proposed to the government that physicians in
Alberta should have a choice about mode of payment and not be confined
to fee-for-service. Although the government resisted, the AMA proposal
remained on the table and eventually led to APPs on a pilot project basis.

Romanow left office in 2001 and was replaced by Lorne Calvert. Calvert
won a fresh mandate in 2003 and was defeated in 2007. In 2008, Klein
resigned. Of the six issues we have studied, the pattern was set on three
issues—regionalization, needs-based funding, and APPs—during the first
elected terms of the Klein and Romanow governments. Their accomplish-
ments were also roughly comparable.

In the above comparisons between Saskatchewan and Newfoundland
and Labrador, and between Saskatchewan and Ontario, a number of key
factors found in Saskatchewan were not present in the other two prov-
inces. Klein’s government, however, had most of them: quickly restoring
the fiscal balance was a priority, and this could not be done without a
plan for health care. During the 1993 election campaign, Klein promised
health reforms. Once elected, his government immediately organized
roundtables to discuss and lay out a health-care strategy. Klein himself
was a policy entrepreneur when it came to selling expenditure cuts and
the need for restructuring. Like Romanow, he too went through the start-
ing gate quickly. The sole area where Alberta lagged Saskatchewan was
in relations with the public service. Where the Romanow government
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developed a strong relationship with Saskatchewan Health, Klein was
actively trying to do away with much of the Ministry of Health. Yet, our
case studies suggest that the Klein government was effectively served
by its public service.

The difference in ideology showed in the other three issues: pre-
scription drugs, for-profit delivery, and wait times. The government of
Saskatchewan cut prescription drug benefits while the government of
Alberta expanded its drug program. But the timing of the Saskatchewan
decision dictated its outcome. The Alberta decision was taken well after
oil prices had bounced back and the government was running a budgetary
surplus. The Alberta decision to make two minimal reforms in prescrip-
tion drugs reflected its attachment to the idea of the residual state. The
beneficiaries of these small changes—families with children that were
making the transition from welfare to work, and end-of-life patients in
palliative care settings—suggest that the government was not trying to
save the treasury from further claims but to emphasize the importance
of self-reliance.

With respect to for-profit delivery, Klein pressed hard to create more
room for private for-profit delivery with modest results at best. Romanow
broughtin legislation early in his second term to make it practically impos-
sible for private for-profit hospitals and clinics to start up in Saskatchewan.
Romanow took his anti-for-profit delivery legislation further than Klein
did his for-profit delivery policies.

Both governments worked hard to achieve a workable way of tracking
wait times. Alberta introduced a voluntary, publicly accessible, Internet-
based wait-list registry in 2003. The intention was to provide all stakehold-
ers, including patients, with accurate and understandable information
so that they could make smart choices about where and how to access
the necessary services. The voluntary aspect of the registry ensured that
individual physicians were not coerced to surrender control over local
information about wait times. Saskatchewan chose to create a centralized
and mandatory management instrument for surgical care. Romanow’s
government came very close to meeting the grey literature definition of
“comprehensive” reform on wait times whereas the Klein government
chose a limited reform that fit with its culture.

The similarities and differences are shown in Table 9.3.

Alberta and Ontario: Comparing Two Conservative Regimes

The Progressive Conservative Party of Alberta had been in power for
30 years when Ralph Klein became premier. It was a one-party province
at the provincial level and equally conservative in federal elections.
Although the Progressive Conservative (PC) Party of Ontario had held
office without interruption for over 40 years—from 1943 until 1985—by
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TABLE 9.3
Influence of Major Factors on Reform by Category
Saskatchewan (1991-2003) vs. Alberta (1992-2003)

EXOGENOUS EXOGENOUS/ENDOGENOUS ENDOGENOUS

Change  Fiscal Public Opinion/ Media Values  Knowledge Institutions Insider Interests
inGovt/  Crisis  Civil Society
Leader

SK 1991-2003

1 Significant PP P p A
2 Significant PP P p p p p
3 Limited P P M PA
4 Significant p p
5 Significant PP P P PP P p
6 Counter- C

consensus

limited

AB 1992-2003

1 Significant PP P
2 Significant PP P P p p P
3 Moderate P P M
4 Counter- p PC p

consensus

limited
5 Limited P P C P M
6 Limited C P
Notes:

The six issues/case studies are as follows:
1 = regionalization

2 = needs-based funding

3 = alternative payment plans

4 = for-profit delivery

5 = wait-times management

6 = drug coverage

The letters indicate the direction of reform. Two reform letters in a cell mean that there were
two major reform independent variables in the same category. If an issue is not known to have
reached the governmental agenda, cells are empty.

P = pro-reform

A = anti-reform

M = mediating between pro- and anti-reform factors

C = favoured counter-consensus reform
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the time Mike Harris and the PCs were back in power, provincial politics
in Ontario had become highly competitive. Indeed, in voting behaviour
both provincially and federally, Ontario was a less conservative province
than it had once been and less conservative than Alberta.

While the Alberta polity was more conservative than Ontario’s, in the
mid-1990s the Progressive Conservative parties of both provinces were
close to one another in ideology: both endorsed lower taxes and smaller
government as central to their purpose and vision. Neither party, in its first
or second term of office, had in place all of the elements of a broad strategy
for health care. Klein's first campaign had focused on things that needed
doing in health care as a necessary corollary of fixing the fiscal balance.
After the 1993 general election, a committee of the legislative assembly con-
sulted publicly and provided Klein with a report (Alberta Health Planning
Secretariat 1993) that emphasized that service delivery should concentrate
on patient choice, integration of health services under unified governance
and administrative structures, and greater opportunities for not-for-profit
associations and private for-profit delivery. The report may have given the
Klein government a sense of direction although not a road map.

Like the Alberta platform in 1993, the Harris government’s Common
Sense Revolution, which served as its platform in the 1995 general elec-
tion, promised less spending on lower-priority items, cuts to welfare, and
lower taxes. Unlike Alberta, however, it did not promise to cut health-care
spending. Nor did it do so, although certain categories of expenditure
were reduced.

During the nine years that the Ontario Progressive Conservatives were
in power, the government undertook reforms in two of the six issues
and acted on a third issue in a unique way that merits discussion. First
is APP. Soon after taking office, the Harris government attacked the
master agreement that the NDP had signed with the Ontario Medical
Association (OMA) including its provision for joint management. The
government initially attempted to negotiate separate arrangements with
different groups of doctors rather than dealing with all the physicians
in one contract through the OMA. It took about 18 months for relations
between the Harris government and the OMA to settle. While these issues
were being worked through, the government was considering alternative
approaches to primary care as a result of several reports recommending
reforms. In July 1996 the Ontario minister of health and the chair of the
OMA Committee on Health Reform jointly announced pilot projects for
capitation and reformed fee-for-service (FFS) as a basis for primary care
reform. Two years later the minister of health and OMA president an-
nounced the launch of five pilot projects to evaluate the effectiveness of
primary care networks. In 2000, the Ontario government and the OMA
reached a new master agreement. It included two points of note in our
context. First, it created incentives for family practitioners to join group
practices that provided around-the-clock care seven days a week. Second,
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and equally significant, the money for the APP budget was taken from
the FFS budget. This signalled in some sense that the new arrangements
were becoming permanent. Once the FFS budget was tapped to pay for
alternative payment arrangements, it would not be realistic politically to
return the funds to the FFS budget.

In Alberta, in the context of dealing with large planned cuts in physician
compensation, it was the medical association that proposed the idea of
allowing individual physicians to have alternatives to the standard fee-for-
service method of remuneration. The government was not enthused, but
agreed to explore alternative payment plans after the AMA went public
on the issue. The fact that a general election was on the horizon helps to
explain the change in government position.

Key points in common between the Ontario and Alberta PCs in respect
of APPs included the following: both governments had a rocky start in
relations with their provincial medical associations; relations improved
over time; the medical associations used forthcoming elections to improve
their bargaining positions on issues relating to compensation including
APPs; and in both cases the agreements were voluntary. The main differ-
ence was that Ontario developed its stance as an offshoot of a long-term
plan to encourage primary care reform. In Alberta, the agreement was
not linked in the same way. It was seemingly an end in itself.

In the health-care sphere the most controversial item tackled by both
governments was for-profit delivery. Their successes and failures were
roughly comparable as seen in Table 8.1, where the reforms are described
as “counter-consensus moderate.” The Ontario Progressive Conservatives
chose to encourage private for-profit investments in diagnostic imaging
to overcome shortfalls in the availability of MRIs and CT scanners in the
province. In Alberta, the focus was on medical services and allowing
private for-profit clinics. Both governments had a philosophic disposition
to provide more opportunity to private for-profit enterprise. They also
saw for-profit enterprise as a way to improve delivery without making a
major call on their strained finances. The opportunity in both cases was
due to technological changes. Services that had previously been delivered
in hospitals, where they were covered by the Canada Health Act, could be
provided “in free-standing clinics in the community, where physicians’
services continued to be covered under medical care insurance but where
patients were being charged additionally to cover operating and capital
costs” (Gildiner 2006, 30).

Despite ideological similarity, the governments took different ap-
proaches to the task. Premier Klein, seemingly at times well ahead of
his cabinet and caucus, took on for-profit delivery as a personal cause.
This effectively meant that it was on the decision agenda from the time
that Klein won his first majority in 1993. In conjunction with Klein's “in
your face” style, the result was to guarantee that all opponents of for-
profit delivery (mainly extra-legislative and led by the grassroots Friends
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of Medicare) were alerted and mobilized. The struggle forced Klein to
withdraw policy proposals and legislation on more than one occasion.
Finally, in 2000, the Health Protection Act (usually known as Bill 11) passed.
It created a framework for some for-profit delivery of surgical services, a
considerably narrower measure than his initial hopes.

In contrast, the Harris and Eves governments proceeded in a way that
was less visible. They inherited the Independent Health Facilities Act, 1989
(IHFA), a statute that regulated the growing number of free-standing clin-
ics performing diagnostic services and, to a lesser extent, day surgeries in
the province. The Progressive Conservative government introduced two
sets of amendments to the statute—one in 1996 and the second in 2002.
Both were embedded within much bigger legislative changes, which likely
made the public less aware than it otherwise might have been. In 2002,
seven years after the PCs assumed power, the government announced
the names of the bidders that had been selected to provide new scanners.
By that time Ernie Eves had replaced Mike Harris as premier.

Ontario’s handling of this file was in contrast to its open and seemingly
“no holds barred” approach to many other big files such as the forced
amalgamations of cities, a tough approach to social assistance reform,
and reductions in environmental regulation. In a nutshell, the Harris
government was relatively cautious in its approach to for-profit delivery
in view of the public’s ongoing attachment to medicare and its readiness
to pounce on any “faux pas.” Ontario politics were more competitive than
Alberta’s, and this seems to have influenced its strategy.

The Harris PCs showed no public interest in regionalization, but they
did believe that Ontario’s hospital “system” was inefficient. It needed
to be rationalized by closing uneconomic hospitals, merging others, and
breaking down silos between delivery institutions that remained. Such
actions, however, would create lots of “losers.” While other provinces,
including Alberta, established arm’s-length regional health authorities,
at least in part, to deflect political blame, Ontario chose a different path.
Premier Harris appointed a Health Services Restructuring Commission,
which differed from other provincial commissions and task forces in
having the authority to restructure hospitals—to “direct” hospitals—and
its directives were binding. The commission also recommended other
changes in health care. By the end of its four-year term, the commission
had made a difference. Many acute care hospitals in urban municipal-
ities were consolidated. Following the commission’s recommendations,
the government invested in the “expansion of home-care services and
the creation of more nursing-home places to accommodate hospitalized
patients categorized as ... alternative level of care” (Sinclair, Rochon, and
Leatt 2005, 2). The point of interest here is that the outcomes in some ways
paralleled the restructuring (especially of acute care) in Alberta despite
the difference in mechanism.
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In sum, on the two (or three if hospital restructuring is included) items
that both the Klein and Harris/Eves governments tackled, the extent of
reform was roughly comparable (see Table 9.4). On APP, they were heavily
influenced by their medical associations and ended up with broadly simi-
lar reforms. They used different mechanisms to rationalize the hospital
sector, but again, the results were not markedly different. The results on
for-profit delivery were also comparable.

The Klein government elected in 1993 had much more detailed plans for
the health sector than the governments led by Harris and Eves. But once
oil prices rebounded, the Alberta government eased up on its plans except
for the premier’s for-profit delivery dreams. As a government that pre-
ferred a small state, it appears to have been more than satisfied to manage
issues one at a time once its fiscal crisis had passed. Its approach to drug
reform was, we saw above, a reflection of its philosophy. In Ontario, the
PC’s 1995 election platform—the Common Sense Revolution—signalled a
different approach to government than the Peterson and Rae governments
that had preceded it. With its mandate, the Harris government was bold
and determined in many areas of policy including social assistance and
municipal government. But the Common Sense Revolution document
said little about health care other than identifying it as a priority service.
The PC government under Harris worked on health-care files one at a
time without a seemingly clear destination. In this respect Ontario’s ap-
proach was similar to Alberta’s after oil and gas prices had improved.
Both governments knew that there were limits to what they could do to
move their health systems toward markets or market-like mechanisms
for delivery. Even in provinces where there were right-of-centre govern-
ments, the commitment to the medicare legacy was powerful enough to
limit a determined premier.

DiscussioN

These comparisons and earlier analyses suggest a few observations. First
is that there was no simple gradient of most or least reform based on
the wealth or size of a province. The poorest province (Newfoundland
and Labrador) did the least reform, but a middle-income province
(Saskatchewan) did the most. The two largest provinces (Ontario and
Quebec) did less reform than two provinces that were smaller (Alberta and
Saskatchewan) but more than the smallest (Newfoundland and Labrador).

Second, happenstance mattered. The political dynamics of a province
influenced the time when issues reached, or did not reach, the govern-
mental agenda (prescription drugs in Saskatchewan relative to Alberta)
and influenced the substantive policy choices that were made.
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TABLE 9.4
Influence of Major Factors on Reform by Category
Alberta (1991-2003) vs. Ontario (1995-2003)

EXOGENOUS EXOGENOUS/ENDOGENOUS ENDOGENOUS

Change  Fiscal Public Opinion/ Media Values  Knowledge Institutions  Insider Interests
inGovt/  Crisis  Civil Society
Leader

AB 1991-2003

1 Significant PP P

2 Significant PP P P P P P
3 Moderate P P M
4 Significant P @
5 Limited P C P M
6 Limited C P

ON 1995-2003

1 None

2 None

3 Moderate PP P M
4 Moderate P PC @
5 Moderate P P P

6 Moderate A

Notes:

The six issues/case studies are as follows:
1 =regionalization

2 = needs-based funding

3 = alternative payment plans

4 = for-profit delivery

5 = wait-times management

6 = drug coverage

The letters indicate the direction of reform. Two reform letters in a cell mean that there were
two major reform independent variables in the same category. If an issue is not known to have
reached the governmental agenda, cells are empty.

P = pro-reform

A = anti-reform

M = mediating between pro- and anti-reform factors

C = favoured counter-consensus reform
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Third, other things equal, provincial governments that committed to
reform and had a plan for reaching their objectives (Saskatchewan and
Alberta in the first half of the 1990s) were more likely to achieve reforms
than provinces that did not (Ontario and Newfoundland and Labrador
in the same period).

Fourth, broad differences in governmental ideology mattered little to
health policy reform outcomes on some issues (such as regionalization)
but mattered more on others (such as for-profit delivery and wait times).
Provincial governments with right-of-centre conservative orientations
(Klein’s second and third governments in Alberta and Ontario under
Harris and Eves) had greater similarity of policy reform outcomes than
provincial governments with left-of-centre social democratic orientations
(Romanow’s first government in Saskatchewan and Ontario under Rae).°

EXPLAINING DIFFERENCES AMONG ISSUES

Chapter 8 provided an aggregate analysis based on the assumption that
the five provinces covered constituted a reasonable proxy for all of Canada
and that the six issues were a representative sample of the challenges
facing Canadian health care. The main question examined here is what
kinds of factors were associated with different kinds of reform. The kinds
of reform compared include

e those that touched Canadians directly (program content and delivery)
and those that did not (governance and financial arrangements);

e counter-consensus (for-profit delivery) and consensus (the other five
issues); and

e political (regionalization, APP, for-profit delivery, and drug coverage)
and technical (needs-based funding and wait times).

Comparing Reforms That Touched Canadians Directly and
Those That Did Not

When we began our research, we selected six issues for study with at
least one in each of the four policy domains using the taxonomy outlined
in chapter 2. At that time we did not make any assumptions about the
patterns that might emerge from the analysis.

One intriguing finding emerged when we divided the 30 cases between
the 14 cases of comprehensive, significant, and moderate reforms and
the 16 cases of limited and no reform. For the latter group, the factors ex-
plaining the extent of reform were broadly similar. Endogenous variables,
including insider interests, were paramount. Perhaps most surprising
was the association between “major reports” and little or no reform. It
was noted earlier that such reports often were written by persons with
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inside experience (former ministers and deputy ministers, for example),
usually with research support from those with technical knowledge. It
appears that many major reports gathered dust.

When we examined the factors associated with the 14 cases of compre-
hensive, significant, and moderate reform (hereafter “substantial” reform),
a quite different picture was observed. As shown in Table 9.5, seven
of these 14 cases fell within the governance or financial arrangements
domains and the other seven fell under the delivery or program content
domains. Note that the order in which the variables are shown differs from
the order for tables in chapter 8. Exogenous variables are displayed in the
top two rows and the bottom three rows. The main endogenous factor,
insider interests, is in the third row. The other variable categories in the
middle rows include influences that are both endogenous and exogenous.

TABLE 9.5
Categories of Variables That Substantially Influenced Extent of Reform:
14 Cases Assessed as Moderate, Significant, or Comprehensive Reform

Governance and Delivery Arrangements
Financial Arrangements and Program Content
7 Cases 7 Cases
Regionalization Needs-Based — APP Wait  For-Profit Drug
Funding Times  Delivery  Coverage
AB SK NL AB SK ABON SKON  ABSKON ONQC

Change in govern- XXXX XXXX XX
ment/leader com-
mitted to reform
Fiscal crisis XX XX X XX
Insider interests XXXX XX XX X XXX XXX
Institutional XX XX XX
arrangements
Knowledge XX XX XX X
Values X XX XX XXX XX
Public opinion/ XXX X X
civil society
Media XX X
Technological XX
change
Notes:
x = number of major observations
AB = Alberta
NL = Newfoundland and Labrador
ON = Ontario
QC =Quebec

SK = Saskatchewan



Patterns in the Factors That Explain Health-Care Policy Reform 243

The principal insight from the table arises from the broad pattern it
shows, not the case-by-case details. There are striking differences in the
incidence and distribution of independent variables across the govern-
ance and financial arrangements domains and the delivery and program
content domains. In the discussion that follows, we therefore group these
four domains into two clusters: the governance and financial arrange-
ments cluster, and the delivery and program content cluster.

The bottom three rows summarize the incidence and distribution of
public opinion/civil society, media, and technological change for each
of the six issues. The nine cells on the left side of the table are empty. For
the same three rows on the right side, there are 10 observations located
in six of the nine cells under the delivery and program content domains.
The plain message is that public opinion/ civil society, media, and techno-
logical change were associated with the three issues in the delivery and
program content domains but not with the three issues in the governance
and financial arrangements domains.

Moving from the bottom to the middle of the table, we see that 10 of 17
observations in the values and knowledge rows were associated with the
delivery and program content grouping and seven with the governance
and financial arrangements grouping.

For the top two rows of variables, we see a pattern that is almost the
opposite of that in the bottom three rows. There we find 13 observations
in the change in government/leader and fiscal crisis categories in five of
the six cells for the issues under the governance and financial arrange-
ments domains. There are only four observations in two of the cells in
the delivery and program content domains.

The absence of public opinion/ civil society, media and technological
change variables from the three issues under the governance and finan-
cial arrangements cluster suggests that the issues in these domains were
decided mainly, if not entirely, by “elites.” The presence of those same
three variable categories under the delivery and program content cluster
suggests that the three issues in this cluster can be thought of as “people”
issues. That is, the issues in the delivery and program content grouping
touch people directly. In contrast, the public is not touched directly by
the elite-driven issues on the left side of the table under the governance
and financial arrangements cluster.

One other point worth noting is that values played a far greater role in
the people cluster than they did in the elite cluster.

Comparing Counter-Consensus and Consensus Reforms

Two of the seven cases of substantial reform in the delivery and program
content cluster ran counter to the consensus found in the grey literature.
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Both cases involved for-profit delivery—one in Alberta and the other in
Ontario. The questions we consider here are whether and to what extent
these decisions involved a substantially different mix of variables than
the other seven cases in the delivery and program content domains.

Referring back to Table 9.5, three points merit attention. First, the
political leadership in these cases is captured in the third row under
“insider interests,” not in the first row under “change in government/
leader committed to reform.” In other words, neither Premier Klein nor
Premier Harris made firm electoral commitments on this issue. Neither
could claim a mandate from the electorate.

Second, there was in fact strong grassroots opposition to for-profit
delivery in both provinces. There was no comparable grassroots oppos-
ition to proposed policy direction in the other five cases in the delivery
and program content domains. To the contrary, there were calls from the
public for more reform, not opposition to the reform direction, in respect
of some of the wait times and drug coverage cases.

Third, the basis of the arguments of each side (those favouring and
those opposed to for-profit delivery) was rooted in values, not knowledge
(Table 9.5).

With respect to values, the views espoused by the conservative gov-
ernments led by Premier Klein in Alberta and Premiers Harris and Eves
in Ontario were out-of-step with mainstream Canada. But they were
not new to the Canadian polity. Even before the 1945-1946 Dominion-
Provincial Conference on Reconstruction, there were competing views
about the way in which health care should be funded and delivered in
Canada. In the Reconstruction debates, the premiers of Ontario, Quebec,
and Alberta were among the strongest opponents of the proposals for
public health insurance that were tabled by the Liberal government led
by Mackenzie King. The three premiers were vehemently opposed to the
state’s displacing private arrangements for insurance and delivery and
also to the Dominion government’s meddling in a sphere of provincial
legislative competency under the Constitution (Dominion-Provincial
Conference 1945, 7-19, 36-45, 339-52). The positions taken by both the
Klein and Harris/Eves governments were a contemporary version of
that competition.

Premier Klein won the first of four majorities in 1993. In the Westminster
system, the party that controls the legislature controls the executive. Yet
reform achievements were moderate, and arguably barely so. The oppos-
ition to the Alberta government’s policy solutions came from organiza-
tions at different levels in society. In response to a question about whether
the government “should allow the private sector to provide some health
care services to those people who can afford to pay for them,” one-third of
Albertans agreed, the same share as for all of Canada (Mendelsohn 2002, 29
Figure 10). The most active opposition came from grassroots civil society
organizations, especially the Friends of Medicare (the provincial affiliate
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of the Canadian Health Coalition), which included unions representing
health-care workers and other groups of the political left. They could
not directly block government policy reforms in the legislature, but they
could rally support against the re-election of Progressive Conservative
members. Opposition also came from the federal government. Ottawa’s
opposition not only made it politically harder for the provincial govern-
ment to act. It also gave heart to the grassroots that they were not alone
in resisting the premier’s policy on this issue. The effectiveness of the op-
position was remarkable in the face of a popular premier with a majority
in the legislature and a clear sense of strategic direction, if not the details.

The ultimate compromise took seven years to emerge. It came in the
form of legislation to create a regulatory framework that allowed the
government to deal through a single policy instrument with several un-
resolved policy issues relating to for-profit delivery and the need for in-
creased accountability in the health-care system (Church and Smith 2006).

The Ontario Progressive Conservative Party won a majority in the 1995
general election, ousting the NDP government. The style adopted by the
Ontario PCs on for-profit delivery of health care was low key relative to
what transpired in Alberta. The election brought to office a government
and premier that believed in the need for an empowered private sector.
Harris’s Common Sense Revolution declared that “many of the things
that government does can be done cheaper, faster and better if the pri-
vate sector is involved” (Ontario Progressive Conservative Party 1995,
16). The platform neither explicitly included nor excluded health care.
However, when a survey by the Fraser Institute drew attention to a rela-
tive shortage of medical imaging capacity, the government was afforded
an opportunity to advance for-profit delivery by encouraging commercial
suppliers to help fill the gap.

At the grassroots level, the Ontario Health Coalition organized 22
rallies across the province to protest for-profit delivery as a solution to
long wait times. Indeed, polling data showed that fewer Ontarians fa-
voured a for-profit, private delivery solution as a response to perceived
increases in wait times than was the case for residents in all other prov-
inces (Mendelsohn 2002, 29, Figure 10). This strong public attachment to
medicare explains why the government moved with caution down the
for-profit delivery track.

The evidence of this book suggests that first-term governments are
more likely to take on large reforms than governments that have been
in power for several terms. A first-term government that can point to a
campaign commitment that gives it a mandate for action is also more
likely to succeed in its reform objectives than a newly elected government
without a mandate on an issue. Neither the Alberta nor the Ontario PCs
had such a mandate coming out of their first election campaigns in 1993
and 1995, respectively. It was toward the end of their second mandate
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that they implemented their reforms. In Alberta, Klein was rebuffed by
his own caucus at least twice before securing his 2000 package. The Harris
government was hardly shy in its election platforms, but it was timid
when it came to for-profit delivery of health care.

For those who wished to see alternative approaches to delivery tested
fully, the civil society resistance to market-driven reforms would have
been yet another example of rigidity in Canadian health care. For op-
ponents of for-profit delivery, it may have been reassuring that an activist
citizenry could slow a legislative majority that did not share its views.
The “moderate” outcomes suggest that the resistance to more for-profit
enterprise was not much weaker or stronger than the resistance to other
reform proposals, but the sources of opposition were different.

Comparing “Technical” and “Political” Cases

The literature suggests that there is a distinction between cases that are
essentially grounded in technical knowledge and those that are more
grounded in the political aspects of decision-making. Having said this,
Bozeman and Panday (2004) note that rarely is a decision purely political
or purely technical, and sometimes distinguishing between one and the
other is difficult. With this caveat in mind, we tested this hypothesis by
using some basic criteria developed in the literature to analyze our 22
cases where some degree of reform occurred. Table 9.6 summarizes these
criteria.

Four criteria in Table 9.6 were taken from the US literature: technical
requirements of the reform, goal consensus, time span of the decision, and
role of technical experts. The remaining two criteria, change in govern-
ment/leader and fiscal crisis, were derived from our analysis of the cases
described in chapter 8 (exogenous factors). Cases that were political in
nature were sensitive to these last two factors; cases that were exclusively
technical in nature were not.

Table 9.7 depicts the cases according to political attributes versus tech-
nical attributes. Each x in the table refers to one of the 22 cases in which
there was reform. For example, the three x markings in the far right cell
of the last row indicate that technical participants were key decision-
makers in the three provinces—Alberta, Quebec, and Saskatchewan—that
undertook reform in the needs-based funding case.

At the government agenda stage, all cases were mainly influenced by
political considerations. Technical knowledge played a limited role. At
the policy choice stage, the result was somewhat different. For those de-
cisions requiring a high degree of technical knowledge, politicians were
sometimes willing to cede their chairs to officials with essential technical
knowledge. In other cases, while technical knowledge was an ingredient
in the decision, political considerations trumped technical knowledge.
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TABLE 9.6

Criteria for Distinguishing Decisions That Are Mainly Political from Decisions That Also

Involve Technical Expertise

Mainly Political

Political and Technical

Decisions were not based on high levels of
technical knowledge and did not require
high levels of scientific understanding

Low goal consensus

Decisions were taken in relatively short time
span

Technical experts had little or no role in the
policy choice

Decisions were linked to “change in govern-
ment/ leader” associated with elections

Decisions were directly related to fiscal crisis

Decisions were based on technical know-
ledge and/or required high levels of scientific
understanding

High goal consensus

Decisions were taken over longer time span
Technical experts played a central role in the

development of a policy choice

Decisions were not linked to “change in gov-
ernment/ leader” associated with elections

Decisions were not directly related to a fiscal

crisis

The analysis indicates that reforms related to alternative payment plans,
for-profit delivery, regionalization, and prescription drugs were heavily
influenced by political factors through to the policy choice stage.

Alternative payment plans were introduced in Quebec, Saskatchewan,
and Alberta. Despite a substantive body of evidence supporting an end
to fee-for-service as a precursor to primary care reforms, none of the
provinces achieved either comprehensive or significant levels of reform.
Reluctance to “force” reform on doctors and low goal consensus trumped
best available evidence.

The decision on for-profit delivery in all provinces, whether the reform
was categorized as being “consensus-based” (meaning opposition to for-
profit delivery) or “counter-consensus” (favouring for-profit delivery),
was heavily driven by values. None of the decisions required any degree
of scientific or technical knowledge in order to arrive at the policy choice
stage.

Regionalization was heavily driven by the fiscal crisis and not incident-
ally the escalation in health-care costs that played a role in creating that
crisis. Only Quebec had regionalized before the 1990s. Further changes
made to these structures in Quebec during the time period of our study
were political and motivated for reasons similar to other provinces—a
perceived need for better service integration and more efficiency. In the
other four provinces, there was a change in government/leader just before
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or shortly after the turn of the decade. That change, in conjunction with
the fiscal conditions and goal consensus, led to relatively quick decisions
by mainly political actors. In Ontario there was much political opposition
to regionalization and no champion for the cause, and the decision not
to regionalize was taken swiftly. In Alberta and Newfoundland and
Labrador, regionalization was seen as part of a broader effort to improve
efficiencies within health-care delivery and thereby reduce costs or at
least contain expenditure growth. This was also the case in Saskatchewan,
but in that province regionalization was also seen as a precondition to a
broader wellness agenda. Premiers Romanow and Klein acted in their
first electoral mandates. The regionalization decision in Newfoundland
and Labrador was taken after decades of study in the second mandate
of Premier Wells. In Saskatchewan, Alberta, and Newfoundland and
Labrador, determining the borders of regions was more a by-product of
political pressures than technical considerations.

Finally, drug reform also proved to be highly political. The case studies
in all instances were driven by a combination of cost considerations and
dynamics related to change in government/leader and the electoral cycle.

Moving along to the more technical side of the spectrum, the issue of
wait times as seen in Table 9.7 tells a compelling story about the interplay
between technical and political reform. Wait times is a reform that relied
heavily (and still does) on a technical knowledge base and high goal con-
sensus. Yet even technical decision-making took place within a context
that was influenced by political concerns. While the actual mechanics of
effectively tracking wait times (collecting data, determining appropriate
wait times, and prioritizing treatments) were highly technical, engaging
physicians without invading their professional autonomy was highly
political. The issue of providing choice for both physicians and patients
was also political. Once a decision had been taken to do reforms, the
decision process became highly technical. Once complete, it gave rise
to normative political questions about how to use wait lists: as a track-
ing device for the information of government and physicians only, as a
management tool, or as public information that would allow people to
make informed choices.

Needs-based funding was the most technical reform of the six. It initially
involved a political decision about whether to depart from the historically
based funding models. Once consensus was reached in principle, there
were many technical decisions that had to be considered in developing
a funding formula.

In Saskatchewan, the move to develop a needs-based funding formula
was driven primarily by the civil service in conjunction with technical ex-
perts. Similarly, in Alberta, public servants were seen to be proponents of
population-based funding. Once politicians endorsed the concept, public
servants were left to their own devices to work out the technical details
through expert committee input. In Quebec, the government deliberately
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avoided implementing its needs-based formula in a fashion that might
have created regional inequities with political consequences.

In general, the analysis of the case studies reveals that issues can almost
never be defined as being exclusively political or exclusively technical.
However, the analysis does suggest a spectrum in the mix of technical
and political elements that drive the decision-making process. Our case
analysis suggested that certain conditions—low goal consensus, short
decision times, fiscal crisis, change in government/leader, lack of tech-
nical feasibility, lack of technical participants—helped to facilitate reforms
that were highly political in nature, while other conditions led to more
technical reforms that involved high levels of participation from subject
matter experts.

Although the sample size does not enable us to develop hard-and-fast
rules about the two categories, the analysis does suggest that all (or at
least a large majority of) issues must have some “political” characteristics
to find a place on the government agenda. The politics of the electoral
cycle create the opportunity to advance health-care reforms that are not
heavily related to scientific or technical feasibility. Crisis has the same
effect. When both conditions are present, the opportunity for reform for
politically driven issues increases. Conversely, the most successful tech-
nical reforms are much less reliant on the dynamics of the electoral cycle
at the policy choice stage. Reforms that are technical in nature are more
likely to be successful when decisions are made over time, under the guid-
ance of subject matter experts where there is limited political opposition.

CONCLUSIONS

In 16 of 30 cases, there was limited or no reform. Eight of the 16 cases were
in the governance and financial arrangements grouping and eight in the
delivery and program content grouping. Simply put, existing interests
benefited from the status quo and they were good at protecting their
turf. Most of these interests were insiders—provider groups (especially
medical associations) and governments (except newly elected first-time
governments). But it was not just insiders that were attracted to the status
quo. Canadian public opinion and civil society groups wished to retain
the benefits they enjoyed from the status quo. Public opinion was very
protective of medicare as an icon and committed to the principles on
which it rested. On the whole, there was not much difference between the
two groupings in the categories of factors that led actors to resist reform.

For the 14 cases of substantial reform, the pattern of factors associated
with reform was much different than for the 16 cases. Among the 14,
there was a big difference between the mix of variables that shaped policy
reform decisions in the two clusters. For issues in the governance and
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financial arrangements cluster, there was no gradient among provinces in
the direction or amount of reform based on traditional left/right values.
Rather, the extent of reform was a function of the political priorities of
provincial governments, their political and administrative preparedness,
and accidents of timing. Reform decisions were shaped heavily by elites
focused on efficiency / cost-containment and effectiveness, or by technical
considerations in needs-based funding. An open reform window was a
necessary but not sufficient condition for reform. Political actors had to
be ready and able to take advantage of the opening. On political priorities
and preparedness, other things equal, newly elected first-time provin-
cial governments that had committed to reform and that had a plan for
reaching their objectives (Saskatchewan and Alberta in the first half of
the 1990s) were more likely to achieve reforms than provinces that did
not (Ontario and Newfoundland and Labrador).

By contrast, the issues that made up the delivery and program content
grouping were influenced by whether a government was left-of-centre,
centre, or right-of-centre. The left/ right division was most evident in the
for-profit delivery issue (Romanow in Saskatchewan vs. Klein in Alberta
and Harris/Eves in Ontario). But it was reflected as well by differences
between the Saskatchewan (Calvert) and Alberta (Klein) governments on
whether to mandate surgeons to participate in a wait-list management
system (Calvert) or leave them the choice of participating in a voluntary
tracking system (Klein).

For left-of-centre social democratic governments, a common philosoph-
ic orientation was not associated with similar reform decisions (Romanow
and Rae governments). Right-of-centre conservative governments (Klein
and Harris/Eves governments) were more similar in their reform deci-
sions. There were, nonetheless, significant differences between them (e.g.,
needs-based funding was brought into force in Alberta and ignored in
Ontario). Conservative governments were also constrained by the power
of the medicare legacy.

The range of factors that caused items to reach the governmental agenda
in the delivery and program content grouping was broader than for the
governance and financial arrangements cluster: public opinion and civil
society groups supported reforms on wait times and prescription drugs,
and opposed for-profit delivery; elected government officials were instru-
mental in for-profit delivery reaching the governmental agenda in four of
the five provinces. Competing values were influential at the governmental
agenda stage (e.g., for profit-delivery) and even more so in policy choice
(e.g., the difference in policy choice between Alberta and Saskatchewan
on wait times). Knowledge was important in policy choice for wait times.

No political party or contestant for party leadership ran for office
committed to for-profit delivery. Even the parties that had a disposition
toward a greater role for the for-profit sector did not campaign on this
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issue. This made it difficult to claim a mandate from the people and
ultimately constrained the magnitude of the counter-consensus reform
that was achieved.

Finally, it was concluded that different reform issues displayed dif-
ferent intrinsic properties. Some reforms were characterized by a very
high measure of political sensitivity at all stages in the decision process
through to completion of the policy choice. Other issues became increas-
ingly technical as they moved through to the policy choice stage.

Chapter 12 will suggest some implications of this analysis. Before we
get there, however, two further steps are needed. One is to compare the
conclusions based on our methodology to alternative ways of assessing
the extent of reform. The other is to assess whether our results would be
altered by updating the analysis to 2011. These two steps are the subject
of chapters 10 and 11.

NoOTES

1. For example, the population of Ontario is about 150 times larger than that of
the smallest province, and the geographic expanse of Quebec is more than
10 times the size of the three Maritime provinces together.

For example, the United States, Russia, India, Brazil, and China.

3. Hospital beds also increased. But the number of beds per population in
Newfoundland and Labrador in the 1950s was comparable with the national
average, and therefore the increase was less rapid than physician growth
(Taylor 2009, 235).

4. This does not mean that health care was the priority for the NDP. In fact, much
of the NDP’s election campaign was focused on the maladministration of the
government. But the NDP was on record with commitments to undertake
substantial health reform.

5.  The Saskatchewan government'’s reliance on a voluntary approach did not
change during our study period. Fast-forwarding to the mid-2000s, despite
the NDP’s ability to secure re-election in 1995 and 1999 (under Romanow)
and 2003 (under Calvert), little progress occurred on the APP file under its
watch.

6. To the extent that the PQ of the 1994-2003 era under Parizeau, Bouchard,
and Landry can be thought of as a social democratic party, its reform record
was unlike that of the second and third Saskatchewan NDP governments
(1995-2003) led by Romanow and Calvert.

N



CHAPTER 10

VERIFYING THE RELIABILITY OF
RESEARCH RESULTS

HARVEY LAZAR AND JOHN CHURCH

This chapter has two purposes. First is to test the sensitivity of our results.
Did the choice of time period for study or the choice of issues bias the
results in any way? Second, are the results of the research and analysis
broadly consistent with existing literature or are they an outlier?

SENSITIVITY OF RESULTS

In this section we set out an alternative to the case study methodology for
answering the initial research question regarding the nature and extent of
reform. Second, within the case study methodology, we consider whether
the issues selected for study might have unintentionally biased the results.

Alternative Methodology: Comparing Reform in 1990-2003 to
Reform in Earlier Decades (1944-1989)

The discussion below compares the nature and extent of the 1990-2003
reforms to reforms in earlier periods in post-Second World War Canada.
To that end, we divided the years from 1944 to 1989 into four periods
(referred to as T1, T2, T3, and T4 for ease of exposition) and examined the
record of reform in each period with a focus on the macro-policy frame-
work and larger meso-level reforms. We then compared these findings
to our base case (1990-2003). As the circumstances of each period were
different, so too were the priorities for reform. How did the reforms in
each period compare with the priorities? To answer this question, it was
necessary to take a view about the priorities of each period. This we did
by examining statements by governments, actions by governments, and
public opinion. The exercise was part science and part art.
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The periods selected are similar (but not identical) to those used by
Malcolm Taylor in his book on the history of Canadian health insur-
ance (Taylor 2009).! The first period begins with events in Ottawa and
Saskatchewan in 1944 and ends with events between 1953 and 1955, before
the Canada-wide hospital insurance plan was adopted. In 1944, Ottawa
was preparing draft legislation (more than one model) for a national health
insurance system through interaction among federal political leaders,
federal public servants, researchers from academe, and representatives
of the Canadian Medical Association. That same year in Saskatchewan,
a general election brought the Co-operative Commonwealth Federation
(CCF) to office for the first time anywhere in Canada. During the cam-
paign, the CCF renewed its commitment to bring universal publicly
financed health care to Saskatchewan (it was on record before then as
favouring such a reform). In 1945, at the Dominion-Provincial Conference
on Reconstruction, Ottawa proposed a shared-cost system of universal
publicly financed health care. When the proposal did not garner suffi-
cient provincial support to move forward, the Saskatchewan government
acted swiftly and on its own, introducing legislation in March 1946. The
Saskatchewan government program of universal publicly financed hos-
pital insurance began in January 1947.

The second and third periods (T2 and T3) coincide with the introduction
of Canada-wide public hospital insurance (1953/1955-1961) and medical
insurance (1961-1971/72), respectively. The fourth period (T4) begins in
1972. By that time all jurisdictions had begun delivering medical services
in a manner consistent with the framework set out in the federal Medical
Care Act. With the national hospital and medical insurance systems up
and running, much of what the federal government had proposed in 1945
had been achieved. For Ottawa, the question was what should come next.
Early on in this period, the federal minister of national health and wel-
fare, Marc Lalonde, published A New Perspective on the Health of Canadians
(Lalonde 1974). The Lalonde report was received as a call for society to
recognize that much more than health care determined the health status
of the population. Less noticed, however, was that it also was an effort to
consult the public on what Ottawa’s role in health-related matters should
be going forward (Forest, forthcoming).

T4 marked the beginning of a quarter century of annual fiscal deficits in
Ottawa. At the beginning of T4, close to one-quarter of federal expendi-
tures involved the transfer of cash grants to the provinces. Two-thirds
of that amount involved matching grants (Bird 1979, 57). The more the
provinces spent, the more it cost Ottawa. This led Ottawa to sever the
link between its contributions for health care and provincial spending on
health-care services. Under the Established Programs Financing Act, 1977,
federal matching grants to the provinces were replaced by a combination
of block grants and a transfer of federal tax room to the provinces.
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This change in intergovernmental fiscal arrangements led to two chal-
lenges. First, in the 1980s, the growth rate in provincial revenues associ-
ated with Established Programs Financing (EPF)—tax points and cash
combined—did not keep pace with the growth rate in provincial health
expenditures. Since health care was the largest expenditure “envelope”
in all provinces and growing rapidly, provinces inevitably began a search
for ways to make health-care delivery more efficient. They also began to
consider the kinds of structural modifications that would improve health
services without adding to costs.

The second challenge was the growth in extra-billing by physicians and
to a lesser degree user charges by hospitals (facility fees). EPF did not
make clear what conditions Ottawa would require in exchange for the
new block transfers. Nor did it specify the manner in which the federal
authorities would enforce those conditions. This situation might have,
over time, impaired access to medical and hospital services and eroded
key principles of medicare. The result was the Canada Health Act.

The 19902003 base period studied began with the onset of recession
and a per capita freeze (more or less) on health-care spending by each
province. It ended with the Romanow and Kirby reports, both released in
2002, and the First Ministers” Health Accord reached in 2003. The priorities
of the base period have been analyzed in this book. But we have focused
on six issues only. It is clear that cost containment was a major priority
in the first part of this period. Other issues that could be considered as
priorities are discussed later in this chapter.

T1:1944 to 1953-1955

At the outset of T1, there were three overriding health policy objectives:
first, to make health insurance universally available, preferably through
a social insurance program or other mechanism that shifted the burden
of uncertain health costs from the level of individual or family to the
widest possible base (Dominion-Provincial Conference 1946, 84-95).
The second and linked priority was to build the supply side of health
services including for Canadians living in rural areas. There was an
expectation that demand for services would grow with the provision of
publicly funded insurance. A third priority was to improve the health
of the people of Canada (Dominion-Provincial Conference 1946, 85-95;
Taylor 2009; 5-6). For example, for infant mortality rates, the Dominion
Bureau of Statistics data ranked Canada 17th “among developed nations
in 1937” (cited in Taylor 2009, 5) and 21st in “maternal mortality” (cited
in Canadian Public Health Association 2012, 4.3). In 1941 the Dominion
Council of Health? observed that the “maternal mortality rate in Canada
is high, and when compared to other countries with a similar standard
of living, may be considered excessively so” (cited in Taylor 2009, 5).
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The Canadian Public Health Association (2012, 5.4) reported that during
the Second World War 40 to 50 percent (depending on the year) of new
recruits for military service were rejected because of poor health. Similar
priorities applied in T2 and T3.

The first priority required a wide measure of buy-in from provincial
governments. Above and beyond a general concern about revenues that
was shared by all provinces,® it was further recognized that to secure
the participation of the lower-income provinces in a national health
scheme, including the Maritimes (and Newfoundland after it entered
Confederation in 1949), it would be necessary politically to find a funding
formula for health insurance that would be affordable to the treasuries
of those provinces.

As events unfolded, the federal-provincial fiscal arrangements included
both a formal Equalization program (beginning in 1957 although the
differing needs of each province had been recognized in various ways
since the 1867 Constitution) and what the fiscal federalism experts of the
era sometimes referred to as “implicit equalization.” The latter involved
funding formulas under which the federal government paid for a higher
share of the health-care programs of lower-income provinces than the
more affluent ones. To achieve agreement in this complex intergovern-
mental bargaining process was in some sense a fourth priority for our
purposes. The process was led by first ministers and finance ministers
with assistance from health ministers.*

What was achieved in T1? At the provincial level, Saskatchewan
and British Columbia introduced universal publicly financed hospital
insurance programs. Newfoundland maintained the cottage hospital
program that had been available to persons living in rural and remote
areas (covering around 47 percent of the population of the province)
when it entered Confederation in 1949. Alberta implemented a program
of subsidies for its numerous municipally sponsored hospital insurance
plans. Second, across the country, due in part to National Health Grants,
there was an expansion of the supply side. For example, the number of
hospital beds grew from 109,000 in 1944 to 168,000 in 1955 (Dominion
Bureau of Statistics, “Rated Bed Capacity”). The population per nurse
ratio improved in parallel, dropping from 389 to 305 (Dominion Bureau
of Statistics, “Number of Physicians”). At the same time the population
per physician ratio was flat in part because public expenditure was con-
centrated on hospitals and other health infrastructure (ibid.). Whether
achieved or not, the Dominion’s 1945 commitments were a beacon of light.
Canadians did not forget. But there was no national program.

Third, the health status of Canadians improved. The available data do
not correspond precisely with T1. But from 1941 to 1956, the life expect-
ancy at birth rose from 67.6 to 72.7 years for females and from 63.0 to 66.3
years for males (Dominion Bureau of Statistics, “Life Expectancy”). While
this improvement was partly due to higher living standards, the continued
migration of Canadians from rural areas to urban centres, and new drugs,
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public policy also played a role. In 1948, the federal government began
making annual grants to provinces to combat certain illnesses (such as
tuberculosis, cancer, mental illness, and venereal disease), to help with
the treatment of children with disabilities (referred to then as “crippled”
children), and to fund training of public health personnel.

T2:1953-1955 to 1961

In T2, the priorities remained what they were in T1 except the insurance
focus was narrowed to hospital insurance. Advancing publicly funded
hospital insurance became more difficult to achieve by political changes
“on the ground.” Commercial insurance companies and private not-for-
profit insurance firms owned or supported by physician groups were
selling medical insurance policies in all provinces; these companies were
also selling hospital insurance in all of Canada, except in the two provinces
(Saskatchewan and British Columbia) with universal coverage (Taylor
2009, 170-73). This was a market these insurance companies were reluctant
to give up. The Canadian Medical Association and its provincial divisions
were also opposed, fearing that if pan-Canadian hospital insurance were
brought into force, Canada-wide medical insurance might soon follow
(Maioni 1998, 97; Taylor 2009, 189-92).°

Nonetheless, the achievements were large: broad federal-provincial
fiscal arrangements were settled through five-year agreements in 1952
and again in 1957.° Canada-wide, universal, publicly financed hospital
insurance was implemented. The details of the funding formula (which on
the whole favoured less affluent provinces) made participation attractive
to less wealthy provinces. The supply grew substantially. In short, “the
combination of hospital construction grants and voluntary insurance fol-
lowed by the universal hospital insurance program enabled Canada to
increase enormously its hospital resources” (Taylor 2009, 234-35).

Life expectancy at birth between 1956 and 1961 continued to grow
(Dominion Bureau of Statistics, “Life Expectancy”). Improved living
standards and the continued migration from country to city played a
role in this improvement. But so too did the attention of governments to
disease prevention and health promotion. Issues like food safety, potable
water quality, and air contaminants received enhanced attention as did
promotion of healthy diets.

T3:1961 to 1971-1972

The T3 priorities were to achieve Canada-wide medical insurance and
to increase the supply of physicians and other health professionals.
Saskatchewan led the way again. In 1961 it introduced its universal
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publicly financed medical insurance plan. Ottawa followed a few years
later with a Canada-wide plan. This priority was even more heavily con-
tested than hospital insurance. Unlike T2, there was strong opposition to a
federal government-led initiative from most provinces including the four
largest provinces. There was also a well-organized medical and insurance
lobby that strongly resisted the federal proposal. This lobby connected
with some of the provinces that were against the federal plan. Indeed,
the governments of Alberta, British Columba, and Ontario were ready
to proceed with medicare systems of their own based mainly on private
for-profit insurance (Maioni 1998, 131; Taylor 2009, 368). Quebec declared
it would have its own medical insurance program, which substantively
turned out to be consistent with the federal medicare law (Maioni 1998,
131; Taylor 2009, 365-66).

Yet the federal Medical Care Act was passed in 1966, and by the end of
T3 it was operating in all provinces and territories. By 1971 Canadians
had a system of publicly financed medical insurance coverage that was
universal and portable between provinces. The supply side had grown
as well. With federal government financial support through the Health
Resources Fund, four new medical schools were established and the 12
existing schools expanded or upgraded. The number of medical school
graduates increased from 881 in 1966 to 1,796 in 1983 (Taylor 2009, 418-19).
The population per physician dropped from 857 in 1961 to 659 in 1971.
For nurses the comparable numbers were 182 and 140. Life expectancy
continued to grow.

The T3 decade also saw an explosion of social programs aimed broadly
at improving social security (e.g., improving retirement and disability
pensions and widening the scope of unemployment insurance), enhan-
cing equality of opportunity (expanding post-secondary education and
skills development), and providing more and better support for those
mostin need (through social services and social assistance). Although not
presented to the public as motivated by a desire to improve population
health, these initiatives were consistent with health promotion.

T4:1972 to 1989

The priorities of T4 reflected collateral side effects of what had been
achieved in T1-T3 inclusive. Due to the costs associated with the health,
post-secondary education, and social programs created or expanded in
T2 and T3, public sector expenditures grew throughout T4. The rate of
economic growth fell (first stagflation, then recession followed by slow
growth) with adverse effects on federal and provincial government rev-
enues. Annual deficits became the “new normal,” first at the federal level
and then in the provinces. Public debt rose.

One knock-on result was Ottawa’s decision to download the risks of
greater than expected cost increases for publicly financed health care
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and post-secondary education to the provinces. In 1977, it replaced its
three matching grant programs with a new transfer program under the
Established Programs Financing Act. The new program had both cash and
tax components. Under these arrangements, the federal government
transferred cash to the provinces equal to roughly one-half of the amount
that would have been payable under the matching grants programs. This
new block transfer was to escalate thereafter at a rate of growth linked to
gross national product and not the rate of growth in health-care spend-
ing. The remainder of the federal contribution was paid for by federal
legislation that reduced Ottawa’s take from the income tax base. This
left room for provinces to increase their income tax revenues and fill the
gap without adding to taxpayer burden. This so-called tax transfer was
designed to cover the other half of what Ottawa had been paying to the
provinces under matching grants.

As events unfolded, the EPF transfer, including cash and tax compon-
ents, grew more slowly than the rate of increase in provincial health-care
programs. Due to ongoing budgetary pressures, during the 1980s Ottawa
cut its planned rate of increase in the cash transfer several times. At the
same time, income tax yields grew more slowly than had been anticipated
in 1977, reducing the value of the tax transfer. Ottawa’s “notional” share
of provincial health-care expenditures thus dropped. More of the financial
burden of health care was borne by provincial treasuries.

Whether EPF and its amendments are viewed as a major reform of
health care, de-linking Ottawa’s contribution from provincial health-
care spending, or as a major reform to public finances with downstream
implications for the affordability of provincial programs, provincial
budgets were squeezed. In some provinces, this squeeze contributed
to the introduction of user fees at point of delivery by some physicians.
The federal Liberal government objected. Controversy erupted leading
to venomous relations between some provincial medical associations /
provincial governments on the one side, and the federal government and
its many friends on the other. A solution was required. Politically, this was
the priority issue in Canada during T4. But economically and financially,
the priority was for provinces to make efficiency gains and undertake
structural reforms to help offset the fast-rising costs of the health-care
programs that they were funding.

With regard to user charges at point of delivery, arguably this priority
was met in that the Canada Health Act came to be accepted by provincial
governments, provincial medical associations, and the general public.
Had Ottawa chosen not to intervene, some provinces would have almost
certainly taken this as a signal that the principles that had applied prior
to EPF (i.e., under the Hospital Insurance and Diagnostic Services Act and
the Medical Care Act) were no longer a condition of Ottawa’s ongoing
EPF block transfer. Such provinces would have likely tolerated, if not en-
couraged, hospitals and physicians to charge user fees at point of service
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(Evans 2000, 893-96). Polling data indicate that a substantial majority of
Canadians were “satisfied” with way in which the federal government
handled health care during the second half of 1980s (Mendelsohn 2002,
34).

Governments were not successful in dealing with the second priority:
improving efficiency or making the kinds of structural changes that would
contain costs without impairing service. This observation is inferred not
by the rate of increase in provincial health-care spending in T4 (there was
no “right” number) but by the appointment of numerous commissions
and task forces through the second half of the 1980s and into the 1990s.
The terms of reference indicated that provincial governments were wor-
ried about cost control and that reform was needed in a number of areas
including primary care, physician remuneration, regionalization, hospital
funding, and hospital rationalization (annex 1; O’Fee 2002a). The failure
to contain cost growth would be seen in the retrenchment that began in
1991-92. T4 thus left a legacy of unsolved problems relating to the delivery
and cost of health care.

For Ottawa, the question was what should come after the creation of
countrywide hospital and medical insurance. One possible answer was
reflected in a “working document” released in 1974 by the federal minister
of national health and welfare, Marc Lalonde. The Lalonde report, A New
Perspective on the Health of Canadians, was received as a call for society to
recognize that much more than health care determined the health status
of the population. It was a way to consult the public on the federal gov-
ernment’s future role in health care (Forest, forthcoming). The report may
have influenced the way in which researchers and public servants thought
about issues of population health; however, policy decisions in the 1980s
suggested that, on the whole, the determinants of health philosophy was
not a major factor in policy reform agendas.

T1 to T3 had been mainly concerned with establishing universal,
Canada-wide, publicly financed health insurance and increasing the sup-
ply of health-care professionals and hospital beds. The success of those
years created many vested interests, including patients and their families;
organizations representing physicians, nurses, and other unionized health
workers; local dignitaries attached to hospitals in small towns as well as
big; political parties (that claimed political paternity for these achieve-
ments); and public servants who helped to manage the health systems.
As this book has underlined, the presence of these many interests, some
more than others, made reform politically difficult.

Base Case: 1990 to 2003

This brings us to the base case. What about the years from 1990 to 2003?
What were the priorities, and how were they addressed? The underlying
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objectives at the start of the period can be inferred from the first wave
of grey literature reports: cost containment, cost-effectiveness, and effi-
ciency (O’Fee 2002a). These objectives led to a focus on decentralization,
regionalization, and hospital rationalization. In other words, it was held
that “organizational change is facilitated first and foremost by structural
change” (ibid., 2). Moreover, throughout the 1990s not only did provincial
governments continue to appoint commissions and task forces, the federal
government appointed its National Forum on Health in 1994 and then a
Commission on the Future of Health Care in Canada in 2001. These actions
indicated that federal political leaders were also concerned with health
system performance. These second-wave reports focused on matters such
as governance, information systems, transparency, and accountability.

The priorities are somewhat ambiguous compared to the four previous
periods. Arguably, however, cost considerations came first at least in the
first half of the period. The Canadian Institute for Health Information used
the terms “retrenchment” and “disinvestment” to describe the years 1992
to 1996. Since demand for services continued to grow during these years, a
supply-demand gap opened up. Canadians began to experience difficulty
in accessing specialists and certain diagnostic services. Emergency rooms
became overcrowded even as the fiscal situation improved.

The 1995 federal budget, which included a very large reduction in cash
transfers to provinces, ensured that fiscal issues would also play a large
role in the second half of the period. The provincial governments gave
priority to “forcing” the federal government to restore transfers to the
levels they would have been without the 1995 federal budget.

As the 1990s unfolded, there were also proposals to extend the cover-
age of the Canada Health Act to prescription drugs and home care. The
prescription drug issue had become more salient with the arrival of
expensive new breakthrough drugs. Home care had grown in import-
ance because of increased reliance on ambulatory care and the aging of
the population. The argument for acting was strong. The Canada Health
Act was not amended, however. Premiers were generally uninterested
in such reforms unless and until federal cash transfers were restored.
In Ottawa, the Prime Minister’s Office and the Department of Finance
held sway, and they ceded ground on transfers too slowly for premiers
to make new commitments.

Perhaps the largest reforms of the period involved regionalization.
Regionalization, particularly because of how it altered provincial gov-
ernments’ core bargains with hospitals in some if not most provinces,
occurred more or less in parallel with retrenchment. It was hoped that the
regional structure would serve as a platform from which it would be pos-
sible to achieve efficiency and effectiveness gains. Some decision-makers
viewed regionalization as the key to many desired reforms—hospital
budgeting, hospital rationalization and better integration of services, and
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potentially primary care reform—that would help reduce the pressure
on provincial health budgets when retrenchment had passed. To one
degree or other, all provinces except Ontario decided to create regional
systems. At the beginning of the 1990s, Quebec had already had a system
of regional administration for close to two decades. Nonetheless, Quebec
made two major reforms to its system in 1991 and 2003.

Regionalization did facilitate reform of hospital budgeting in two of the
provinces we studied (Saskatchewan and Alberta). Hospital rationaliza-
tion preceded regionalization in Alberta and to a degree in Saskatchewan,
and was done independently of regionalization in Ontario. Primary care
reform was not significantly advanced in most provinces and was not cor-
related with regionalization. (Indeed Ontario, which did not regionalize
its services, accomplished more primary care reform than Saskatchewan,
which did regionalize.) Integration of services was talked about more
than done. Regionalization was, in many quarters, also intended to be an
exercise in democratization with regional boards at least partly elected
and, in some instances, with provider interests included. The democra-
tization aspect of regional boards was not a major component by the end
of the base case.

At the meso-policy level, there were some important achievements
that were linked in part to the social determinants of health perspective
such as federal-provincial child tax benefit agreements, and agreements
on early childhood development. Other achievements are better thought
of under the rubric of public health including the fix of the blood system
and the anti-smoking campaign. But the broader picture was less encour-
aging. In a paper prepared for a workshop on Intersectoral Action and
Health, Michael Rachlis wrote: “Health status is stagnating and some
of the determinants of health are deteriorating. Canada’s official infant
mortality rates have continued to decline but the rate of low birthweight
remains around 6 percent and the rate of premature birth has increased
by almost 10 percent in the past decade” (1999, 4). It was not a lack of
knowledge that led to these conditions. Only a few months before the
1995 federal budget, the federal/ provincial /territorial ministers of
health had released the report Strategies for Population Health: Investing
in the Health of Canadians, prepared by an advisory committee on public
health. The report stated,

A framework based on the broad determinants of health presented in this
papet, as the foundation for planning and action to improve population
health will significantly enhance our chances for success. The health sec-
tor cannot act alone, because most of the determinants of health fall partly
or wholly outside its purview. (Federal /Provincial/ Territorial Advisory
Committee 1994, 38)
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What was the relationship between the First Ministers” Meetings of
1999, 2000, 2003, and 2004 and the above reform agenda? In short, most
of the items were endorsed at these meetings. Actual reforms were slow
in coming, however, as the main agenda for provincial premiers was
restoration of transfers.

In 2003 the health-care share of provincial budgets was higher than it
had been in 1990. Regionalization was proving to be a “hit and miss” af-
fair in the sense that provinces appeared unable to decide how much real
authority to assign to regional bodies. Home care and pharmaceuticals
were still outside the coverage of the Canada Health Act. Concerns about
wait times for certain specialists and procedures had begun to attract
attention (in the form of methodological advances and data develop-
ment), but improvements on the ground were not noticeable. There was
no shortage of pilot projects for primary care reform. Yet, once again, real
change was barely noticeable. Public opinion was critical of performance.
In sum, relative to priorities, achievement was at best meagre. Table 10.1
summarizes the discussion of the five periods.

Whether one agrees with the details or not, it is hard to find a basis for
rating achievements in 19902003 as equal to any of the first three periods.
Less clearly, the achievements of T4 strike us as somewhat larger than the
base case although the difference was not great. What is of equal note is
that the societal consensus that determined the priorities of T1-T3 was less
firm in the latter two periods. This may be a variation of the idea that, for
some issues or items, it is easier to start from scratch than reconstruct the
building while operating it. The accomplishments of T1 through T3 had
created vested interests that were reluctant to open up the arrangements
from which they benefited.

In sum, there were many calls for substantial reform from 1990 to 2003
at the macro-policy and higher meso-policy levels. Some reforms, of
course, did occur. In the governance domain, most provinces regional-
ized services although they shied away from including medical budgets
in this reform. In the delivery sphere there was hospital rationalization
and integration, and the displacement of some expensive acute care
services by less expensive ambulatory care. While these were important
achievements, the macro-policy framework remained unchanged. The
incentive structure for physicians was largely intact. Two of the provinces
we studied reformed hospital funding substantially, but three did not.
Calls for reforms at the meso-policy level were acknowledged but, apart
from a few exceptions, changes were incremental and slow, especially
in the funding sphere. “Incremental and slow” is not a bad thing when
a health-care system is firing on all cylinders. That was not the case in
Canada between 1990 and 2003.
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Reconsidering the Case Selection

The aspect of the methodology considered here is the choice of issues
for study. Chapter 2 set out our method for selecting cases relying on a
decomposition of health-care policy reform into four domains (Lavis et
al. 2002). We refined this methodology into a comprehensive taxonomy
that serves as a one-stop shop for research evidence about health systems
(www.healthsystemsevidence.org).

The specific question posed here is whether, with the benefit of hind-
sight, any of the six cases selected have somehow turned out to be inappro-
priate, perhaps by being too small in the context of the overall health-care
reform issue, insufficiently representative of the reform challenges, or not
readily researchable. Is there an inadvertent bias in our case selection that
has led to either an overstatement or an understatement of the extent of
reform or its direction? It will be recalled (chapter 2) that before making
the choices, we consulted with 10 key informants—two from each of the
five provinces—with one being a senior government official and one a
member of the research community.

With regard to the governance domain, regionalization was our choice.
The first wave of provincial grey literature reports focused on region-
alization more than any other single governance issue (O’Fee 2002a).
Regionalization was also the biggest governance issue on provincial
agendas, at least in the first half of the 1990s. In some provinces, region-
alization was seen as a precondition to the reform of hospital funding and
improvements in health services. For these reasons, it seemed an obvious
choice and a fundamental challenge to the core bargain with hospitals
in some provinces.

In the second half of the 1990s, in the aftermath of the unilateral federal
government cuts in cash transfers to the provinces associated with the
introduction of the Canada Health and Social Transfer (CHST), provincial
priorities changed. The rules of the game concerning the interpretation
and enforcement of the Canada Health Act, and the link between the CHA
and the CHST, became an overriding concern of provincial premiers,
finance ministers, and health ministers (Conference of Provincial/
Territorial Ministers of Health 1997, 9). Thus the governance of the CHA/
CHST—who gets to make decisions about what health-care services are
publicly insured, and under what terms—might have been an alternative
to regionalization as our case study (although that would have entailed
intergovernmental governance). Had the CHA/CHST been substituted
for the regionalization case, the result would have entailed less reform:
during our study period, the provinces made only minor inroads on this
issue in their negotiations with Ottawa.

Needs-based funding and alternative payment plans (APPs) were
the two cases selected in the financial arrangements domain. Hospitals
were the largest recipients of provincial health-care funding throughout
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the 1990-2003 era. Physicians were the second-largest recipients in 1990
and remained so until 1997 when provincial spending on drugs eclipsed
spending on doctors. For the remainder of the period, physicians were
the third-largest recipients. Given the slow progress on financial reform,
the grey literature through to the Kirby and Romanow reports continued
to highlight the necessity of altering the incentive structure for hospital
funding. As for physician compensation, APP was not only an import-
ant issue in its own right, but generally was seen as a precondition to
implementing primary care reform. These case choices thus remain as
suitable selections. But had pharmaceutical financing been chosen, the
results would not have been more reform.

Wait-times management and for-profit delivery were selected as the
case studies in the delivery domain. Wait times was a way of focusing
on issues of accessibility. By the second half of the period, the wait-times
issue was in the process of becoming perhaps the largest single challenge
to the delivery system. This was reflected in the September 2000 First
Ministers” “Action Plan for Health Delivery,” which stressed that “both
the timely access to and quality of health services” were “the highest pri-
ority to Canadians” (Canadian Intergovernmental Conference Secretariat
2000, 2). This priority was reaffirmed in the 2003 and 2004 First Ministers’
Accords (First Ministers” Meeting 2003, 2004).

To achieve a fair sample of reform issues, it was appropriate to assess
how effective strongly market-oriented governments were in advancing
their reform agendas. For-profit delivery was a way of capturing this
alternative paradigm.

Both issues grew in relative importance over the period covered, but
with limited to moderate effects only. There were certainly other sub-
stantive cases that might have been selected in their stead. An argument
can be made, for example, that had the project included a case focused
exclusively on hospital rationalization (which was linked to regionaliza-
tion), the result might have increased the amount of reform since Ontario’s
rationalization of hospitals was carried out without regionalizing services.
Asecond alternative would have been to develop a case around electronic
health records. This too was potentially a large delivery issue, but one
characterized by little progress despite significant public investment.
A 2009 Commonwealth Fund International Survey of 11 industrialized
countries showed that Canada ranked last, and by a large margin, in terms
of “health information practice capacity” (cited in CMA 2010, 23). Had
it been selected, the result in all probability would have decreased the
overall amount of reform in our sample. In short, in the delivery category
there were other possible cases of similar magnitude but not obviously
more representative than the ones selected.

As for the program content domain, there were two major proposals for
enhanced universal insurance coverage during the period: prescription
drugs and home care. The drug case was the larger of the two in terms
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of potential cost and the one where more progress was made. Had home
care been selected, the result likely would have shown less reform.

In sum, the cases selected were large in their own right, covering a
substantial proportion of the health-care reform agenda. Some were also
preconditions to other reforms. The cases were reasonably representative
of the challenges in health-care reform.

RELATING REsEarRcH Resurts To PusLic Poricy aAND HEALTH
LITERATURE

This section first considers our research results relative to the Kingdon
framework. To what extent did the framework help us to illuminate the
decision process? Kingdon developed his framework on the basis of case
studies of decision-making in two sectors, one of which was health care.
How did our results on health-care reform in Canada compare to his
findings in the United States? Next, we discuss our findings relative to
the wider public policy and health policy literature.

Kingdon’s Framework

A decision to root an empirical research project in one or more theories or
models of decision-making is made with the expectation that applying the
theory will illuminate and clarify what are often very complex processes.
The research for this book takes into account many schools of thought,
but we relied mainly on two theories in structuring the research program.
One was John Kingdon’s “agenda-setting” model. We hoped it would
help us understand the early and middle phases of the decision process.

Kingdon'’s (2003) book rests on an empirical base that included 23 case
studies in two broad areas of public policy—health care and transporta-
tion—in the United States. The fact that Kingdon had tested his ideas
about agenda-setting in the health-care sphere added to our interest in
his theory. Nonetheless, there were important differences between his
purposes and the work that underpins this book. Kingdon used questions
about health care and transport to shed light on the decision process in
general. His goal was to observe policy change on a wide enough range of
issues to be able to offer hypotheses about decision-making in the United
States, especially during the agenda-setting phase. In the preface to the
second edition of Agendas, Alternatives and Public Policies, Kingdon wrote
that he had become “convinced that scholars had learned quite a bit about
such authoritative decisions in government as legislators’ roll call votes
and presidents’ final decisions,” but much less about how issues “got to
be issues in the first place” (2003, xvii). He studied two policy areas to
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“insure that generalizations about policy processes would not be due to
idiosyncrasies of one case or policy area” (231).

In contrast, our purpose was specific to health-care policy and why
it was so hard to reform this sector despite widespread calls for such
reforms. We wondered whether there were idiosyncrasies in Canadian
health care, and how substantial they might be in shaping the record
of reform. In effect, we were testing the applicability of Kingdon’s in-
sights to a different jurisdiction. We found that much of what Kingdon
wrote did in fact have application for our purposes. However, we set
out below some further differences and similarities between the two
research projects, and their results, so that readers can form their own
assessments.

In addition to different purposes, there are other differences worth not-
ing. Kingdon’s major project was carried out in the 1970s in the United
States and focused on issues that were current then. Ours was carried out
in the mid-2000s in Canada and investigated decisions that had already
been taken. His work had all the benefits of observation in real time.
Ours had the benefit of some historical perspective. Since Kingdon was
most interested in what made an issue, his focus on current activity or
inactivity made considerable sense. Since our purpose was to account
for policy outcomes, it followed that we could do our work only after
decisions had been taken or had failed to reach the governmental agenda
within our period of study.

Kingdon was interested in decision-making at the federal level. We
did not seek to exclude the federal authority in Canada but, as things
turned out, health-care reform in the years we studied involved mainly
provincial governments. In effect, we tested the explanatory value of his
theory in five provincial jurisdictions.

Perhaps the biggest difference between the two projects was the in-
stitutional setting. Due to the fusion of decision-making processes in
the Canadian Westminster model—that is, the integration of executive
and legislative powers—and the strong discipline in Canadian political
parties, decision-making in Canada was highly integrated. This was
true for decision-making in both the federal and the provincial orders
of government. Researchers in Canada can learn much about a decision
if they find the “right” person to interview, as that person might well
know most of the history of the issue from its earliest stages through to
the policy choice stage. And that interviewee will often be able to point
to the few other people who can fill in the blanks. This is less true in the
United States since the executive and legislature are separate. Adding
to the difference is the bicameral nature of the legislature in the United
States with substantive power found in both the House of Representatives
and the Senate. Provincial legislatures in Canada are unicameral, and the
Canadian Parliament has a weak upper house.
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One difference in our results relative to Kingdon'’s project is in the role
of the policy entrepreneur. Kingdon reported that in “our 23 case studies,
we coded entrepreneurs as very or somewhat important in 15, and found
them unimportant in only three” (180). In our 30 case studies, the role of
policy entrepreneurs was cited in eight cases and only two of these were
major influences. While the difference may be research-related, it is also
plausible that there is a greater need for policy entrepreneurs in the more
fragmented American system of government than is the case in Canada,
where the executive usually has a majority in the legislature.

All these institutional factors suggest that decision-making in Canada
should be more researcher-friendly. But it was not, mainly because
governance in the United States is more transparent than in Canada.
Members of Congress may talk publicly about an issue long before it
hits the administration’s radar screen. The frequent use of congressional
committee hearings may help the researcher to follow the pathway of an
issue. Relatively weak caucus discipline in the United States reinforces
the transparency, because legislators are not breaching the “rules of the
game” if they take a public stand that does not jibe with the majority in
their caucus. These processes are more publicly visible in the American
system than in the Canadian system.

Yet there were also strong similarities between the two research projects.
For example, Kingdon focused on proposals to encourage health mainten-
ance organizations as a way of increasing competition and controlling
health-care costs. Our project studied proposals to encourage for-profit
delivery for similar reasons. Kingdon analyzed proposals to expand
Medicare and Medicaid insurance coverage, while we studied decisions
to extend publicly financed insurance for prescription pharmaceuticals.
Kingdon was interested in economic regulation of various modes of
transport from the perspective of the user or consumer. Our interest in
wait times and in regional and hospital funding had both a consumer
(patient) and fairness perspective.

On the role of interest groups, Kingdon wrote,

Actually, much interest group activity in these processes consists not of posi-
tive promotion, but rather of negative blocking.... Interest groups often seek
to preserve prerogatives and benefits they currently are enjoying, blocking
initiatives that they believe would reduce those benefits.... While it is not
possible to estimate quantitatively..., it is clear that a substantial portion of
interest group effort is devoted to negative, blocking activities. (2003, 49)

We report in almost identical terms in chapters 8 and 9.

Kingdon distinguished between “predictable windows” and “un-
predictable windows” for reform. Predictable windows, he wrote, can be
linked to the budget cycle, statutory requirements (such as requirements
for periodic legislative review or sunset provisions), and election cycles.
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On the election cycle he observed that “basically, a window opens because
of change in the political stream (e.g., a change of administration, a shift
in the partisan or ideological distribution of seats in Congress)” (2003,
186). Our research found that a change in government/leader that had
committed to reform in the election campaign or leadership contest and
that acted swiftly on its commitment once in office constituted one of two
key factors that led to large reforms.

With respect to “unpredictable windows,” Kingdon (2003, 187-90)
observed that the problem, policy, and political streams usually run in
parallel with one another. But occasionally random events bring these
streams together. While they flow together, there is an opportunity for
policy reform (the open window). This opportunity is generally short
lived, however, and for reform to occur the policy stream must have a
solution that fits the problem and politics. Kingdon observed that crisis
can play a role in opening a window. This paralleled our findings on the
role of fiscal crises linked to recession. Political change sets the broad
direction for policy change, but it is rare, in Kingdon's research (or it was
rare until he updated his book), for the new administration to have con-
crete ideas on which it is ready to act. In Kingdon’s model, this is where
the policy stream comes into play. Similarly, in six of the seven largest
Canadian reforms identified in Table 8.1, the policy community supplied
all or much of the policy design.

Kingdon's research was first made public a quarter century prior
to Barak Obama’s becoming the president of the United States. Under
Obama’s leadership, Congress passed legislation that involved the first
large reform in health care in decades. This led Kingdon to update his
book to ascertain whether his framework could account for Obama’s
success. The update is in the form of an epilogue. In it Kingdon examines
the factors that enabled President Obama to achieve health-care reform
where President Clinton had failed during his years in office (2010, 231-47).
Kingdon reminds readers about the sheer complexity of the health-care
system and the numerous veto points within it that make reform inher-
ently difficult. What, then, made the difference for Obama?

Kingdon begins his epilogue by focusing on the “problem stream”
that not only contributed to putting health care on the governmental
agenda but also helped move it swiftly to a decision. The growing cost
of health care, and to a lesser extent the gaps in insurance coverage, were
the well-known basic problems. They had been present in the Clinton era
but had worsened since then. Second, the “greatest recession since the
Great Depression of the 1930s ... threw into sharp relief the downside of
employer-based health.... If one were to lose one’s job, not only did one
lose the income and status of employment, but one also lost the health in-
surance for both the employee and his or her family” (2010, 234). Kingdon
cites White House chief of staff Rahm Emmanuel that “you never want
a serious crisis to go to waste” (235). The Clinton years did not “benefit”
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(our word) from such a crisis. Third, the ongoing process of globalization
was creating a problem for American firms in trade-sensitive industries.
Firms that were sponsoring or contributing to employee health insurance
were increasingly at a disadvantage in competition with foreign firms that
did not bear the financial burden of contributing to the health insurance
of their employees. This situation was not new but had worsened since
Clinton had occupied the White House. It meant that some business
leaders were prepared to rethink their self-interest.

The “policy streams” affecting the two administrations were also differ-
ent. Kingdon (2010, 238) observes that there was “disarray among health
policy specialists before President Clinton took office.” In contrast, when
Obama took office in January 2009, “most of the prominent advocates had
settled on one basic approach.... The current system of private insurance
would be left in place, as would the current government programs and
employer-based insurance policies” (ibid.). The centrepiece of the ap-
proach is the “individual mandate” under which individuals are required
to obtain health insurance privately to the extent that they are not covered
to a minimum standard under a public plan.

As for the “political stream,” there were similarities in the situations that
faced the Obama and Clinton administrations (Democrats in the White
House and Democrat majorities in both houses of Congress) as well as
differences (“the filibuster-free majority of sixty in the Senate” enjoyed
by Obama). Importantly, the Obama administration and its allies were
“keenly aware” that the reform window would not stay open for long,
and they acted accordingly. In sum, Obama had run for office commit-
ted to reform, was organized to take advantage of the consensus within
the policy community, and acted swiftly on it. Members of the Obama
administration were able to meet and negotiate with interests that had
opposed reform in the past because they knew their basic direction. This
had not been the case under Clinton.

Although on a different scale, the Obama-Clinton comparison is
qualitatively similar to the cross-province comparison between premiers
Romanow and Rae (chapter 9). Presidents Obama and Clinton were
members of the same political party and shared a roughly comparable
centre to centre-left worldview. Premiers Romanow and Rae also shared a
common worldview, and one that was similar in the Canadian context to
the Obama and Clinton stance in the American context. Neither Rae nor
Clinton achieved substantial reform. Rae’s party had not committed to
health reform, so that outcome was not a surprise. Clinton had committed
to reform but had not prepared for it. He did not have a clear vision of
his destination and an effective strategy to overcome his opposition, or at
least to negotiate a compromise that was a stepping stone to something
larger. His outcome was roughly comparable to Rae’s (meagre) achieve-
ments (at least in respect of our six issues). Political commitment was
a necessary ingredient for reform but not a sufficient one. Both Obama
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and Romanow were politically committed to reform. Both were prepared
from a policy perspective—not the details but the fundamentals. Both
were organized to act immediately on taking office, and did so. Neither,
it must be added, secured all of what they originally intended. Of course
there were differences: Romanow acted a quarter century earlier than
Obama. The institutional settings—the Westminster system relative to
separation of powers in the presidential system—were large. The pol-
itical opposition was weak in Saskatchewan but fierce in Washington.
What is noteworthy about the Obama-Romanow comparison is that the
commonality of the factors that bred success outweighed the differences
between the two cases.

In a nutshell, the Kingdon framework proved illuminating in a
Canadian setting as well as in the United States. Put more generally, these
comparisons point to the convergence of the three streams—problems,
policies, and politics—in both countries. The integration of executive
and legislature in the Westminster system and the usual four-year life of
Canadian legislative bodies may enable more frequent and longer last-
ing open windows in Canada than in the United States. The Canadian
system of government does not require general elections every second
year as does the House of Representatives in the United States (so political
honeymoons may last longer in Canada). There may even be more policy
capacity (of a certain kind) within government ministries in Canada be-
cause the top levels of the public service usually do not change whenever
a government changes as is the case in Washington. Probably the public
service in Canada, relative to its US counterparts, is better informed about
the mix of policies that represent the status quo and what kinds of nips
and tucks are needed to make it better. Experience teaches Canadian of-
ficials that big reforms are not necessarily better, and are very difficult to
make happen. In the United States, changes of administration do bring
new ideas because the new team is not wedded to what is. They are the
winds of change, yet that they rarely succeed is also part of the legacy.

The more salient message is that despite big differences in institutions
and big differences in political culture, until “Obamacare” the records of
reform in the two countries were not vastly different. The last major reform
in Canada was in the 1960s in favour of universal health care; at about the
same time, Lyndon Johnson presided over the creation of Medicare and
Medicaid. These reforms marked a parting “at the crossroads,” to borrow
Maioni’s (1998) evocative phrase. The roads have diverged, but achiev-
ing reform of any magnitude in either country remains a huge challenge.

Comparing Our Results to Those of Other Researchers

In this subsection, we compare our conclusion of meagre reform with
the conclusions of other researchers. We then compare our explanations
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for the reform outcomes as set out in chapters 8 and 9 with what other
researchers have found on this question.

On the Extent of Reform

The literature on the extent of reform from 1990 to 2003 is limited.
Researchers apparently took for granted that little reform had occurred;
possibly they looked at the action and lack of action at the Canada-wide
level and concluded that there was little need to explain the obvious. In
the discussion here, we begin with the literature that deals with reform
at the Canada-wide level. Next, we consider what other researchers have
had to say about the extent of reform on the six issues we studied.

At the Canada-wide level, reform of the Canada Health Act was not on
the agenda of the Mulroney Conservative government nor seemingly
was any other aspect of health-care policy.” In a letter to provincial min-
isters of health, the federal minister of health Jake Epp (1985) committed
to “honour and respect provincial jurisdiction and authority in matters
pertaining to health and the provision of health-care services.”®

The rhetoric of the Chrétien Liberals (1993-2003) was much different
from that of the Tories, and so was the federal/provincial / territorial
dynamic. Yet when all was said and done—notwithstanding the work of
the National Forum on Health, the Social Union Framework Agreement,
and the apparent agreements among governments at the First Ministers’
Conferences in 1999, 2000, and 2003 (the latter two involving health agree-
ments, whether called “accords” or not)—policy reforms at the Canada-
wide level were few and of modest consequence. Commitments entered
into by provinces and territories with the federal government were neither
legally binding nor for the most part politically enforceable.

What, then, did researchers have to say about the extent of reform?
Carolyn Tuohy noted Canada’s resilience to health policy change (1999,
89-90):

In the three decades after the establishments of the federal Medicare
programme (which was fully in place by 1971), the Canadian health care
system showed a remarkable structural and institutional stability. No major
policy change on the order of the NHS internal markets reform occurred,
nor was there even an unsuccessful attempt at major change as occurred in
the United States.’

Tuohy’s comparators were the United Kingdom and the United States.
Other researchers have come to similar conclusions but took the dearth
of reform as evidence of rigidity, not stability (Evans 2000, 889; Pink and
Leatt 2003, 1-2). In arguing the case for a renewal of national health goals
and objectives, Duane Adams observed that the “difficulty inherent in
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achieving intergovernmental consensus seems to be so great that principal
stakeholders are at times unwilling to modernize, amend, or update an
intergovernmental agreement for fear of unraveling the original consensus
that formed the ‘national’ foundation for the programme” (2001a, 60).
Adams had been deputy minister in the early Romanow years and brought
the perspective of an insider. With some reason, he saw national health
policy “as a pawn on a much larger federal/provincial / territorial ...
game board” (2001b, 271). Redden (2002, 69-70) used the word “stasis” to
describe health care in Canada. Stasis, she argued, was made up of three
factors: federal-provincial deadlock, resistance to delisting, and stability
in the face of evidence of the need for change.

At the subsector/issue level, regionalization was where we found the
most reform. Indeed, in the early 1990s, four of the five provinces we
studied undertook reforms on this issue—qualifying as “significant”
in Alberta and Saskatchewan, and “moderate” in Newfoundland and
Labrador. Quebec furthered its regional system of governance in 1991 and
then reversed some of those decisions in 2003. The “net” result in Quebec
was a limited counter-consensus reform. Among the provinces we studied,
there was less reform on needs-based funding than on regionalization
and less still on the alternative payment plans (APP) issue.

As for the literature on regionalization, Naylor (1999) wrote favourably
that nine provinces and one northern territory had moved toward some
form of regionalized governance of health care during the 1990s, and he
saw hospital rationalization as one positive linked outcome. He lamented
the fact that “two provinces have created regional boards but have not
actually devolved budgets to them” (14). Two years later, Steven Lewis
and colleagues argued (Lewis et al. 2001, 929),

With the introduction of regionalization, the 1990s saw dramatic organ-
izational changes in health services, but the main elements of the reforms
recommended in a series of extensive reviews in the 1980s have yet to be
adopted. Fee-for-service remains the dominant payment method for doctors,
despite widespread and longstanding recognition of its perverse incentives.

These authors reached the conclusion that considerable reform was
achieved on the issue of regionalization, as does this book. Their worry
was that it was not generating the reform results that had been expected.
Population needs-based funding was implemented to a significant
degree in Saskatchewan and Alberta once the provincial governments
had their regional authorities in place. A smaller reform (in the sense of
covering a small part of hospital budgets) was introduced in Quebec.
Within the health policy research literature, how hospitals were funded,
as opposed to how they should be funded, was not controversial (Federal /
Provincial / Territorial Advisory Committee on Health Services 1995).
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On APP, and primary health-care reform more generally, other
researchers agree that reform was slow in coming. Hutchison and co-
authors set out their conclusions on primary care reform in the title of their
paper, “Primary Care in Canada: So Much Innovation, So Little Change”
(Hutchison, Abelson, and Lavis 2001). Their take was: “Despite their
wide variety and substantial numbers, innovations in the organization,
funding, and delivery of primary care in Canada have been at the margins
of primary care rather than at its core” (122).

For-profit delivery was the only one of our six issues that examined a
reform proposal that was not consistent with the consensus of the grey
literature. Our research showed two cases of moderate counter-consensus
reform (Alberta under Klein and Ontario under Harris/Eves), two cases
of no reform (Quebec and Newfoundland), and one significant reform,
Saskatchewan (remembering that “reform” in this context means sup-
porting the grey literature opposition to for-profit delivery). What is
particularly noteworthy is that the premiers of Alberta and Ontario,
despite their personal commitment and effort, were not able to achieve
significant counter-consensus reforms.

As for wait times, the research community agreed on the need for
substantial reform. By the early 2000s, there was a veritable “industry” of
individuals and organizations doing research on wait times and wait-list
management. Much of what the country’s leading researchers on health
policy thought about these issues was captured at a colloquium, The
Taming of the Queue, held in 2004.1° Over 80 participants discussed what
“needs to happen next in Canada to move towards better measurement,
monitoring and management of wait times” (Canadian Policy Research
Networks 2004). Participants were surveyed about the seriousness of
the wait-times issue, and 55 percent agreed that “there is excessive
wait times for many treatments and services across all jurisdictions”
(ibid., Appendix C). When asked whether “access to timely services has
worsened, improved, or stayed about the same over the past few years,”
55 percent thought it had worsened, 5 percent thought it had improved,
and the rest either did not know or thought it had remained the same.
In 1999, Naylor wrote that “waiting lists for many procedures remain
lengthy and inconsistently managed.... The true extent of under-servicing
and implicit rationing is still unknown, in part because systematic audits
have not been carried out” (22).

On prescription drug coverage, our cross-provincial analysis mirrored
the perception of other researchers that equity was lacking. We found one
case of limited counter-consensus reform (Saskatchewan), one of no re-
form (Newfoundland and Labrador), one of limited reform (Alberta), one
of moderate reform (Ontario), and one of comprehensive reform (Quebec).
Demers and colleagues “found that eligibility criteria and cost-sharing
details of the publicly funded prescription drug plans differed markedly
across Canada, as did the personal financial burden due to prescription
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drug costs” (Demers et al. 2008, 405). Taking account of both publicly
and privately financed drug insurance plans, 96 percent of Canadians
had some coverage (Kapur and Basu 2005, 181-93). Eighty-four percent
of the population had “conventional” (i.e., non-catastrophic) coverage; in
three provinces, conventional coverage was in the 67-69 percent range.
Quebec alone had universal coverage (ibid.).

In sum, the basic conclusion of meagre reform during the 1990-2003
period is consistent with literature at both the overarching and the
sectoral /issue levels.

On the Factors That Account for Reform Performance

We have accounted for these meagre reforms in chapters 8 and 9. How do
our explanations for the paucity of reform compare with the explanations
put forward by other researchers who have studied these issues? In
answering this question we begin by referring to the general literature
on public policy, then very briefly on health policy in other countries and
comparative health policy, and finally on Canadian health policy.

The literature on public policy places considerable emphasis on the
role of political institutions (one of the three I's) and the way they evolve.
The argument is that previously enacted public policies structure the be-
haviour of policy actors, creating constraints and opportunities for policy
change. In focusing on the politics of welfare states, for example, Paul
Pierson (2000) noted that postwar social welfare programs had created
powerful vested interests (another of the I's). Once created, and given time
to sink roots, these actors had the resources to punish political leaders
who threatened the structural arrangements from which they benefited.
In reviewing the literature on policy-making, Howlett and Ramesh (2003,
217) note that “path dependency” describes “the situation whereby once
a system’s trajectory is in place, it tends to perpetuate itself by limiting
the range of choices or the ability of forces both outside ... and inside ...
the system to alter that trajectory.” When policy change is called for, and
happens, the change is almost always incremental and within the frame-
work of the existing model.

Decisions to protect the existing framework—the status quo—or
modify it at the margin are not, however, neutral. Some existing interests
benefit more than others. Decades ago Bachrach and Baratz (1970, 44)
referred to such decisions as a “mobilization of bias, [which is] a set of
predominant values, beliefs, rituals and institutional procedures (rules
of the game) that operate systematically and consistently” to the benefit
of certain interests. In a similar vein, Sabatier (1988) noted that via a set
of reinforcing ideas (the third “I”) and institutions, certain interests were
privileged over others through a symbiotic relationship with government.
Relative stability within the policy community was maintained unless
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some external shock, such as a major change in socioeconomic conditions
or an entirely new technology, arose to alter “the causal assumptions of
present policies” (Sabatier 1988, 131). These “policy regimes” are seen by
scholars as an attempt “to capture how policy institutions, actors, and
ideas tend to congeal into relatively long-term, institutionalized patterns
of interaction that combine to keep public policy contents and processes
more or less constant over time” (Howlett, Ramesh, and Perl 2009, 86).
These regimes limited the opportunities for significant reforms to occur
because of the path dependency and policy legacies that were created
(Doern 1998; Pierson 2000).

With respect to the literature on health care, American scholars pointed
to the central power position of physician interests in shaping health-care
policy in the United States (Alford 1975; Mechanic 1991). They observed
that health policy was determined through an ongoing process of negotia-
tion among major governments, medical interests, and non-medical inter-
ests. Alford suggested that the interests of some groups such as organized
medicine and the pharmaceutical industry were “dominant” in the health
field, although he wrote before the growth of managed care in the United
States and the ascension of private insurers. In comparing European juris-
dictions, Freddi and Bjorkman (1989) concluded that the close and formal
relationship between organized medicine and governments embedded
and enhanced the power of physicians. Bluntly, physician interests were
more likely to co-op governments than the other way around.

As identified by a number of Canadian scholars, some examining health
care in Canada through a comparative lens (Maioni 1998; Tuohy 1999) and
others through a mainly Canadian prism (Lavis 2004; Naylor 1986; Taylor
2009), past policies in Canada created core bargains between provincial
governments and medical associations. These legacies served to reinforce
and institutionalize the central power position of medical associations.
For example, the case studies of alternative payment plans undertaken
for this book found that over time provincial medical associations and
provincial governments were developing increasingly closer and more
formalized governance relations through joint-management committees.

Naylor (1986), Lomas and Barer (1986), Tuohy (1988), and Lavis (2004)
observed that organized medicine in Canada has been successful in
protecting its core clinical and economic interests as defined through the
core bargain between provincial governments and provincial medical as-
sociations and medical unions. Lavis added that medical associations did
not always have to demand something in order to get what they wanted:
“Reform proposals may never make it past the consideration stage because
provincial officials anticipate opposition from political elites ... and do
not feel they have the necessary political resources to take on this op-
position” (2004, 270). At the same time, medical associations used their
considerable resources to protect and enhance the private delivery aspect



Verifying the Reliability of Research Results 279

of their core bargains with provincial governments and what they saw
as its corollary—the right to fee-for-service.

In their study of health reform in Quebec, Contandriopoulos and
Brousselle (2010, 6) noted that “the unimplemented elements were al-
ways those that entailed significant transformations for powerful interest
groups (i.e., doctors, hospital associations, teaching hospitals and faculties
of medicine). On the other hand, the implemented elements were mostly
modifications to the system’s administration.”

Medical associations were not the only voices that were heard. Both
Maioni (1998, 173) and Tuohy (1999, 102) noted that once medicare bene-
fits were created, the Canadian public became very attached to them.
For some, medicare was the stuff of Canada’s DNA. Governments, both
federal and provincial, were reluctant to be seen as taking any action that
would leave them vulnerable to the charge of being an enemy of medicare.
Lavis (2004) observed that the federal government drew on its financial
and political resources to create and entrench the public payment side
of the core bargain. He suggested that provinces were loath to challenge
it because, for the most part, they believed that public opinion would be
on Ottawa’s side. We return to this important theme in chapter 12.

Where do our findings fit with the literature discussed above? First,
like other researchers, we have found government reform agendas to
be incremental. No government approached health care in a way that
might be described as a “big bang.” Second, the largest of the reforms
found in our 30 cases had their origins outside the heath sector, driven
by newly elected governments with commitment to reform and helped
by fiscal crises that could be used to provide cover for such reform. By
the same token, we found insider interests generally opposed to reforms
that touched their interests.

Third, on the influence of medical associations, our findings are
broadly similar to the results of other researchers. Only one of the seven
cases assessed as “significant” or higher involved physician interests
(Saskatchewan wait times), and it was developed with physician experts
playing a lead role. We found that medical associations were the most
influential when reform proposals that affected the interests of their
members reached or were about to reach the governmental agenda. On
such issues, medical associations were able to shape the nature and pace
of reform. Their influence on such matters far exceeded that of associa-
tions representing other health-care professionals such as nurses. It also
outstripped organizations representing hospital interests. (We did not
do sulfficient cases to express views on the influence of pharmaceutical
producers and distributors.)

Fourth, we noted that public opinion and civil society advocacy groups
were also very protective of the medicare legacy. We described formal
coalitions at both the Canada-wide and provincial levels dedicated to that
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very purpose. Although their views were barely perceptible on govern-
ance and financial issues, public opinion and civil society groups carried
considerable weight on policy reform issues within the delivery and
policy content domains. They were more influential in protecting existing
arrangements within these policy domains, however, than in extending
them. In general, public opinion and civil society groups vigorously op-
posed any opening up of the medicare legacy unless it was to extend its
scope. For example, Tuohy (1999, 114) argued that public opinion was
neither a necessary nor a sufficient condition to open reform windows.
Our findings are similar. It is noteworthy that public opinion and civil
society groups gave greater priority to protecting existing benefits than
they did to extending them.

Thus the evidence points to physicians and public opinion—to doctors
and patients—as the main bases for the stability, or rigidity, depending
on the reader’s view, of Canada’s medicare arrangements. The third
principal partner in this political triangle was elected government. With
the important exception of the “change in government/leader” cases,
government was generally content to preside over what existed rather
than to challenge it.

Finally, we noted the effect of Canadian federalism. Tuohy (1999, 246)
argued that strong institutional arrangements were required to implement
national macro-policy reforms: a centralized decision-making body and a
high level of support from political actors were essential factors to initiate
substantive change. In this view, Canada’s non-centralized system, with a
relatively weak federal constitutional authority, was a barrier to Canada-
wide reforms during our study period.

Our analysis also pointed to the conduct of federal-provincial relations
as an obstacle to reform on matters within the jurisdiction of individual
provinces. Each province had the constitutional authority to undertake
reforms in the six representative issues we researched. That they did
not do much was linked to disparate opposing factors, most of which
were noted in previous chapters. One factor that we have not discussed
in great detail was the state of federal-provincial fiscal relations. We are
not referring here to the conditional nature of federal health transfers to
provinces (which created a barrier to certain kinds of reforms, especially
those that might have involved user charges at the point of delivery).
Rather, we observe that the dysfunctional nature of federal-provincial
dynamics (Marchildon 2004) arising from the 1995 federal budget be-
came in itself a reform barrier. Premiers were reluctant to undertake any
reform that might undercut their claims that Ottawa was shortchanging
the provinces on the federal contribution to health care. This theme is
picked up again in chapter 12.
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CONCLUSIONS

The first purpose of this chapter was to test the sensitivity of our find-
ings. To do so, we compared the nature and extent of reforms in our
study period to reforms in four earlier periods. This historical approach
generated similar results to the case study method—meagre reform. We
also found that altering the mix of issues within the case study method
would not likely have changed the results.

We then compared our research results to John Kingdon'’s findings in his
analysis of agenda-setting in the United States. The results were remark-
ably similar. This does not mean that reform in Canada was similar to
reform in the United States, but that the methodology Kingdon developed
to understand policy change in the US could be constructively applied
in the Canadian setting.

Finally, we demonstrated that our explanations for meagre reform were
broadly consistent with the explanations of other researchers.

Taken together, the arguments in this chapter point to the robustness of
the methodology we employed. The study period ended in 2003, however.
Has the nature or extent of reform changed since then? Have the various
factors that shaped reform outcomes between 1990 and 2003 changed? If
so, in what ways? These are the questions addressed in chapter 11.

NOTES

1. The first three periods overlap because of overlapping events and the related
difficulty in selecting a single moment when one era ended and another
began. For example, it can be argued that the events that precipitated the
federal government’s willingness to proceed with a long-postponed promise
to introduce federal-provincial shared-cost hospital insurance began at a First
Ministers’ Meeting in the spring of 1955. At that meeting, Ontario premier
Leslie Frost reversed his previous public stand and pressed federal prime
minister Louis St. Laurent to include health care on the agenda of a First
Ministers’ Conference to be held in the autumn of that year. Alternatively, the
events that triggered Frost’s change of heart could be the starting point. They
dated back to the 1953 general election when federal Liberal backbenchers
persuaded a reluctant St. Laurent to include, in the Liberal party’s election
platform, a commitment to proceed with a federal-provincial shared-cost
hospital insurance program when a majority of provinces were willing to
participate (Martin 1985, 218-47; Taylor 2009, 108).

2. The Dominion Council of Health was created under Section 6 of the federal
Department of Health Act of 1919 and reaffirmed under the Department of
National Health and Welfare Act of 1944. It advised the minister of national
health and welfare on matters relating to the health of Canadians. The council
focused on coordination of federal-provincial health programs and liaison
between the two levels of government. The council was composed of a chair
(the deputy minister of national health), the chief executive officer of each
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provincial department or board of health, and five members representing
various segments of the Canadian population. It ceased functioning in the
1970s.

During the war years, the provinces had agreed to temporarily “rent” their
constitutional right to levy taxes on personal income and corporate income to
the dominion government. The Constitution allowed the dominion govern-
ment to tax personal and corporate income as well and there was a concern
that tax competition between the orders of government would weaken the
ability of Canada to prosecute the war. In return for these rental arrangements,
Ottawa made grants to the provinces. The rental arrangements were to end
a year after wartime hostilities had terminated. But there was no agreement
on what would replace them when the war did come to an end. Provincial
governments did not know, therefore, what their revenue would be when
peace returned.

With regard to the dominion government’s health insurance proposals to the
provinces at the Dominion-Provincial Conference on Reconstruction, Taylor
(2009, 66-67) cites the dominion government’s minister of national health and
welfare to the effect that “at times it was made to appear as the gasoline tax
alone stood in the way of an agreement” on health insurance.

The CMA had shown support for the “principle of health insurance” (cited
in Taylor 2009, 27).

Neither Quebec nor Ontario reached a postwar rental agreement in 1947
with the federal government regarding personal or corporate income tax-
sharing or collection. Quebec chose not to do so again in 1952 and 1957 and
has not done so to this day (2013). Ontario reached an agreement with the
federal government in 1952. Nonetheless, the word “settled” is used here to
reflect informal understandings among governments that enabled Ottawa
and Quebec City to informally coordinate their approach to income tax law
and administration.

The Progressive Conservative government introduced amendments to the
Patent Act that modified and strengthened the protection that patent holders
enjoyed. Enacted by Parliament in 1987, its purpose was to encourage invest-
ment in the pharmaceutical industry. A Patented Medicine Prices Review
Board (2012) was subsequently created with a mandate to ensure that the
“prices of patented medicines sold in Canada are not excessive.”

It has been standard practice to include this letter as an annex in the annual
report on the operations of the Canada Health Act.

The NHS reference is to the National Health Service in the United Kingdom.
Held on 31 March-1 April 2004, the colloquium was funded by the Canadian
Medical Association, the Association of Canadian Academic Healthcare
Organizations, the Institute of Health Services and Policy Research, the
Canadian Institutes of Health Research, and the Canadian Institute for Health
Information. Health Canada contributed indirectly. The colloquium was
facilitated by the Health Network at Canadian Policy Research Networks.



CHAPTER 11

HeA1LTH-CARE REFORM: WHERE
THINGS STAND

HAarvEY LAZAR

INTRODUCTION

This chapter extends the analysis of the 1990-2003 period to the end of
2011 for two reasons. One is curiosity. The research team was interested
in how reform had evolved in the years since the end of the study period.
The other relates to three changes in the external political environment
that enabled us to test the robustness of some our conclusions in chapters
8 and 9.

The first of these changes was the substantial turnover of governments
that began just as our study period was ending. Earlier chapters showed
the association between newly created, first-time governments committed
to reform and the achievement of larger reforms. We also found an as-
sociation between an absence of reform commitments and lesser degrees
of reform. We were naturally curious as to whether these findings held
true during a period of widespread governmental turnover.

The political complexion of governments also changed. In a majority of
the provincial jurisdictions that we studied, centre and centre-left political
parties were in office for much of the time from 1990 to 2003 (hereafter
referred to as period 1 or “P1”). From 2004 to the end of 2011 (hereafter
“P2”), centre and centre-right political parties were dominant in provincial
governments. Chapter 9 found that political ideology (right/left) was
not a major factor in explaining reform decisions in the governance and
financial arrangements grouping but that it was important in accounting
for reform decisions in the delivery arrangements and program content
grouping. Did this finding for the study period also apply in the years
that followed?

A third change was at the federal level. We wondered about the effects
of federal/ provincial / territorial relations on health-care reform during
P1 and since then. The 2006 federal election brought the Conservatives
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to power in Ottawa under the leadership of Stephen Harper. The Harper
Conservatives had a different view of the appropriate role for the federal
government in the federation than the Liberal governments that had pre-
ceded them. Where the federal Liberals were centralizing, sometimes in
their actions and more often in their rhetoric, Harper was a non-centralist
in matters of health-care reform. This provides us with an opportunity to
consider whether the non-centralist view has made a difference.

To these ends, this chapter has two purposes. It considers what hap-
pened to the reform momentum for each of the 30 cases during P2 relative
to what ithad been at the end of P1. Was there a change in reform direction
or not? Was the magnitude of reform larger, smaller, or about the same?

We then consider what happened during P2 to some key independent
variables identified in P1. We also note a few variables that were not a
part of the P1 analysis.

THE 30 CASES: 2004-2011
Developments in the 30 Cases, 2004-2011

Table 11.1 provides an update on each of the cases. It summarizes whether
and to what extent the reform momentum that was signalled by the ori-
ginal P1 assessments, updated to the end of P1, had noticeably altered
by the end of P2.

It will be recalled that our reform assessments for the 30 cases were
based on the proximity of the reform to the consensus of the proposals in
the grey literature produced from the late 1980s through P1. Where reform
met the consensus position, it was considered to be “comprehensive”
(annex 1 provides details). Those definitions of comprehensive reform are
referred to below as “reform goals,” and since these apply to the period
from 1990 to 2003, they are “P1 goals.”

For each case, the following sets out the possibilities for P2:

e momentum in respect of P1 goals was unchanged

¢ momentum accelerated or a new momentum started toward consen-
sus P1 goals

¢ momentum decelerated or reversed direction away from P1 goals

Movement away from P1 goals may refer to a shift back to an earlier status
quo or toward a much different end point, a counter-consensus reform.

Table 11.1 shows the results. Note that the table does not compare the
extent of reform among provinces. Rather, for each case where there has
been reform since 2003, it indicates the direction and extent of the change.
An empty cell signifies no change in momentum. For example, on the
needs-based funding issue, the cells are empty for three provinces. This
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signifies that there was no momentum change relative to the reform situa-
tion in 2003 for each of those provinces, not that there was no reform or
that previous reform was scuttled.

This table leads to several observations. First, as in P1, there was no
“big bang” in P2. Second, the pace of reform in P2 was moderately faster
than in P1. Reforms or momentum shifts occurred in 17 of the 30 cases
over the eight-year span of P2, more than two shifts per year. There were
22 reforms over the 14 years of P1, just over 1.5 per year. (Note that two
reforms during P2 reversed the P1 reform direction—regionalization in
Alberta and for-profit delivery in Ontario.) Third, during P1, the reform
direction in 18 of the 22 cases where there was reform (over 80 percent)
was consistent with the consensus of the grey literature. In P2, 10 of the
17 cases of reform (less than two-thirds) involved additional substantial
momentum or moderate momentum or entirely new momentum toward
P1 goals.

The combination of a modestly higher rate of reform (momentum shift)
in P2 than in P1, but with a smaller proportion of those reforms aimed
at P1 goals, is open to more than one interpretation. One is that, in a big
picture perspective, not much changed in P2 relative to P1. An overlapping
interpretation is that some P1 goals had become stale by P2 (e.g., the desir-
ability and political feasibility of quickly eliminating fee-for-service). The
perception that regionalization would, willy-nilly, generate benefits that
outweighed costs, was also more in doubt. A third interpretation focuses
on the similarities and differences in momentum shifts across issues. For
some reform issues, progress was made in P2 relative to the consensus of
the grey literature in P1. For others the momentum shift was away from
that consensus. A fourth interpretation relates to the differences among
governments. In particular, Ontario, the sole centre or centre-left govern-
ment, did much more reform than the other governments.

All four interpretations fit with reality to one degree or other. It will
require the further passage of time—greater historical perspective—
to be able to weigh them. In what follows, we focus on the last two
interpretations.

Casting an eye on Table 11.1, we see that Ontario went from its status
as a tortoise in P1 to the province with the greatest shifts in momentum
during P2. During its first year in office, the newly formed Liberal govern-
ment under the leadership of Dalton McGuinty, and with an activist health
minister George Smitherman, moved quickly to undo the Conservative
push toward for-profit delivery. With a majority in the legislature, the
Liberals enacted legislation to reverse the policy path that its predecessor
Progressive Conservative government had pursued on for-profit delivery.

On other issues as well, Ontario moved in the direction of P1 goals (grey
literature consensus). Although not a part of its 2003 election platform,
in 2004 the government created its unique approach to regionalization
through Local Health Integration Networks (LHINs). Reform momentum
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accelerated on both alternative payment plans and wait-list issues. The
proportion of primary care physicians being paid exclusively on a fee-
for-service basis fell substantially while the proportion remunerated
“through blends of fee-for-service, capitation, salary, or payments per
session ... and targeted payments designed to encourage or reward the
provision of priority services” (Hutchison et al. 2011, 267) grew. APP was
not only an issue on its own but also a window into primary care reform.
The province moved forward on wait times with the appointment of a
prominent physician, Dr. Alan Hudson, the former chief executive officer
of Toronto’s University Health Network, to lead the charge. Hudson had
the necessary knowledge and standing in the physician and hospital
communities to persuade hospital administrators to sign “accountability
agreements” in return for incremental funding for high priority wait-time
cases (MOHLTC 2007, 3). Expanding the scope of provincial prescription
drug insurance was not a priority, but by reforming the manner in which
drugs were purchased and reducing the prices, coverage was presumably
made more sustainable (for both generic and brand-name drugs).! Much
of this overall reform effort was aided by the appointment of a Health
Results Team made up of public servants and experts from outside the
public service. Its annual reports on results, in relation to targets, were
made public (MOHLTC 2005).

The 2003 general election in Quebec saw the Quebec Liberal Party
returned to office after nine years in opposition with Jean Charest as
leader. We have already noted new momentum in primary care reform,
including APP, in Quebec (Hutchison et al. 2011, 267). The government
also introduced a new legislative framework for clinics and patient access
to services. For patients it included a “guaranteed-access mechanism”
under which Quebecers would have alternatives to the existing delivery
system if access was not provided within predetermined time limits
(Ministere de la Santé et des Services sociaux 2006, 54). According to one
commentator, the Quebec policy entails two distinct access mechanisms.
One is a public guarantee that applies to tertiary cardiology and radiation
oncology services—areas “where a patient’s safety could be in serious
jeopardy” (Prémont 2006, 7). Other selected services are covered by a
“public-private” arrangement that is “associated both with duplicate
private insurance and provision of services by private, for-profit institu-
tions” (ibid., 8). The public-private guarantee was initially introduced
for a small group of elective surgeries (hip and knee replacements and
cataract surgery) and was to be gradually expanded over time. The same
legislation also authorized the sale of private insurance by commercial
insurers for those elective surgeries. To help ensure that time limits were
met, the framework contemplated the “idea of affiliated clinics,” which
would allow the government to certify medical and surgical centres that
were “managed by the private sector (firm, cooperative, etc.)” (Ministere
de la Santé et des Services sociaux 2006, 49).
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Alberta made a substantial shift toward P1 goals on the APP issue, but
reversed the trend on regionalization. Alberta centralized its delivery
system without forewarning or explanation, thus bringing to an end a
15-year period of regional delivery.

P2 has seen what could be the beginning of a trend. In both Quebec
and Saskatchewan, for-profit delivery mechanisms were introduced or
given clearer status as part of a strategy to meet wait-time targets. Both
provinces created regulatory frameworks that set out specific ways in
which certain categories of for-profit firms could be used to help deal
with long wait times.?

It is also noteworthy that despite its much-enhanced fiscal situation,
owing to the development of offshore hydro-carbon resources, the gov-
ernment of Newfoundland and Labrador did not prioritize health-care
reform.

These findings suggest that the fourth interpretation—differences
among governments—largely explains the differences in reform mo-
mentum between P1 and P2. The government that was most identified
with the political centre or centre-left—with values closest to the grey
literature consensus—made the strongest reform commitments during
P2 and achieved the largest momentum shifts (Ontario). The government
that promised the least also accomplished the least (Newfoundland and
Labrador). At the same time, the four centre-right provincial govern-
ments did not win office promising to undo publicly financed medicare.
They were parsimonious in their electoral commitments and cautious in
their actions. They tried to make medicare work better—not to overtly
roll it back.

The third interpretation—differences in momentum shifts across
issues—can also be seen in Table 11.1 although it does not jump out to the
degree that the cross-provincial comparison does. There were only two
issues—APP and wait times—in which large momentum shifts occurred
in more than one province. Both required the cooperation of the medical
profession. We return to this point below.

EvoruTtioN oF FAcTORs IMPACTING REFORM

Earlier chapters have analyzed the factors that hindered or helped reform
in each of our 30 cases. That analysis ended in 2003. What has happened
to those factors since then? This part traces their evolution since 2003. By
considering not only the magnitude of reform in P2 but also the trend in
factors that helped to determine the magnitude, we shall have a base for
looking forward. The discussion is selective, focusing on those factors
where we observed differences in P2 relative to P1. For the convenience of
readers, Table 11.2 compares the list of P2 independent variables discussed
in this chapter to the more comprehensive list for P1 found in annex 1.
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Note that some of the P2 variables or variable categories are discussed
jointly with others and not as stand-alone categories.

Change in Government/Leader

During P1, “change in government/leader” was one of two categories
of exogenous variables associated with large reforms. This category was
made up of two variables—public commitment to reform prior to or
during the election campaign or leadership contest that resulted in the
formation of a new government, and evidence that the commitment re-
tained its priority status with the newly formed government post-election.

There were six changes of government among the five provinces in
P23 The rate of change in government in P2 (six changes in eight years)
was a little slower than in P1 (13 changes in 14 years). More significant
was the direction of change. Whereas there had been a right-to-left shift
in P1, the trend was reversed in P2. The shift began in Newfoundland
and Labrador (Liberal to Progressive Conservative) and Quebec (PQ to
Liberal) in 2003. In 2007, the right-of-centre conservatives won office in
Saskatchewan (NDP to Saskatchewan Party). The one jurisdiction that
did not change its formal complexion was Alberta, while Ontario bucked
the trend and shifted back to the centre and beyond to a centre-left stance
in 2003 (Progressive Conservative to Liberal). A further round of elec-
tions in 2011 was characterized by the re-election of sitting governments
regardless of political stripe (although the Ontario Liberals slipped to
minority status).* As for the federal level, the Conservative Party defeated
the Liberals in 2006 and formed a minority government. In the general
election of 2008, the Conservatives won a second and stronger minority.
In 2011, Prime Minister Harper’s conservatives were returned to power
with a majority.

On the whole, the conservative opposition parties that won power in
P2 were either silent or vague about health-care priorities, or focused on
program details during the elections that brought them to office. They
did not offer a vision of a different kind of health-care system or a more
innovative way of fulfilling the existing vision. The platform of the in-
coming Progressive Conservative government in St. John’s in 2003 made
no promises on health. Nor did the incumbent Stelmach Progressive
Conservatives in Alberta make significant reform commitments in 2008.
There was not a hint of the major “de-regionalization” reform it was to
announce within a few short months of its election. In 2007, the incoming
Saskatchewan Party declared its opposition to the NDP government’s
promise to introduce universal coverage of prescription drugs. It also
promised a “Patient First Review of the health care system to determine
how best to ... reduce surgical wait times and ensure patients get more
timely access to the care they need” (Saskatchewan Party 2007, 11). On
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the whole, this promise has played out as a commitment to make health-
care delivery more efficient.

The Quebec Liberal Party made health care a key issue in its 2003 gen-
eral election campaign while remaining vague about what it would do.
Thus, it both declared its support for the single-payer system and hinted
at making more use of the for-profit sector in delivery, with the issue of
“sustainability” a subtext to this last point. The single-payer system and
for-profit delivery are not inconsistent with one another. They may, how-
ever, send different signals making it difficult for the electorate to discern
the broad strategy of the party. In an election context, that ambiguity may
well have been purposeful.

In chapter 8 we saw that there was a close association between change
in government/leader and large reforms during P1. Table 11.1 shows
seven cases where there was a “substantial” shift in momentum: three in
Ontario, two in Quebec, and two in Alberta. Were these shifts in reform
associated with newly formed governments that had committed to re-
form publicly during the election campaigns or leadership contests that
preceded their assuming office? Did these newly formed governments
take policy reform action in the first half of their first mandates?

The answer is “yes” to both questions for the three substantial momen-
tum shifts in Ontario. During the 2003 general election, the Ontario Liberal
Party campaigned to “end the Harris-Eves era of creeping privatization”
(3). The platform contained 21 pages of health-related promises. The party
had less reason to be cautious about medicare, as its egalitarian values fit
well with medicare values. In its first year in office, the new government
passed the Commitment to Medicare Act.

On wait times the Ontario Liberal Party promised it would work with ex-
perts to set and meet maximum needs-based waiting times for care. These
standards will be made public, so you know you will get treated within a
safe time period. We will begin by setting and meeting standards for cardiac
care, cancer care, total joint replacements and MRI/CT scans. We will meet
these standards by making the smart investments described in this plan and
by building on successes like the Cardiac Care Network. (Ontario Liberal
Party 2003, 6)

This reform was up and running in its first year in office (MOHLTC 2005).

The Ontario Liberal Party also committed to establishing “at least
150 family medicine teams” and, in that regard, undertook to “create
incentives for doctors to practice in teams” (2003, 8). This shift, with its
implications for alternative payment plans, was also launched in its first
year (MOHLTC 2005).

In Alberta, the answer to our questions is “no.” Reform decisions in
Alberta were associated with change in government/leader but not
foreshadowed by commitments to reform made during an election
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TABLE 11.2
Comparing Independent Variables Discussed in 2004-2011 (P2) to 1990-2003 (P1)

Independent Variable 2004-2011 (P2) 1990-2003 (P1) Comments
Exogenous

Change in government/ X X

leader

Values X X

Fiscal crisis X X Not a major factor in P2
Public opinion and civil X X Interacted with

society government/leader
Media X

Justice system X Chaoulli judgment; not

presentin P1

Exogenous or endogenous

Knowledge X

Institutions X X P2 focus on federal-
provincial relations and
master agreements

Endogenous

Insider interests X X P1 broad discus-

sion whereas P2 only
Canadian Medical
Association

campaign or leadership contest. The decision to de-regionalize (or create
one super-board) was not telegraphed by Premier Stelmach either in his
2006 campaign for party leadership or in the 2008 general election that
saw him win a mandate. On APP, the accelerated momentum appears to
have been linked not to an election commitment but to ongoing interaction
between the Alberta Medical Association, the provincial health ministry,
and Alberta’s regional health authorities that led to a 2005 agreement
among these three bodies (Hutchison et al. 2011, 264).

It is harder to answer these questions for the two substantial momen-
tum shifts in Quebec. This is in part because when the Quebec Liberal
Party ran for office in 2003, it made health care a high priority but did not
make commitments as precise as the Ontario Liberals did. In Ontario the
government’s platform was left-oriented, whereas Quebec’s was more
nuanced. The 2004 Quebec budget restated the Liberal Party’s 2003 elec-
tion pledge “to make health care the No.1 priority of our government.
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We promised to fix the health-care system” (Quebec 2004, 4). The Quebec
Liberals subsequently published a consultation document and then passed
legislation that included statutory guarantees of maximum waits for
specified services. The new legislative framework also allowed for the
regulation of for-profit clinics. In so doing, the Quebec Liberal Party was
seeking to rebalance the role of government, the commercial sector (in
the provision of health services), and citizens.

Thus, an overall assessment of the seven substantial shifts in momentum
suggests that three fully met our criteria (Ontario), two did not (Alberta),
and two met some of the criteria (Quebec’s commitments were imprecise,
but the government did act quickly once in office).

Values

During P1, the egalitarian values associated with Canadian medicare
(universal publicly financed hospital and medical services with priority
of access based on medical need and not size of bank account) were pol-
itically stronger than competing values based on personal responsibility,
personal choice, and a greater role for markets and market-like instru-
ments. In P2 the shift to the right was broad and reflected at least in part
a concern about government costing too much and the need to stop or
reverse government growth as a share of the economy. This shift was
reflected in provinces as diverse as Quebec and Saskatchewan. During
the election campaigns that brought them into power, the Quebec Liberal
Party (2003) and the Saskatchewan Party (2007) both campaigned with
an eye on making governing more affordable and sustainable. But they
were cautious not to do this by attacking publicly financed health care.
Both parties continued to support medicare. They may have been ready
to make small adjustments, but the values that were built into medicare
seemingly remained sacrosanct. They and other conservative parties
were wary about extending their overall approach to government and
governing to include health-care services. In contrast, as noted earlier, the
government that was most at ease with medicare values was the centre-left
McGuinty Liberals in Ontario. The P2 goals fit well with Ontario’s values
and its strong attachment to the directions embedded in those goals.

Fiscal Conditions

In P2, the instability in the financial markets that began in late 2008 roiled
the international financial system. As 2012 drew to a close the fallout
from these events was still being felt worldwide. Canada was not and
still is not immune to these pressures (e.g., a higher than anticipated un-
employment rate and higher budgetary deficits). The knock-on effects of
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the recent turmoil have nonetheless been less severe in Canada than in
many other countries. Prior to the turmoil, Canada’s public finances were
in good shape compared to the public finances of many other countries.
Canada’s financial institutions were more conservatively managed and
more tightly regulated, and they weathered the storm better than most.
Thus, while the existential threat of permanent global economic and fi-
nancial damage was greater in 2008 and its aftermath than was the case
in the recession of the early 1990s, the effects on Canadian governments’
expenditures, including health-care spending, were less severe in the
more recent period than in the early 1990s. Provincial health-care spend-
ing grew substantially in 2008, 2009, and 2010. Although the growth rate
slowed in 2011 and 2012 (CIHI 2012, 3), the financial events since 2008
did not provide the same kind of political cover for health-care reform
as they did in the early 1990s.

Accordingly, for four of five provinces, much was missing in P2 that
had aided P1 reforms. These governments had not made strong commit-
ments before arriving in office, and they did not “enjoy the benefits” of
fiscal crisis to help them undertake difficult reform decisions.

Public Opinion/Civil Society Groups

Chapter 8 referred to two studies prepared for the Romanow Commission
in 2002 that inquired about the state of public opinion concerning medicare
(Maxwell et al. 2002; Mendelsohn 2002). Together, those studies serve as
our baseline for the role of public opinion in P2.° Both studies remarked
on Canadians’ continuing attachment to the medicare model. They also
observed a growing concern about the quality of its management, the need
for improved accountability, and a greater willingness among Canadians
to consider, given certain conditions or qualifications, an enhanced role
for the private for-profit sector in both delivery and payment (and for
some out-of-pocket payments). One of the studies was updated in 2007 in
work commissioned for the Health Council of Canada and the Canadian
Health Services Research Foundation (Soroka 2007), and again in 2011
(Soroka 2011).

There are six points to note about the state of public opinion during
P2. First is that “support for the Canadian health care system, it seems,
is as strong as ever” (Soroka 2007, 5). In a further 2011 update, it was
concluded that most Canadians still have “a very clear preference for a
strong single-tier public system” (Soroka 2011, 4). At the conclusion of an
extensive public dialogue that involved town hall meetings in six cities
and towns and an extensive online dialogue in 2011, the president of the
Canadian Medical Association declared (CMA 2011b), “The message that
came through most strongly from the public was the need to preserve and
strengthen the current principles underpinning the Canada Health Act to
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ensure continued support for a universally accessible, publicly funded
healthcare system.”

Second, Canadians’ assessment of the quality of health care fell during
the 1990s and early 2000s before rebounding modestly in P2. In 1991, 85
percent of Canadians thought that “Canada’s health-care system and the
quality of medical services ... was excellent, very good, or good” (Ipsos
Reid as reported by Mendelsohn 2002, Figure 3). In 2001, Ipsos Reid posed
aslightly modified question about the “overall health of services available
to you and your family” and asked respondents for a letter grade. The low
watermark occurred in 2004, when only 59 percent of respondents gave the
system an “A” or a “B.” By 2011, 70 percent gave the system more than a
passing grade (Ipsos Reid 2011, 22). Other data sets showed lower levels
of public satisfaction with quality but similar trends (Soroka 2011, 6-7).

The third point relates to the political salience of health care. Ipsos Reid
asked the same question periodically between 1988 and 2000: “Thinking
of the issues presently confronting Canada, which one do you feel
should receive the greatest attention from Canada’s leaders?” In 1988, no
respondents ranked health care as issue number one. In 1996 and 1997,
from 12 to 15 percent of respondents did so. By 2000, 51 percent put it
on top (Mendelsohn 2002, Figure 14). Health care has since been ranked
at or near the top of the issue list every year. In 2010, it was by far the
largest concern at 34 percent, three times as large as the second item, “the
economy / recession” (Ipsos Reid 2010, 17). The Commonwealth Fund
International Survey also captured this significant shift in public attitudes
(Nanos Research, cited in Spencer 2010; Soroka 2007, Figure 3).® These
views were summarized as follows (Soroka 2011, 4):

Healthcare is, without question, one of the most salient domestic policy issues
in Canada. The issue regularly tops the “most important problem” survey
list; indeed, it has done so for most of the last decade. It has in recent years
been a major focus of election campaigns, a federal Royal Commission and
Senate committees. Healthcare policy is, in short, a regular preoccupation
for Canadian policy-makers, the public and mass media.

Fourth, the public held both federal and provincial governments re-
sponsible for the things that went wrong. At the beginning of P1, public
opinion polls showed that a sizeable majority of Canadians credited both
federal and provincial governments with doing a good job in improving
health care. By the end of P1, a similar majority thought governments
were doing a poor job (Mendelsohn 2002, Figures 20, 21, and 22 from
two pollsters). Toward the end of P2, governments had regained some
ground but a small majority continued to grade government performance
poorly (Ipsos Reid 2011, 30; Soroka 2011, Figures 21-24 citing data from
three different pollsters).

Fifth, in 2007 more than twice as many Canadians pointed to inefficient
management as the main cause of problems in the system rather than
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insufficient funding (Soroka 2011, 19). This continued a trend that had
been noted in 2002 in the Maxwell and Mendelsohn studies.

Lastly, the discussion of how to fix health care’s ailments led inexor-
ably to questions about the role of for-profit firms in delivery. Data in
Soroka’s 2011 study suggested that the public had moved decisively on
the idea of a larger role for private for-profit clinics and hospitals within
a publicly financed system provided that the private entities were paid
no more than the public sector and did not charge patients facility fees
(Soroka 2011, Figures 35-37).

On health insurance, when asked whether more health care should be
privately or publicly financed, only 12 percent answered “more private,”
whereas 55 percent favoured “more public” (Soroka 2011, Figures 27
and 33). Moreover, when asked about Canada-wide public financing of
coverage for prescription drugs and home care, a strong majority sup-
ported such coverage (ibid., Figures 27 and 28). Yet more than one-half
agreed that “individuals should be given the right to buy private health
care within Canada if they do not receive timely access to services in the
public system” (ibid., Figure 30). These data could be interpreted as indi-
cating ambivalence about the role for private insurance. An alternative
view is that a substantial majority of Canadians continued to prefer the
single-payer system but had become more flexible about some additional
role for private insurance or out-of-pocket payment in specific situations.

There was not, however, any ambivalence on the part of health-care
coalitions, trade unions, and other civil society groups that pay close
attention to health issues. Whether the issue was delivery or insurance,
they consistently voiced their opposition to an enhanced role for private
for-profit businesses. On delivery, their goal may have been to protect
union jobs. In some cases, the union stance reflected its interpretation of
an employer-employee collective agreement.” Where collective agree-
ments were not involved, unions argued that privatizing jobs would
lead to inferior service and jeopardize lives. They pointed to studies that
compared publicly owned and privately owned nursing homes and hos-
pitals, which documented the better performance of the publicly owned
facilities (Canadian Health Coalition 2001; McGregor and Ronald 2011).
More generally, these groups remained vigilant in protecting medicare.
They encouraged members to quiz candidates for public office on their
positions on health care.® They kept an eye open for organizational chan-
ges that had the potential to affect not only their members, but the public
as well.? Wherever they detected what they considered to be an infraction
of the Canada Health Act, they informed their membership and attempted
to pressure government to disallow the activity or transaction.

The position of civil society groups did not change between P1 and P2.
Public opinion was also similar between the two periods when issues
were expressed mainly in terms of values. When expressed in practical
terms, however, public opinion had evolved. For example, whereas in P1
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a majority of people saw additional health-care spending as a solution
to some problems, by the later P2 years many citizens saw improved
management as the best way of mending the ailments of the health-
care system. The public continued to see governments as stewards of
the health-care system. Well before the end of P2, public opinion had
become more open to delivery through private for-profit enterprises
as contractors to the public system. The preference was to maintain the
single-payer system, but the public was willing to consider exceptions
under specified conditions.

Supreme Court Judgment: Chaoulli v. Quebec (Attorney General)

The justice system did not show up as a factor in our 30 case studies
during P1. But it did appear in P2 owing to the 2005 judgment of the
Supreme Court of Canada in the Chaoulli case. At issue was whether the
health-care regime in Quebec infringed the constitutional rights to life,
liberty, and security of person of a Quebecer, George Zeliotis, under the
Quebec Charter of Rights and Freedoms. The case arose when Mr. Zeliotis
had to wait a long time to receive a hip replacement. Jacques Chaoulli
was Mr. Zeliotis’s physician, and he wanted to establish his own private
medical practice. They joined together and took their case to court.

Quebec health insurance and hospital insurance statutes did not allow
for the sale of private insurance for health and hospital services that were
insured publicly. Due to the length of time Mr. Zeliotis had to wait, the
Court ruled in a controversial (Flood and Sullivan 2005) majority decision
(4-3) that the prohibition on the sale of private insurance was a violation
of Quebecers’ rights to life and security of the person under the Quebec
Charter of Rights and Freedoms. The ruling had a direct effect only in
Quebec as the case did not deal with the health-care systems of other
provinces. (Three of the seven judges also found that the laws violated
provisions of the Canadian Charter of Rights and Freedoms.) The earlier
discussion about Quebec’s new regulatory framework and its guaranteed
access mechanism was in part a response to the court judgment.

The Supreme Court judgment in some sense also put other provinces
and territories on notice. They too might be vulnerable in a similar type
of case under the Canadian Charter. Based on the information available
to us, however, the Chaoulli decision appears not to have been a major
influence in P2 outside Quebec.

Federal/Provincial/Territorial Relations

Chapter 8 distinguished between the direct and indirect effects of federal-
provincial relations and federalism during P1. It was noted that in P1
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federal-provincial relations and federalism were cited infrequently as a
factor in the 30 health-care reform cases. It was suggested, however, that
federal-provincial relations had some indirect effects that our case study
analysis had not picked up. One such indirect effect was linked to the
federal Liberal government’s focus on politically divisive issues. Examples
included the federal government’s interpretation and enforcement of the
Canada Health Act, its opposition to the idea of having a provincial pre-
mier as co-chair of the National Forum on Health, and a communications
strategy that promoted medicare as a national icon and attacked those
who were seen as its political adversaries. The latter included not only
the Reform Party of Canada (1987-2003) and then the Canadian Alliance
(2000-2003) at the federal level but also right-of-centre provincial govern-
ments (Klein in Alberta and Harris/Eves in Ontario) that occasionally
gave Ottawa the opportunity to question their support for medicare. We
argued that, unintentionally, Ottawa may have lessened the time and
attention that civil society groups, the public, and the media gave to the
actual reform agenda (the kinds of issues that this book has examined
such as regionalization, needs-based funding, and drug coverage).

A second indirect effect was the fallout from the federal government’s
1995 budget. Despite the frequency of federal-provincial meetings on
matters of health-care reform, the priority of provincial governments
was to force the federal authorities to restore cash transfers to the level
they would have been had the federal government not enacted the large
cuts in transfer payments to the provinces in its 1995 budget. This led
to an intergovernmental fiscal struggle and to highly dysfunctional fed-
eral/ provincial/ territorial (FPT) relations, especially from 1998 to 2004
(Boychuk 2003, 321; Lazar et al. 2004a, chapter 4; Marchildon 2004, 4-8;
Standing Senate Committee 2002b, section 1.2). From the viewpoint of this
book, the question is whether that deterioration in FPT relations resulted
in a feedback loop with implications for health-care reform.

When the federal Medical Care Act was passed in 1966, the Liberal
government in Ottawa had used the inducement of federal cost sharing
to pressure recalcitrant provinces to sign on. Again, in 1984, the federal
Liberals relied on the popularity of medicare to persuade reluctant prov-
incial governments to amend their health insurance legislation to comply
with the Canada Health Act. In both cases public opinion provided import-
ant political support to the federal Liberal government in making these
huge health-care reform decisions. By the late 1990s and early 2000s, the
shoe was on the other foot. Provinces held that the federal cutbacks to the
provinces were responsible for the deterioration in health-care services
(Premiers’ Council 2002; Provincial and Territorial Ministers of Health
2002). This position was contested by Ottawa (Dion 2005, 153-71).

It took several years, but the provinces eventually gained enough
support from public opinion to “persuade” the Liberal governments of
Jean Chrétien and Paul Martin to restore Ottawa’s funding to a more
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appropriate level.'? In the vocabulary of this book, the dependent variable
had become fiscal fairness in relations between the federal government
and provincial/ territorial governments; health care was an independent
variable that provincial/ territorial governments invoked to help dictate
the outcome. As for the health-care reform commitments that Ottawa
was able to “buy” when restoring funding, some were not implemented,
some were implemented but would have been in the absence of federal
dollars, and a few were incremental. On the whole, the purchases were a
fig leaf to provide political cover for the fact that the provincial / territorial
undertakings were neither legally binding nor politically enforceable (as
subsequent events were to show). In releasing its 2012 review of the 2004
Health Accord, the Standing Senate Committee on Social Affairs, Science
and Technology observed that “real systematic transformation of health
care systems across the country had not yet occurred, despite more than
a decade of government commitments and increasing investments.” In
its review of the accord, the Health Council of Canada (2012) repeated an
earlier message that there is “much to celebrate and yet much that falls
short of what could—and should—have been achieved by this time” (1).

The fig leaf was not without influence on events, however. By point-
ing to the 2003 and 2004 FPT Health Accords, the Liberals were able to
claim some high ground in health-care reform at the federal level. In so
doing, they attempted to insert medicare as a wedge between their poli-
cies (friendly to medicare) and those of the Conservative Party (with its
alleged secret plan to weaken medicare). In the 2004 general election cam-
paign, for example, the Paul Martin-led Liberals promised a health-care
“fix for a generation” as the centrepiece of its electoral platform (Liberal
Party 2004, 16-23). To counter the Liberal strategy, the 2004 Conservative
platform endorsed the 2003 First Ministers’ Health Accord (Conservative
Party 2004, 25-27).

Soon after the election, Martin negotiated the 10-year 2004 Health
Accord with provincial/territorial first ministers—his fix for a genera-
tion. During the 2006 election campaign, the Conservatives endorsed the
2004 Accord. Harper promised to work with the provinces to develop a
Patient Wait Times Guarantee to ensure that all Canadians would receive
essential medical treatment within clinically acceptable waiting times,
or could be treated in another jurisdiction, as required by the Supreme
Court of Canada’s Chaoulli decision and the Canadian Charter of Rights
and Freedoms (Conservative Party 2006, 30). Wait times had become
the leading political health concern in the country. Harper subsequently
characterized this promise as one of the five most important in his party’s
platform. The key point is that Mr. Harper and his party were not willing
to cede the political high ground to the Liberals. The FPT Accords thus
helped shape the position of the Conservative Party. If there was a “secret
plan” to do away with medicare, it remained secret.
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Over the next five years, the Conservatives honoured the transfer
commitments of the 2004 Accord, and sporadically lent support to the
Patient Wait Times Guarantee. But on other matters that were part of the
2004 Accord—from a pharmaceutical strategy to primary care reform and
from health human resources to home care—the Harper government did
not act. The Conservatives apparently viewed these issues as beyond the
writ of the federal government, notwithstanding that the commitments
entailed the involvement of federal as well as provincial governments.

In its 2011 election platform, the Conservative Party promised to “work
collaboratively with the provinces and territories to renew the Health
Accord and to continue reducing wait times.” The party platform also
emphasized the importance of “accountability” measures as well as the
need to “respect limits on the federal spending power” (Conservative
Party 2011). The platform thus acknowledged trade-offs, but not how
they would be resolved.

By the end of 2011, some of Prime Minister Harper’s messages were
clear: his government’s view of the federal role in health care was based
on the pre-eminence of the constitutional distribution of legislative pow-
ers, which assigns to provinces broad authority to make laws on health
care; and he was keen to shrink the federal state where its involvement
was based on the federal spending power. It was for each province to
decide what kind of reform was appropriate under its circumstances.
By committing to long-term funding, and clarifying its role, the federal
government was creating the conditions that would enable provincial
governments to do what needed to be done. It was up to the provincial
governments to decide. Choosing not to hold meetings with the pre-
miers on health-care reform was apparently the last piece of the federal
government’s strategy. Prime Minister Harper, in referring to provincial
governments, stated (CBC 2012),

Now what they’re wrestling with is how to make that system effective, how
to lower wait times, and you know, they’re the ones who deliver the service.
They’re the ones who are responsible. So I think that, you know, we don’t
just trust them, we understand they have the responsibility, and we want to
make sure that we work with them. We're not ... we made it a point, as you
know, as a federal government, of not pointing the fingers at the provinces
and trying to blame them for problems in the health-care system, but trying
to work with them to see how we can make it better. And I think that’s been
abetter method than in the past trying to pretend there is some overarching
national standards, and then wave the finger at them for perceived slights. I
don't think that's been effective. I think what we’re doing is more effective ...

Federal-provincial relations were a major influence on the kind of
medicare system that Canadians created for themselves in post-Second
World War Canada. Once created, there was an ongoing interaction
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between medicare and federal-provincial fiscal relations. During P2, the
dynamic intensified. The national health-care budget, if only by virtue of
its sheer size, could not help but influence federal-provincial fiscal and
political relations. And the latter in turn influenced health-care reform.
Arguably, however, the feedback arrow from health care to FPT relations
was thicker than the arrow from FPT relations to health care. We return
to this issue in the last chapter.

The Canada Health Act

Atend of P2, the Canada Health Act and the related Canada Health Transfer
remained as ongoing legacies from P1. There are three kinds of criticism
levelled at the CHA in P2. First is that it is not enforced properly. Critics
claim that many infractions of the CHA are routinely ignored by the fed-
eral government. Examples of this kind of criticism can be found on the
websites of the Canadian Health Coalition and the Council of Canadians.
On this point, we do not know the facts. There is no public record to
analyze, and how much this matters is uncertain. Referring to the case
studies done for this project, Gildiner writes,

The case studies suggest that the terms of the Canada Health Act, having
been incorporated into provincial legislation, had come to exert legacy and
feedback effects primarily at the provincial level. The federal government
needed only to maintain the Act, without effort to update it to capture
changing conditions on the ground, and even without maintaining its fis-
cal commitments, to reap the benefits of being seen to support the Act’s
principles. The provinces, on the other hand, were much more vulnerable to
battles with interest groups empowered by the terms of the core bargains—
hospitals and physicians—and to punishment by voters, for whom public
health insurance was not only a major social benefit but a nation-defining
commitment. (2006, 32)

Asecond criticism is that the absence of transparency in how the federal
government interprets the CHA has the effect of blocking reforms that
are not in fact prohibited by the statute or the principles that lie behind
it (Boychuk 2003). Whatever the merits of this argument, it calls on the
federal government to play a role that it does not want to play. By clarify-
ing points that may be in doubt, it would be treading on territory it does
not wish to enter.

The third criticism is that the CHA covers a shrinking share of health
expenditures and thus its influence is shrinking. This issue is easier to
measure and is considered in the last chapter with other aspects of federal-
provincial relations.
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Medical Associations

Chapter 8 described the role played by provincial medical associations
in P1 with particular attention to master agreements between provincial
health ministries and medical associations, and the joint management
committees they created to oversee them.

During P2, provincial medical associations continued to shape health-
care reforms. Based on a reading of the master agreements alone, it ap-
pears that the relationships between the provincial medical associations
and provincial health ministries became more intertwined—but not
necessarily more amicable. In Ontario, for example, the 2008 agreement
between the Ontario Medical Association (OMA) and the Ministry of
Health and Long-Term Care (MOHLTC) was longer and broader than
the 2000 agreement. It created a more elaborate committee structure to
oversee the provisions. In Saskatchewan, the 2011 agreement was much
longer than the 2001 agreement (up from 9 pages to 42). The Saskatchewan
agreement of 2011 included such new (since P1) measures as parental
leave, rural on-call programs, and a specialist retention program, among
many others. At least six new joint boards or committees were created.
The 2003 agreement between the government of Alberta, the Alberta
Medical Association, and the regional health authorities (which were still
in place then) is also of interest. In this agreement, “the minister offered
an expanded and an enhanced role and relationship to the association
regarding how to improve the health care delivery system” (Alberta
2003). The agreement then pointed to the primary care initiative, the
physician office system, and electronic health records as ways in which
such improvements could be made. Agreement on primary care reform
was reached through this mechanism in 2005.

Of the six issues we studied, APP was the one where provincial medical
associations were most influential in P2. In this regard, Table 11.1 notes
that in Alberta, Ontario, and Quebec there was a momentum shift toward
P1 goals during P2.

Physicians also had a greater influence on macro-policy during P2
than they had in P1 through their national body, the Canadian Medical
Association (CMA). The CMA is a bottom-up organization that ad-
vocates on behalf of Canadian physicians on Canada-wide issues. To
become eligible for CMA membership, a physician must be a member
of a provincial or territorial association. The provincial and territorial
divisions and specialist societies choose both the CMA’s 300-member
general council and 27-member board of directors. The CMA presidency
is rotated among the various provincial/ territorial divisions. The general
council meets annually and provides policy guidance and direction to
the association and the board of directors. The board guides the CMA
between annual meetings.
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The CMA did not play a direct role in the six issues that underpin this
book because these issues were largely or entirely within provincial/
territorial jurisdiction." During P1 the CMA focused on issues like the
Canada-wide fiscal framework. As the effects of provincial retrenchment
took hold (1992-1996), the CMA lobbied Ottawa to increase its transfers
to the provinces and territories. It did not succeed, as evidenced by the
1995 federal budget cuts on transfers notionally intended for health care.
The CMA persisted and then accelerated its efforts. In 2001 it informed
the Romanow Commission and the Kirby Committee that “as a result of
the relentless cost-cutting of the 1990s, we are now in the midst of a crisis
of sustainability” (CMA 2001, ii).

In 2002 it offered its “Prescription for Sustainability” with policy pro-
posals on many issues, in particular health human resources, primary
care and, most of all, access (CMA 2002). Among its proposals was a
call for a Patient Wait Times Guarantee. Initially there was some cross-
fertilization between the CMA'’s ideas and the 2001 Mazankowski re-
port, which recommended the Patient Wait Times Guarantee (Premier’s
Advisory Council 2001, 43). Neither the Government of Alberta nor
the Romanow report endorsed it, but the concept gained some cred-
ibility when the Senate Committee did so in its October 2002 final
report (Standing Senate Committee 2002b, chap. 5, “The Health Care
Guarantee”). As mentioned above, in its 2006 election platform the
Conservative Party pledged to work with the provinces to develop a
Patient Wait Times Guarantee (Conservative Party 2006, 30). In its March
2007 budget, the federal government committed up to an additional
$612 million for jurisdictions that implemented guarantees in at least
one priority area. The Conservative Party platform was silent on this
issue in 2008, but progress on reducing wait times was part of the 2011
program (Conservative Party 2011, 30).

Organizations like the Council of Canadians (2012) and the Canadian
Health Coalition (2012b), and their provincial and local counterparts,
as well as the Canadian Doctors for Medicare (2012), saw the CMA’s
policies as a way of advancing privatization. This interpretation gained
further support when, in 2007/08 and 2008/09, the CMA elected pres-
idents with proprietary interests in for-profit clinics. The Canadian
Medical Association Journal and influential medical journals outside of
Canada, including the New England Journal of Medicine and The Lancet,
periodically included articles on the differences within the CMA on the
privatization issue (for example, Angell 2008; Steinbrook 2006). The
CMA submission to the Romanow Commission dealt with this issue in
the following terms:

Health care is delivered mainly by private providers including physicians,
pharmacists, private not-for-profit hospitals, private long-term care fa-
cilities, private diagnostic and testing facilities, rehabilitation centres....
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This significant level of private-sector delivery has served Canada well.
Accordingly, the CMA supports a continuing and major role for the private
sector in the delivery of health care. However, we are not proposing a parallel
private system. (CMA 2002, 38; emphasis added)

In 2010, the CMA released a wide-ranging policy statement, Health Care
Transformation in Canada. The culmination of almost 10 years of homework,
the Transformation document is the vehicle through which the CMA is
currently engaging the public and other interest groups. The document
notes that although Canada’s health-care system is valued by its citizens,

it is increasingly recognized that the system is inadequate to meet 21st
Century needs and is in urgent need of reform. Canadians wait too long for
care. Care providers feel overworked and discouraged. There are insuffi-
cient mechanisms to monitor system performance. Technical support needs
modernizing. (iv)

A crucial part of the diagnosis involves value for money:

Canada’s care system is under-performing on several key measures, such as
timely access, despite the large amounts we spend on health care. Experts
agree that Canada’s current health care system is not delivering the level
of care that other industrialized countries now enjoy.... New governance
models should be considered to improve both system effectiveness and
accountability. (4)

The CMA’s cure involves modernizing the Canada Health Act (putting more
teeth into the existing five principles); adding new principles (patient-
centred care and sustainability); creating a charter of patient-centred
care; changing incentives to enhance access and improve quality of care;
enhancing patient access along the continuum of care including universal
access to prescription drugs and continuing care outside acute care facili-
ties; helping providers help patients by ensuring Canada has an adequate
supply of health human resources and more effective adoption of health
information technologies; and building accountability / responsibility at
all levels with the need for system accountability and system steward-
ship (2010, 7). In releasing the report, the CMA proclaimed its “readiness
to take a leadership position in confronting the hard choices required to
make health care work better for Canadians” (2011b, iii).

Between January and June 2011, the CMA held a national public
dialogue online (www.healthcaretransformation.ca) and a series of six
forums in partnership with Maclean’s, L'actualité, and the cable Public
Affairs Channel. The CMA action plan was thrown off course when the
federal government announced, in December 2011, its intention to renew
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the Canada Health Transfer until 2024 without federal-provincial discus-
sion or public consultation.

The CMA and provincial medical associations are not without their
critics (for example, Lewis 2010). Critics argue that the physician com-
munity, as the most powerful force in the Canadian health-care system,
attempts to influence the direction of reform without recognizing that
their behaviour plays a large role in the performance of the health-care
system. We saw earlier that among the six cases that mattered most to
physicians, all were decided within the parameters of what the doctors
found acceptable.

The CMA’s Transformation document calls for massive reform including
the opening up of existing federal and provincial law. It seems a stretch
to expect such a result. Yet organized medicine has assets that govern-
ments lack: the trust of the public, the knowledge of how things work
on the ground, and a time horizon that is not determined by four-year
election cycles at best. As the steps to date indicate, the CMA is not short
of money in the pursuit of its goals. It is unlikely that government, or
any other institution, would be able to lead a substantial reform without
the backing of the physician community. But no government seems to be
thinking about reform on the scale that the CMA has been advocating.

CONCLUSIONS

Two factors—newly elected governments with strong election commit-
ments and fiscal crisis—interacted in P1 to encourage certain types of
reform, particularly those focused on cost containment or efficiency. In
P2, with the exception of the Ontario Liberal Party, newly formed gov-
ernments made few campaign commitments to reform health care. The
fiscal motive was also lacking. Indeed, the fiscal conditions experienced
through most of P2 might have led governments to widen the scope of
Canada-wide insurance to include catastrophic drug costs or home care,
if not both. The Kirby Committee and Romanow Commission had recom-
mended such action, and governments had money. In fact, the 2003 First
Ministers” Accord on Health Care Renewal, in reflecting on the work of
these and other bodies, declared that “these studies reflect a great con-
vergence on the value of our publicly funded health system, the need for
reform, and on the priorities for reform: particularly primary health care,
home care, catastrophic drug coverage...” (First Ministers” Meeting 2003,
1). The emphasis on insuring drug coverage and home care was repeated
in the First Ministers’ 2004 Accord. But the trend from left to right did
not support what fiscal conditions allowed. In fact, the scope of Canada-
wide health insurance was not expanded during P2. However, the trend
to the political right did not lead to a significant shift toward counter-
consensus reform. The new conservative governments were careful not
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to stir up public opinion, which was still seen as very protective of the
core principles of the Canada Health Act and the values embedded in it.

During P1, public opinion worked to minimize changes to medicare
except those that would enlarge it. In P2, the public was more open to a
role for private for-profit clinics and hospitals within a publicly funded
system rather than a parallel track in competition with the public system.
Oninsurance it still preferred single payer but appeared open to flexibility
in exceptional circumstances.

In sum, the absence of strong political commitments, a fiscal situation
that did not demand reform, and a Supreme Court decision that did not
have much influence beyond Quebec, meant that exogenous factors were
a lesser spur to efficiency and effectiveness reforms (those in the govern-
ance and financial arrangements cluster) in P2 than they were in P1. At
the same time, the shift in public opinion allowed slightly more room for
reform in the delivery and program content cluster.

Endogenous factors were largely the same in P2 as in P1. Federal-
provincial relations were less confrontational, but this did not seem
to have much impact on health reform. The intertwining of provincial
medical associations and provincial health ministries continued and seem-
ingly intensified. This relationship signalled incrementalism as the most
likely path for health-care reform. Indeed, while the Canadian Medical
Association urged transformation of Canada’s health-care system, as 2012
drew to a close, it could not find a government partner that was willing
and able to dance with it.

NoOTES

1. Ontario developed an alternative mechanism for funding hospitals but chose
not to introduce it except at the margin during P2.

2. The Quebec legislation also creates some space for purely private-for-profit
delivery. The constraints on that option suggest that it may grow slowly, if
at all.

3. In P2, there was one Change in government in each province except in
Newfoundland and Labrador, which had two (election of a new Conservative
government in 2003 led by Danny Williams and election of Kathy Dunderdale
as Conservative leader in 2010). Although falling within the 2011 frame,
Alison Redford’s government is excluded. She was elected as leader of the
Progressive Conservative Party in Alberta in October 2011, leaving little
time to introduce reforms. In P1, Quebec had four changes of government
(Parizeau, Bouchard, and Landry PQ premiers from 1994 to 2003 and election
of the Liberals in 2003). Newfoundland and Labrador had three governments
(election of Liberals in 1989 under Clyde Wells followed by premiers Brian
Tobin and Roger Grimes). Ontario also had three governments (election of
NDP under Bob Rae in 1990, election of Progressive Conservatives in 1995
under Mike Harris and then under Ernie Eves in April 2002, until defeated
in October 2003). Saskatchewan had two changes (election of NDP in 1991
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10.

11.

under Roy Romanow and in 2001 under Lorne Calvert). The formation of
the Klein government was the sole change in Alberta.

There were fewer changes of party leaders within governing parties in P2
compared to P1.

It would have been ideal to have similar studies done at the end of 2003, but
we are not aware of others of similar scope and quality that coincided with
the end of P1.

In 1988 and 1998 it asked Canadians, Americans, and Britons which of the
following three statements about their health-care system best reflected their
views: “On the whole, the health care system: 1) works pretty well and only
minor changes are necessary; 2) There are some good things in our health
care system but fundamental changes are needed; 3) Our health care system
has so much wrong that we need to completely rebuild.” In 1988, 56 percent
of Canadians identified with the first category. In the US and UK, the com-
parable figures were 10 and 27 percent. In 1998, the US and UK figures were
17 and 25 percent. In Canada, the spending freeze had seemingly taken its
toll and the figure had declined to 20 percent (Mendelsohn 2002, Figure 19).
What Canadians wanted was for the problem to be fixed.

When the Regina Qu’Appelle Regional Health Authority entered into a
contract to have surgeries contracted out and issued a request for proposals
for a contract on imaging, the CUPE local argued that these actions violated
the terms of the employer-employee collective agreement, leading to arbitra-
tion. At issue, in part, was whether the RHA approach was cost-effective.
The arbitration award came down on the employer side for the short run but
not for the long term (Ish 2010).

The Alberta Friends of Medicare, for example, actively encouraged members
to be in touch with all candidates for the leadership of the Alberta Progressive
Conservative Party during its 2011 leadership contest.

The Ontario Health Coalition (2010) urged the McGuinty government to make
fundamental structural changes to the Local Health Integration Networks.
The argument was not accurate. The federal cuts were announced in 1995 and
began to take effect in 1996/97 whereas public concerns about service had
begun earlier. The period of provincial retrenchment that began in 1991/92
was more closely linked with complaints about health-care services.
Indirectly, however, the CMA played a major role in the wait-times issue by
sponsoring and financing the annual Taming of the Queue conferences and
creating the Wait Times Alliance (http:/ / www.waittimealliance.ca/index.

htm).



CHAPTER 12

ProsprecTs FOR HEALTH-CARE
PoLicy REFORM

HARVEY LAZAR AND PIERRE-GERLIER FOREST

INTRODUCTION

This book began with a series of questions about the difficulties in re-
forming health care in Canada. The underlying assumption about the
meagre extent of reform was confirmed in each of the four policy domains
we studied. To shed light on why this was so, we undertook several kinds
of comparisons: by factor (or influence), by issue, by phase, by direction
(consensus or counter-consensus reform), by province, and by technical
complexity. As expected, the paucity of reform was due mainly to the
resistance of those actors in each of the four domains who benefited
most from the status quo. These actors had the political clout to hang on
to the turf they occupied or, where they could not, they generally were
able to steer the direction of the reform process to a destination that was
acceptable to the interests they represented and at a pace that minimized
the disruption to those interests.

The comparative analysis suggested several patterns in the decision
process. One was in the factors associated with the different policy reform
domains. Elites dominated the governance arrangements and financial
arrangements domains. Indeed, on some issues in that grouping, the
public and media were scarcely aware that there were important reform
matters to be decided. When it came to the delivery arrangements and
policy content domains, however, public opinion and civil society groups
purporting to speak for large sectors of the public played a significant role.

There was also a pattern in the factors associated with the different
phases of reform. The media, civil society groups, and the public were
key actors in causing issues in the delivery arrangements and policy
content domains to reach the governmental agenda. They had less influ-
ence on policy choice in this grouping and on issues that had substantial
technical content.
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The comparative analysis pointed to key variables associated with the
relatively few cases of large reforms. These variables included the political
commitment of newly formed governments before gaining office (elec-
tion commitment), quick action on the promise once in office, and fiscal
crisis or perceived crisis.

The evidence also suggested that political ideology had a limited influ-
ence on the 30 cases we studied.

We extended our 1990-2003 analysis backward to 1945-1989 in chapter
10 and forward to 2004-2011 in chapter 11. In this chapter we consider
the future. We do not predict, forecast, or express a preference for what
will happen. The focus is on the broad reform trajectories associated with
the issues we have examined and the reform possibilities associated with
those trajectories.

In this last chapter, the past thus speaks to the future. What do our stud-
ies of health-care policy reform in the past suggest about the prospects
for health-care policy reform going forward? In asking this question, we
recall that policy reform is only one of several ways in which health care
in Canada can and does change. New breakthroughs in medical science
and medical technology can and do improve diagnosis and treatment
without government involvement except, importantly, for paying most
of the bills. Developments in information and communications technol-
ogy create different tools for managing health systems and coordinating
case files. These kinds of structural factors are always present, creating
possibilities for improvements in health care in Canada.

The evidence in this book suggests that the chances of reform on a
very large scale—the proverbial big bang—are slim at best. Some of the
conditions that might enable such transformative events to occur are
also ones that a majority of Canadians would not vote for if they had a
choice. It took the Great Depression and the Second World War to create
the political climate in Canada that enabled a new innovative postwar
social contract among Canadians. The case study evidence suggests that,
in the future, ideologically driven, large-scale reform of this ilk is most
unlikely and in any event impossible to predict with a level of certainty
that is useful to policy makers. The most that we would venture beyond
this generalization is that breakthroughs in medical science or technology
(Schipper, Pai, and Swain 2008), or breakthroughs in the management of
highly complex systems, may well create health-care policy choices that
could overcome political ideologies linked to the status quo. We saw how
difficult it was to introduce for-profit delivery in Alberta and Ontario
despite the predispositions of the Klein and Harris/Eves governments
(chapters 3 and 5). The cases also suggest that political commitment and
administrative preparedness were stronger predictors of policy direction
than left/right political orientation (chapter 9).

Health policy was one of a long list of big reforms that Ottawa pro-
posed to the provinces and the country at the Dominion-Provincial
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Reconstruction Conference in 1945. Ottawa’s public health proposals
and its offer to help expand delivery capacity of the health sector were
well received by affected interests and provinces. In contrast, the health
insurance proposals were contentious, especially with provincial gov-
ernments. Ottawa’s call for universal, comprehensive, publicly financed
and provincially administered hospital services, medical services, home
care (“visiting nurses”), prescription drugs, dental care, and laboratory
testing won support only from the governments of Saskatchewan and
Manitoba (and Manitoba’s position did not last long). Almost all remain-
ing provinces were opposed (including Alberta, Ontario, and Quebec)
or appeared to be (using their apparent opposition to try to improve the
financial arrangements Ottawa was proposing). There was some resist-
ance by health-care providers and institutions. It took a quarter century
to achieve a portion of what was proposed in 1945—Canada-wide hospital
and medical insurance.

Fast-forwarding, none of the other health-care services that were raised
at the 1945 conference continue to have a prominent place on the Canada-
wide agenda today (2013).! These issues have not necessarily become
unimportant. But for any of them to reappear on a Canada-wide agenda,
the surrounding narrative would have to reflect contemporary reality. The
arguments of principle may not have changed much, but the setting has.

The last substantial Canada-wide government-led effort to reform
health-care policy on a large scale came apart when the federal Liberal
government lost the 2006 general election. At the provincial level, the
Ontario Liberal government under the leadership of Dalton McGuinty
(2003-2013) was the sole party among the five provinces that we studied
that had a wide and substantial reform agenda in the 2004-2011 period.

Looking beyond government for national leadership, the Canadian
Medical Association (CMA) and the Canadian Health Coalition (CHC)
have been promoting large reform for more than a decade. Beginning with
its 2002 proposals to the Romanow Commission and the Senate Committee
chaired by Senator Kirby, the CMA developed a wide-ranging set of pro-
posals that (it contends) represent transformative change (chapter 11, 302-
4). The CMA subsequently sponsored cross-country consultations (CMA
2011a). But it has not yet found a government willing to seriously debate
its sweeping proposals. As for the CHC, it has long fought to protect
Canada-wide health-care benefits and to safeguard the status of unionized
health-care workers by resisting calls for more for-profit delivery. At the
time of the Romanow and Kirby reports and subsequently, it called for
an extension of health-care benefits (universal drug coverage, home care,
more provision for needs of seniors, etc.). The CHC had fewer financial
resources with which to sell its proposals to the Canadian public than the
CMA, butit did have a wide network of affiliates. The CHC and its affili-
ates have been better at protecting their turf than extending it, however.

Without reform on a grand scale, there is still much room for sub-
stantial government-led and government-supported reform, especially
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at the provincial level. The size and sensitivity of health care mean that
provincial governments will always have some health-care issues on their
agendas. Some reform proposals will be blocked by established interests,
and others will lead to minor adjustments of the status quo. Some reforms
will begin small but accumulate over time, while others will fade. A few
may be on a scale that resembles what we have called comprehensive
reform, but our research suggests that they are likely to be rare.

The rest of this chapter proceeds as follows. First we discuss key points
from the 15 cases in the “elite” cluster. It will be recalled that we used this
term in characterizing governance and financial arrangements. Reforms
in these two domains were dominated by leaders in government, medical
associations, and the research community to the exclusion of civil society
groups, the media, and public opinion. For this grouping of cases, our
main focus is on the lack of transparency in the decision process. The
transparency issue in the governance and financial arrangements cluster
merits attention by those interested in the future of health care in Canada.

Delivery arrangements and program content are part of the same cluster
because they touch people directly, unlike the governance and financial
arrangements cluster. However, delivery arrangements and program
content are also different enough from one another to merit discussion
under separate headings below.

Our analysis for program content is more detailed than it is for the
other policy domains. Macro-level data enable us to see which policy
paradigms (specifically payment paradigms) have been growing in rela-
tive terms and which have been declining. Each paradigm represents a
set of values that is distinct from the others and thus conveys a values-
influenced direction. We were struck by the role that default positions and
tipping points, in conjunction with constitutional considerations, played
in this process. We explore these patterns from a historical perspective in
annex 3. In this chapter, we consider possible trajectories of the payment
paradigms going forward.

Finally, we discuss the relationship between federalism and program
reform. The Conservative government has been pursuing a different ap-
proach to health-care reform than its predecessors dating all the way back
to 1945. What difference has it made? What difference might it make for
policy reform in the years to come?

(GOVERNANCE AND FINANCIAL ARRANGEMENTS PoLicy DoMAINS

Analysis in earlier chapters showed that policy reforms relating to the
governance of health care and its financial arrangements were mainly
influenced by elites. The elites with influence varied from one policy
issue to another.

In the governance domain, we studied regionalization. On this issue,
provincial political leaders, with the support of their public servants,
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exercised a strong influence on policy reform. The differences in provincial
approaches to regionalization were based less on broad principle than
on conditions within individual provinces at a moment in time. Where
there was resistance it was mainly from some hospital elites (not all),
and they were more powerful in some provinces (e.g., Ontario) than in
others (e.g., Quebec). Provincial medical associations by and large were
not visibly involved. But medical associations were known to be firmly
opposed to the regionalization of provincial medical care budgets. Rather
than face this opposition and slow the regionalization process, provincial
governments chose to retain medical care budgets at the provincial level.

We studied two issues in the financial arrangements domain: needs-
based funding and alternative payment plans. Political elites exercised
broad oversight over needs-based funding. Within this framework the
research community played a very large role in working through the
substantive aspects of this issue owing to its technical complexity. The
level of complexity will likely continue to shape policy reform on this
issue going forward.

The alternative payment plans (APP) issue was our window into the
wider concern about primary care reform. On this issue, reform was
determined by the interactions between political leaders and provincial
medical associations. The evidence suggested that it was the medical as-
sociations that determined the nature and pace of reform. We enlarge on
the influence of provincial medical associations here.

Physicians have significant influence on health-related policy in most
countries. But in Canada, they exercise an unusual degree of influence
owing to decisions of provincial governments that date back to the 1960s
and early 1970s. At that time, provincial governments bought into the fee
schedule of insurance companies owned or approved by the provincial
medical associations. We have seen how that one decision inexorably led
to second and third decisions on such issues as the number of physicians
able to bill governments and the intensity of physician usage of the fee
schedule. Master agreements between medical associations /unions and
health ministries now fill dozens of pages describing large and complex
relationships. Writing 15 years ago, Tuohy (1999, 30) observed that
Canadian medicare

rested from its inception in the 1960s on a fundamental accommodation
between the medical profession and the state, under which physicians
retained their status as independent professionals, trading off a degree of
entrepreneurial freedom (particularly over price...) in order to retain sub-
stantial collective and individual autonomy in clinical matters.

Our findings are similar to Tuohy’s and the earlier work by Lomas,
Charles, and Grew (1992).

Exclusivity and insufficient transparency appear to be the main
governance-related policy reform issues arising from the relationship
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between the medical profession and the provincial state. We italicize
appear to draw attention to the fact that, regrettably, we do not know
what we do not know. There is some degree of accountability: physician
fee schedules are generally available to the public even if not easy for
the lay person to understand. Moreover, the close relationship between
provincial medical associations and provincial health ministries helps to
make health care work. Our concern is the exclusivity and opaqueness
of physician-ministry arrangements. For example, how does the public
assess broad mandates set out in master agreements between provincial
health ministries and provincial medical associations that call on medical
associations and ministry staffs to work together to improve health care
and accountability? Physician representatives are also a part of more
specific mandates like the manner in which primary care is structured,
methods of compensation, rural health, Aboriginal health, telehealth, and
electronic records. At a minimum, these relationships provide the medical
associations with insider status in respect of policy and program changes
that affect physician interests. Such insider knowledge is not available
to other provider organizations or to the public. Even the physicians’
voice acknowledges that something is askew. The CMA Advisory Panel
on Resourcing Options used the terms “unaware” and “in the dark” to
describe the public’s knowledge of evolving payment arrangements for
physician compensation and hospital budgeting (CMA 2011a, 9).

Chapter 8 showed that provincial medical associations effectively
blocked some consensus reforms that directly affected physician interests
and steered others to destinations that were safe ground for physicians.
Chapter 9 showed that there was little or no transparency on the three
governance and financial issues that we studied. During a period of big
reform, these arrangements were a part of the price that was paid to
ensure the continuing commitment of physicians to their practices. In
particular, provincial governments adopted fee schedules approved by the
medical associations to reassure physicians that their remuneration and
professional autonomy were not in jeopardy (Tuohy 1999, 55-56, 204-7).

With respect to the future role of physicians in the governance of health
care, the CMA’s Advisory Panel wrote,

Reform clearly cannot be effective without their buy-in and co-operation,
but we look to them to carry out a more positive role. We believe physicians
have insights into how the system could provide greater value for money.
At the same time, they must embark on change within their own ranks [emphasis
added]. Central to this will be examining such issues as their interaction
with the system, the organization of their practices, and their status—unique
among OECD countries—as independent agents in a publicly funded health
care system. (CMA 2011a, 6)

The evidence of this book points in a similar direction. Canadian phys-
icians are accustomed to practicing medicine in a certain way that reflects
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their history. Calls for reform, such as more group multidisciplinary
practices and fewer solo practices, have been around for a long time. The
evidence shows that these calls had little influence on physician practice
during our study period. Support for reform grew during the update
years, although more in some provinces (Ontario and Alberta) than in
others (Saskatchewan).

The Canadian Medical Association, through its Advisory Panel, has
recognized the need for change in the ranks of physicians. Canadians
should pay attention to the way in which the physician community
responds to this challenge. They should also insist on enhanced trans-
parency in relations between provincial health ministries and medical
associations.

DELIVERY ARRANGEMENTS
For-Profit Delivery

Little reform occurred on this issue during our study period (1990-2003),
and the reality did not change much during the update years (2004-2011).
The newly elected, mainly conservative provincial governments of the
early and mid-2000s were cautious about tackling this issue, possibly
wary of an adverse political reaction. Certainly, civil society groups were
vigilant in resisting change. Unionized health-care providers were an
important part of these civil society groups. They had as much reason
to protect their interests in the status quo as did physicians. Where for-
profit delivery reforms were introduced, it was typically in locations with
shortages in beds or imaging equipment. In some such cases, regional
authorities entered into contracts with for-profit clinics or testing facilities
to supply some of the delivery capacity that was lacking in the public sec-
tor (e.g., Saskatchewan Surgical Care Network initiatives). The for-profit
firms were not normally able to charge more than the amount received
by not-for-profit hospitals for comparable services. In this sense, the for-
profit suppliers were part of the public sector and not its competitors.

Wait Times

Some progress has occurred since the first ministers made wait times a
priority in the 2003 and 2004 health accords. At that time they also agreed
on five procedures that should receive immediate attention. On those
procedures there was further agreement on performance indicators and
benchmark time frames. The 2004 accord called on the Canadian Institute
for Health Information to “report on progress on wait times across juris-
dictions” (First Ministers” Meeting 2004, 3).
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But almost a decade later, CIHI (2013, 7) reported,

More Canadians received priority procedures in 2012 than in any other
year, with notable increases in joint replacement and radiation therapy.
Yet the proportions receiving care within benchmark time frames have not
improved since 2010. Provinces did not attain the target—90% of priority
procedures—within the benchmark time frames in any priority area except
radiation therapy.

CIHI also found that Canada was still lagging other developed coun-
tries on wait times (2013, 1). The physician-led Wait Times Alliance has
proposed more ambitious benchmark targets than the ones that health
ministries are using.

ProGraM CONTENT

Here we discuss factors that may influence health-care program reform
going forward. Our focus is on “who” pays and for “which” services. Since
the 1940s, three competing payment paradigms have been present in our
health-care systems. As outlined at the beginning of this book (chapter 1,
p. 14), the paradigms can be seen as two intersecting axes of policy choice
with public payment and private payment at opposite ends of a political
left/ political right continuum and various mixes of public payment and
private payment occupying intermediate points. For cases where public
payment is salient, a second axis reflects the question of who decides. Is
it each jurisdiction alone, or does the decision-making involve the federal
government in partnership with provinces and territories?

The three payment paradigms are private payment, provincial/ter-
ritorial payment, and Canada-wide public payment. A Canada-wide
private payment system was introduced in the 1950s and 1960s through
the Canadian Medical Association and its provincial divisions. It became
redundant, however, after the federal Medical Care Act was passed in 1966.

The Values Embedded in the Paradigms

Canada-wide public payment is the paradigm that has governed hospital
and medical services for decades. Expenses are first-dollar covered, and
access to services is not income-related. Priority of access is determined
by urgency of need and not financial wherewithal. Equal access is in this
sense the holy grail of medicare. The revenue for these services comes
mainly from provincial consolidated-revenue funds. High-income house-
holds contribute more than low-income households to these funds, and
so the expenditure side of medicare programs is broadly redistributive.
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The extent of redistribution is, however, based on a host of other factors
unique to each jurisdiction including its distribution of income before
and after taxes and transfers.

Around 20 percent of provincial/ territorial (P/T) health-care funding
comes from the federal government in the form of the Canada Health
Transfer.? Since Ottawa collects more revenue per capita from the more
affluent provinces than the less affluent, this interjurisdictional realloca-
tion adds to the progressivity of the Canada-wide paradigm. Furthermore,
for the most part, provinces and territories accept the criterion in the CHA
that makes medicare benefits “portable” from jurisdiction to jurisdiction.?
The combination of interjurisdictional reallocation through Ottawa and
the portability provisions of the CHA has served to strengthen the idea
that there are social rights of Canadian citizenship and thus the building
of Canada as a nation politically.

Private payment speaks to the importance of values like personal re-
sponsibility and personal choice, and the efficiencies inherent in markets.
Private payments include out-of-pocket payments by households and
payments by insurance companies.* Private payments were the source
of funds for 30.3 percent of total health-care expenditures in 2010 (CTHI
2012, 11). Out-of-pocket private payments were estimated to constitute
a larger share of expenditures under this paradigm (49.1 percent) than
insurance payments (39.8 percent). The insurance share grew faster,
however (ibid., 17).

Notwithstanding its focus on the word “private,” the private payment
paradigm involves a role for government in at least two ways. First is
through the income tax system. Among other things, the income tax sys-
tem includes non-refundable tax credits that allow taxpayers to exclude
a portion of their expenses for health-care premiums and uninsured
health-care services from their income taxes otherwise payable. It also
includes several disability-related provisions. This tax relief is determined
mainly at the federal level. Second, provincial governments pay for all or
some of the health-care costs of many persons who are unable to pay for
care that is not covered by medicare. In 2010, prescription drugs, dental
care, and institutional care other than care delivered by hospitals were
the three largest uses of private funds (CIHI 2012, 20).

The provincial/territorial payment paradigm involves health services,
other than hospital and medical services, that provinces and territories
pay for. These services do not involve first-dollar coverage and are paid for
mainly by a combination of P/ T and private payers. Accessibility to these
services is often linked to a household income test that includes premiums,
deductibles, and copayments. Our case studies of drug coverage showed
arange of ways that P/ T and private funding can be combined to pay for
health-care costs. These health-care services reflect the constitutional role
assigned to the provinces and territories rather than the nation-building
objectives associated with hospital and medical insurance.
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In sum, the Canada-wide payment paradigm can be thought of as
redistributive among individuals and across provinces, and as aimed
politically at nation building. Private payment aims to encourage self-
reliance and political choice. The provincial / territorial payment paradigm
emphasizes the constitutional distribution of powers and the autonomy
of the individual jurisdictions. It can be more or less redistributive.

Inaction Is Not Neutral

The trend among these three payment paradigms is one way of getting a
sense of the trajectory of health-care reform.’ Based on CIHI data, Table
12.1 displays the trends in health-care expenditure among the three
paradigms beginning in 1975. This is a convenient starting point for us
because by then the Canada-wide hospital and medical programs were
both up and running.

TABLE 12.1
Shares of Total Health Expenditures Allocated to Private Payment, Provincial/Territorial
Payment, and Canada-wide Public Payment

Year Canada-wide Private P/T
Public Payment Payment Payments*
1975 57.0 23.8 19.3
1980 53.0 245 225
1990 50.4 255 24.0
2000 40.2 29.8 30.0
2005 39.1 299 31.0
2010 40.5 29.5 30.0

Note: *The data in this column include expenditures on all “public sector sources other than
Canada-wide.” Around 93-94 percent of these amounts are provincial/territorial (P/T), and
we use these percentages as a proxy for actual P/T expenditure. The remaining 6 to 7 percent
includes items such as direct federal, municipal, and social security funds; capital investment;
and federal expenditures on research.

Source: CIHI (2011b), National Health Expenditure Trends, 1975 to 2011, and calculations pro-
vided by CIHI researchers dated 3 July 2013.

In 1975 public expenditures on hospital and medical insurance ac-
counted for an estimated 57 percent of total health expenditures in
Canada. These expenditures were governed by provincial health insurance
statutes that reflected the criteria set out in the Canada Health Act. Public
expenditures outside the CHA framework accounted for 19.3 percent of
total health expenditure payments. Almost all of this was accounted for
by P/T expenditures. Private payments accounted for 23.8 percent of
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the total. In 1990, the comparable percentages were 50.4 Canada-wide
public payment, 25.5 private payment, and 24.0 P/T payment. During
this 1975-1990 period, the share of Canada-wide payments thus fell by
6.6 percentage points. P/ T payments grew faster than private payments.

Between 1991 and 2010, the Canada-wide programs fell further in rela-
tive terms to 40.5 percent. P/ T expenditures rose as a share of the total
expenditures to 30 percent, and private expenditures grew to 29.5 percent.
In this period the relative decline in Canada-wide payment programs was
shared by roughly equal increases in the P/T payment and private pay-
ment paradigms. Expenditure shifts among these three paradigms have
been relatively small since 2000. However, since health care constitutes
almost 12 percent of gross domestic product (it was 7 percent in 1975 and
9 percent in 1990), even small shifts among the paradigms may involve
large absolute numbers (CIHI 2012, 9).

The fact that medicare covers all medically necessary hospital and med-
ical services and none of the costs of other services like prescription drugs
and home care has adverse consequences for equity among Canadians.
Certainly, no knowledgeable person would design the CHA and provincial
health insurance as it is today if starting from scratch. But Canadians are
reluctant to open a debate that touches the CHA. Ironically, this public
regard for the CHA could result in medicare becoming progressively less
relevant to our health-care future.

TRAJECTORIES FOR THE THREE PARADIGMS

In this section, we discuss the broad trajectories of these paradigms in
recent decades and what they may mean for the future.

Canada-wide Public Payment

When the idea of countrywide, public health insurance was first mooted
seriously in the 1940s, it represented a very big change from the policy
status quo. The purpose was set out by the minister of national health and
welfare at the 1945 Dominion-Provincial Conference on Reconstruction.
Ottawa’s proposal was that all Canadians be insured against the costs
of sickness and injury through a plan that it would jointly finance with
the provinces. In a first stage, the plan would cover general practitioner
services, hospital care, and visiting nursing services and, in later stages,
medical and nursing services not insured in the first stage, dental care,
pharmaceuticals, and laboratory tests. The inducement for obtaining
provincial concurrence was money. Ottawa would provide grants to
the provinces on condition that each province in turn would establish a
health insurance plan that met certain conditions. This sweeping proposal
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aimed “to remove the disparities in standards of health service in differ-
ent parts of Canada, to avoid the risks of sudden heavy expenditures,
and distribute health costs more widely and equitably, and above all, to
obtain the benefits of better health for the great majority of our people”
(Dominion-Provincial Conference 1946, 90).

In the quarter century that followed, the proponents of Canada-wide
public payment had their ups and downs. The existing literature provides
much detail (Maioni 1998; Martin 1985; Taylor 2009; Tuohy 1999). The
point we want to emphasize here is that the policy reforms that led to
Canada-wide hospital and medical insurance were not inevitable. In annex
3, we summarize the process that led to the two legislative landmarks,
the Hospital Insurance and Diagnostic Services Act (1957) and the Medical
Care Act (1966). The annex shows that each of the three paradigms had
significant support and that historical “accident” played an important
role in the outcomes. With only a few differences on the ground, the tip-
ping points that were reached for hospital and medical insurance might
not have been reached when the reform windows opened. The outcomes
might have been very different. Other 1945 proposals, such as Canada-
wide insurance for prescription drugs, home care, and dental care, have
not been implemented since first proposed many years ago.

It may seem archaic to mention dental care in this discussion as it has
been off the federal-provincial governmental agenda for a long time. For
universal, Canada-wide, publicly funded dental care, there was no open
window or tipping point after the 1945 Green Book on Reconstruction.
Some reform causes do not get a second chance. Dental care is perhaps
the best example of the private payment paradigm.

In contrast, the idea of creating a countrywide prescription drug
program and home care programs did not fall off the federal-provincial
agenda entirely. Prescription drugs came close to fruition. The reports of
the National Forum on Health, the Senate Committee chaired by Kirby,
and the Romanow Commission (late 1990s—early 2000s) proposed the
idea of national drug insurance. But by that time federal-provincial fiscal
relations had become dysfunctional owing to the ongoing fiscal dispute
between federal and P/ T governments about the adequacy or inadequacy
of federal cash transfer payments to the provinces (Lazar et al. 2005, 41-
44; Marchildon 2004, 2-6). Prescription drugs were on the agenda of First
Ministers” Meetings in 2000, 2003, 2004, and 2006. In 2003 Ottawa created
anew Health Reform Fund (finances incremental to the CHT) targeted at
helping provinces meet ongoing needs in three priority areas—primary
care, home care, and prescription drugs (First Ministers’ Meeting 2003).
In 2004, the federal/provincial/territorial first ministers directed their
ministers of health to “develop, assess and cost options for catastrophic
pharmaceutical coverage” and report by 30 June 2006 (First Ministers’
Meeting 2004, 7). But most P/T governments stalled on their commit-
ments, preferring to await the outcome of the ongoing power struggle
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between the Chrétien and Martin forces within the federal Liberal Party
and then the results of the general elections of 2004 and 2006. No new
coordinated federal-provincial legislative action on drug insurance has
been taken since then.

Around 90 percent (Canadian Centre for Policy Alternatives 2002, 37) or
more (Fraser Institute 2002) of Canadians carry some measure of prescrip-
tion drug insurance through private plans, provincial plans, or federal
plans (including for Aboriginal peoples, RCMP, and Canadian Forces).
In 2012 the Senate Committee on Social Affairs, Science and Technology
reported that all but a few of the smallest jurisdictions had “made efforts
to establish universal catastrophic-drug-coverage programs for their cit-
izens” (Standing Senate Committee 2012b, 54). A larger concern, however,
was variability in coverage. The Senate Committee cited witnesses who
had observed “significant and important disparities in the coverage of-
fered” across jurisdictions (ibid., 54-55). The committee continued (55),

There is still clear evidence that many Canadians are foregoing filling
prescriptions due to their costs.... Witnesses explained that a lack of out-of-
hospital drug coverage meant that many were choosing to stay in hospital
to avoid these costs. They concluded that this lack of uniform universal cat-
astrophic drug coverage across jurisdictions created inequities that resulted
in negative health outcomes for Canadians and undermined the principles
of the Canada Health Act.

Notwithstanding the Senate Committee, the political incentive for the
Government of Canada to launch a new Canada-wide drug insurance
program through a targeted federal transfer payment to the provinces
is questionable. Much of the monies transferred would simply displace
provincial coverage and flow through to the bottom line of the P/ T con-
solidated revenue funds.

Itis possible to imagine a Canada-wide drug insurance program in the
medium or longer term paid for by the federal government directly. Such
a policy would be consistent with the government’s focus on clarifying
roles and responsibilities. The federal government already has extensive
responsibilities for regulating pharmaceuticals, including authorizing
their entry to the market based on assessments of drug safety, efficacy,
and quality as well as regulating manufacturers’ prices through the Patent
Act and appointment of the Patented Medicines Prices Review Board.
The Conservative government has shown little overt interest in publicly
funded drug insurance since it came to office in 2006. It is noteworthy,
however, that the 2004 Conservative election platform stated that the party
would “propose to the provinces a federal program for catastrophic drug
coverage” (Conservative Party 2004, 27). But the possibility of a Canada-
wide drug plan is just that—a possibility down the road. A Canada-wide
drug plan is not on the federal government’s current agenda.
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The Canada-wide payment paradigm, as reflected in its share of total
health-care expenditures, followed a downward slope almost from the
time of the inception of Established Programs Financing in 1977 until the
late 1990s. Since then it has remained relatively flat, covering approxi-
mately 40 percent of total health expenditures in Canada. Another way of
describing these trends is that following the cuts in federal health-related
transfer payments to the provinces and territories beginning in 1996, and
the gradual restoration of this funding starting soon thereafter, the big
picture has stabilized. In either interpretation, the above discussion on
drugs notwithstanding, the prospects for an extension of the Canada-wide
paradigm are not strong.

The Canada-wide paradigm relies on the leadership of the govern-
ment in Ottawa. The political parties historically most associated with
Canada-wide medicare are in a different space now. The federal Liberal
party is the third party in the House of Commons. The opposition NDP
caucus has more MPs from Quebec than from the rest of Canada, and
Quebec has a universal plan (not first dollar). As long as the federal NDP
has substantial Quebec representation in its caucus, it is most unlikely to
open an issue that raises political sensibilities in that province.® As for the
Conservative Harper government, it has periodically affirmed its ongoing
commitment to many of the health-care policies and programs that were
in force when it first came to office. In 2012 this was done in the form of a
response to the report of the Standing Senate Committee on Social Affairs,
Science and Technology on its review of the 2004 first ministers’ 10-year
health accord (Government of Canada 2012). The government declared
its support for “PT health care delivery through fiscal transfers and tar-
geted programs,” its provision of “health care for certain populations,”
its funding of health research, and its role “in protecting and promoting
the health of Canadians” (ibid., 1). This response is interesting both for
what it does and does not say. What it does say is that the government
is committed to these key status quo policies and programs and in some
cases their improvement. What is missing is health-care policy reform.
By inaction more than action, there is paradigm freeze in Ottawa.

Private Payment Paradigm

Prior to the mid-1940s, payment for health-care services was mainly de-
termined through private arrangements between persons who required
care and health-care providers and institutions that provided these ser-
vices. There was little health-care insurance available privately or through
governments. Out-of-pocket payment was thus common. Sometimes
providers lowered their fees or accepted payment in kind for patients
who had trouble meeting their bills. Governments sometimes subsidized
the expenses of persons with little or no means who required treatment.
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Sometimes needed care was not provided. When governments did step
in it was the provincial or municipal government that did so, as the
Constitution assigned the great bulk of the authority to make laws on
health care to the provinces (and municipalities are the legal creatures
of provinces). In so doing the provinces were acting as funder of last
resort rather than as insurer. Put simply, for most Canadians the default
position on health care meant private payment—they were responsible
for paying their own way.

Private payment was not just about what the private sector should or
should not do. It was also about what the private sector could do. In fact,
private health-care insurance grew rapidly after it became clear that fed-
eral and provincial governments would not act quickly on the Green Book
proposals (Taylor 2009, 172-73). Commercial and not-for-profit insurers
offered hospital, surgical, and medical insurance both to individuals and
groups (employers for their employees). In most provinces, the provincial
medical association also sponsored its own not-for-profit insurer (Taylor
2009, 171). From the mid-1940s through to the mid-1950s, private insurers
had some wind in their sails.

The introduction of Canada-wide publicly financed hospital insurance
had a twofold effect. It eased the burden on persons who were paying out-
of-pocket for health-care services, and it effectively displaced commercial
health insurers from their largest health-care market.” When Parliament
enacted medical insurance, the effect was similar. The loss of the hospital
and medical insurance markets was the nadir of the private payment
paradigm and the corresponding apex of the Canada-wide paradigm.
In 1975, private payments accounted for 23.8 percent of total health-care
expenditures in Canada, and more than half of that share consisted of
out-of-pocket expenditures.

Despite these setbacks, the share of private payments did not fall.
Private insurers continued to compete for business in the markets that
remained open to them, such as prescription drugs, dental services,
physiotherapy, and vision care. When provincial governments exercised
fiscal restraint in the 1990s, the private payment share of total health ex-
penditures grew to 29.8 percent by 2000. As seen in Table 12.1, its share
has not fluctuated much since then.

Supporters of a greater role for the private payment paradigm hold
their views for disparate reasons. Some simply believe in the residual
state. As Church and Neale discuss in chapter 3, this position has been
part of the Alberta political culture for the entire period covered in this
book. Elsewhere, however, this ideological stand did not garner much
backing. Others point to lessons from history and the gradual replace-
ment of universal social programs with targeted ones such as old age
security benefits. For example, Bliss (2010, 1) proposes that “reimburse-
ment for healthcare in Canada now be on the basis of financial need, not
universality.”
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The main intellectual support for an enhanced private role in funding
health care is found in the public finance literature. It boils down to an
argument that without transferring some share of what is now publicly
funded to private provision, public deficit and debt levels will become in-
creasingly difficult to sustain. Health costs will continue to increase faster
than the growth in public revenues and accordingly will require higher
levels of taxation. Higher taxation will adversely influence economic
growth, resulting in a self-inflicted downward spiral in public finances.
This vicious cycle will be reinforced by related factors such as the aging
of the population and the introduction of new technologies that result in
better treatment of illness but at a high price. This chain of reasoning is
captured by the term “sustainability” (variously taken to mean economic
sustainability, political sustainability, or a combination of the two). This
thesis logically leads to the conclusion that increasing the role of private
finance in health care is a necessity (Dodge and Dion 2011, among others).

The sustainability thesis has attracted much attention from those who
worry about levels of taxation in Canada including finance ministries
and much of the business community. Yet Table 12.1 shows no growth
in the relative role of private finance in health care since 2000, and more
detailed CIHI numbers indicate that the private share in financing health
care has been more or less constant since 1997 (CIHI 2012, 12). Plainly, the
ideological, historical, and most importantly public finance arguments
in support of sustainability have not been able to tip the balance. In a
classical “he says she says” debate, supporters of a public finance para-
digm, especially the Canada-wide paradigm, counter each of the points
made in the sustainability thesis. For example, it is true that health-care
expenditures have risen as a share of P/ T expenditures but because of tax
cuts not growth in medicare costs (Canadian Doctors for Medicare 2011,
1-4). Public sector health-care costs in Canada are not high compared to
such costs in other countries (CIHI 2012, 67). The highest rate of increase
in health-care expenditures has been in pharmaceuticals, which are not
part of the Canada-wide medicare system (CIHI 2011e). It has also been
argued that the rising costs of health care will remain affordable because
they will be offset by productivity increases in other less labour-intensive
sectors (Baumol 2012).The “he says she says” debate suggests that para-
digm freeze is an apt description for policy issues in the financing of
health care in recent decades.

Recent (2012 and 2013) provincial budgets suggest that provincial gov-
ernments are determined to slow the growth of health-care spending but
not necessarily by relying on for-profit insurers or delivery agents. How
sustainable this provincial effort turns out to be remains to be seen. For
those who prefer the private payment paradigm, it must be disappointing
that after a decade of right-of-centre, mainly conservative governments
in Canada, there has been such limited reform in financing. Recalling
that the evidence of this book associates large reforms with a change of
government that has committed to reform when in opposition, the actors
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in the sustainability camp ought now be trying to convince opposition
parties as well as governments to commit to an enhanced role for private
finance. But the Canadian experience of recent decades is that no party,
whether right or left leaning, seeks office promising to leave more of the
costs of health care to the family and private sector.

The private payment paradigm seems unlikely to make large gains in
the absence of crisis or at least the perception of crisis.

Provincial Payment Paradigm

At the end of the Second World War, governmental decisions about
health-care governance, finance, and delivery rested mainly with provin-
cial governments. If there was to be publicly funded health insurance, it
would require provincial legislation. (The federal government had some
important health responsibilities, including the operation of a number of
hospitals for war veterans.)

Backers of the provincial payment paradigm held their views for one
of three reasons. One was simply that provincial payment was their pre-
ferred position. This represented the position of the government of Quebec
on many issues including hospital and medical insurance. Others were
attached to the idea of Canada-wide public payment for health care but
were willing to settle on provincial payment as preferable to continuing
with whatever private payment arrangements were in place. The govern-
ment of Saskatchewan provides examples in the hospital insurance case
and again in medical care. The third reason was the opposite. A backer of
provincial payment did so to pre-empt the possibility of a new Canada-
wide program. The government of Quebec legislated drug reform in 1996
not only for domestic reasons but also to make it harder for the federal
government to start a new shared-cost program and occupy this space.

There were grey zones. The “contracting out” arrangements for an
established program, jointly funded by federal and provincial govern-
ments, provide an example. Under federal law passed in 1965, a provincial
government could choose to receive a transfer payment from Ottawa
through the transfer of tax room instead of cash.®

On the hypothetical political left/political right axis we referred to
earlier, there were many intermediate points. The most common were
deductibles and copayments on those who qualified for a provincial
program. The Ontario and Quebec drug cases are examples. Provincially
mandated private coverage of health care is another example with the
Quebec drug case again an illustration.

The government of Quebec has arguably been the most consistent of
Canada’s jurisdictions in its approach to the trade-offs associated with
these two axes of policy choice. Over the decades, it has consistently
given more weight to the provincial payment/Canada-wide axis than the
public payment/ private payment axis (Quebec 1998). Protecting Quebec’s
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constitutional status has taken precedence over trade-offs between public
payment and private payment for health care.

The government of Alberta has also consistently favoured provincial
payment to Canada-wide payment. It has also been most consistent in
preferring more private arrangements than other jurisdictions.

The Maritime provinces, too, paid a lot of attention to this same inter-
governmental axis but for different reasons. During the early public
debates about the creation of hospital and medical insurance, these
provinces often resisted federal cost-sharing initiatives. They did so in
part, however, as a negotiating tactic to ensure that the federal funding
formula that might eventually be adopted would recognize their relatively
weak fiscal capacity and thus include some measure of equalization. The
stances of other provinces have been less consistent, reflecting changes
of government and events of the moment.

Perhaps paradoxically, the change in government attitudes toward the
provincial payment paradigm has been largest at the federal level. For
almost all of the post-Second World War years, the federal Liberals have
attempted to “own” medicare as their issue, the pioneering work of the
Saskatchewan Commonwealth Co-operative Federation (CCF) and New
Democratic Party (NDP) notwithstanding. While the Liberal govern-
ment of St. Laurent was reticent to act on hospital insurance, the Liberal
caucus of the time effectively forced his hand (annex 3). Since then, the
Liberals have consistently advocated for medicare even if not acting on
their advocacy (e.g., 1995 federal budget). They have also maintained that
the conservative parties to their political right were enemies of medicare.
For their part, the parties to the right (mainly Progressive Conservative
and Conservative) have neither run for office on anti-medicare platforms
(Mulroney famously referring to it as a “sacred trust”®) nor behaved that
way while in office. It has been only with the Harper government that a
Conservative government has come out strongly and explicitly in favour
of a form of classical federalism that would limit if not eliminate the use
of the federal spending on a conditional basis. The federal Conservative
government’s dislike of jointly managed programs suggests that the
provincial payment paradigm may have its most effective supporter in
Ottawa. At the same time, actions matter more than words; to date the
Conservatives have by and large accepted the status quo.

Reform by Default

We found meagre policy reform in our case studies. Yet Table 12.1 shows
a substantial shift in the relative positions of the three paradigms. The
reports of the provincial commissions and task forces showed what kinds
of reforms in public policy were desirable. When the policy response to
these calls for reform is inadequate, the status quo does not necessarily
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prevail. The direction and extent of reform may be determined by other
factors. The default position in Canadian health-care insurance falls to
individuals, families, and voluntary groupings (e.g., workplace-related
arrangements, charitable organizations) not the state. The default pos-
ition in delivery falls to the goodwill of health-care providers, including
physicians and nurses, whether on a voluntary basis (a version of the
pre-Second World War models) or otherwise. For those who want to pre-
serve and expand medicare, therefore, strong health-care policy action is
needed. For those who wish to see individuals and markets play a bigger
role in health care, health-care policy action may be less needed. Policy
inaction alone, or more likely in the context of a fiscal crisis or perceived
crisis, may move the Canadian health-care model closer to their wishes.
In all cases, where there is the political will for governmental action, the
Constitution points to provincial governments as the decision makers,
not the federal government.

Itis about a half century since universally accessible, publicly financed
medical care became available to Canadians. Other health services
have grown in importance over these decades and as a share of health
expenditures. But the political centre and left-centre have not been able
to persuade governments to include payment for any of these services,
such as prescribed drugs and home care, within the existing Canada-wide
framework or any alternative national framework. If new forms of health
care emerge that do not already fit firmly under the hospital or medical
insurance headings, they too may remain outside the framework. Like
other interests, medicare supporters are better able to protect what they
have won than to secure new victories. These macro-level observations
about the financing domain of health care mirror the meagre reforms
found in our case studies.

FepERALISM AND PoLicY REFORM

Federalism helped to shape the manner in which Canada’s health-care
model was developed, and it continues to do so. The constitutional al-
location of legislative powers made provincial governments responsible
for the provision of health-care services to Canadians; nonetheless, the
federal spending power enabled Ottawa to play a leading role in the cre-
ation of Canada-wide hospital and medical care services. How that power
is used going forward and what it may mean for health-care reform are
the issues we consider here.

During the period of Liberal government from 1993 to 2006, the Liberals
cut cash transfers to the provinces and territories as part of their suc-
cessful effort to improve federal finances. Within Liberal ranks, there
was a concern that restoring transfers would inflate the remuneration of
health-care providers and not achieve reforms. As just noted, the Liberal
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government tried to “buy” health-care policy reform from the provinces
and territories when it began restoring the transfers in the late 1990s. For
their part, the provinces and territories made restoration of the federal fis-
cal transfer their priority. The result was a heavy reform-associated agenda
in the 2000, 2003, and 2004 first ministers” health agreements although the
amount of reform achieved fell far short of stated aspirations. Whether
Ottawa was genuinely expecting to buy reform or just the appearance
of reform we shall never know. It is important to note, however, that
the federal government gave a lot space to “how to” questions—how to
improve performance in the health-care sector. Arguably, this entailed a
more interventionist approach to P/T jurisdiction than had previously
been the case. In cutting transfers in 1995 and then restoring them sub-
ject to new conditions, the Chrétien and Martin Liberal governments
(1993-2006) were using fiscal contribution to the provinces and territories
as a way of influencing P/ T policy reform. The Progressive Conservative
governments of Brian Mulroney (1984-1993) had also tightened their cash
contributions to the provinces and territories, but the PCs refrained from
attempting to steer the provincial ship of state in matters of health care.
Indeed, the PCs made a point of emphasizing their respect for provincial
jurisdiction in health care.

The election of the Conservative party in 2006 and its re-election in 2008
and 2011 ushered in a new paradigm in federal-provincial health-care
relations—one that does not fit neatly with any of the three paradigms.
Like the federal governments that preceded it, the Harper government
continues to transfer large sums of money to the provinces under the
Canada Health Transfer (CHT). The CHT level is set out in legislation
up to 2013 /14, after which it rises by 6 percent annually as a result of an
automatic escalator. In December 2011, the federal government announced
that total CHT cash would keep growing at 6 percent until 2016/17.
Thereafter, it would grow in line with a three-year moving average of
nominal gross domestic product, with funding guaranteed to increase by
at least 3 percent per year (Bailey and Curry 2011). But unlike its Liberal
predecessors, the Conservative government has not presumed to use
its fiscal commitment to the provinces and territories as a policy reform
lever. Quite the opposite, since taking office, the Harper government has
committed to continuing transfer payments without imposing new condi-
tions. The Conservative view has been that the presence of two orders of
government on a specific program or policy detracts from performance
by muting accountability. The Conservative government’s approach has
served to protect the status quo in health-care policy.

The Conservative federal government’s commitment to long-term
funding of P/ T programs without new conditions was not negotiated by
the federal government. It was simply announced and then extended by
further announcements. What is different in the Harper approach is the
balance that the prime minister has struck between two big commitments.
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One is the importance of clarity in roles and responsibilities. The second
commitment is the Conservative government’s frequently announced
support for universal hospital and medical care insurance as set out in
the CHA (Conservative Party 2006, 30-31; 2011, 30). The CHA is not seen
as a condition but rather a set of principles that all jurisdictions willingly
embrace. Thus, the main difference between the Harper approach and
that of his Liberal predecessors is not in the transfer itself. It is in the
presence or absence of an accompanying federal/ provincial/ territorial
(FPT) reform agenda. Such an agenda was present and politically linked
to the restoration of the CHT in the case of the Liberal governments led
by Jean Chrétien and Paul Martin. It has not been present in the case of
the Conservative governments led by Harper.

The contrast between buying reform through FPT agreements and
encouraging reform by clarifying roles and responsibilities is stark. This
contrast is reinforced by the difference in processes associated with the
two parties. Under the Liberal government, there were numerous FPT
meetings of officials, then ministers, leading to first ministers’ meetings.
The outcomes were negotiated. Under the Conservatives there were no
first ministers’ meetings. The prime minister and finance minister sim-
ply announced what they had decided. There was nothing to negotiate.
Federal dollars were available to provincial governments and nothing
was required of the provinces, although they were exhorted to keep on
improving performance indicators.

Embedded in the Conservative strategy is the idea that intergovern-
mentalism is a drag on decision-making and in conflict with clarity of
roles and responsibilities. Embedded in the Liberal strategy was a strong
role for intergovernmentalism in an increasingly interconnected world.

The starkness of the difference in principle on roles and responsibilities
notwithstanding, in practice the differences between Conservative and
Liberal government policies on health-care reform have been small. The
Conservative government has accepted the medicare legacy. It has not
made an effort to undo the past. If clarity had been the federal govern-
ment’s overriding commitment, it could have given notice to the provinces
that the Canada Health Transfer would be terminated at some future
date. In its stead, the federal government would transfer an appropriate
amount of tax room to the provinces. Each province would use the tax
room according to its priorities. That approach would leave the provinces
and territories unambiguously responsible and accountable for health
care. The politics of giving notice, however, would mean a major public
confrontation with all of the political left, much of the political centre, and
even possibly isolated pockets of the centre-right. It is almost certainly
not in the cards in the foreseeable future.

The payment paradigm the Harper Conservatives have been following
is a blend of the “Canada-wide” (reflecting the legacy) and “provincial”
(leaving future policy reform to provinces). Since federal taxpayers
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contribute to the provincial programs, there is an element of sharing that
stretches beyond provincial boundaries. But it is provincial governments
alone that make expenditure decisions.

Whether the Conservative approach will yield more reform than the
Liberal approach might have done is an open question. The meagre policy
reform that characterized the 1990-2003 period did not improve much in
the 2004-2011 period. With the federal government’s legal fiscal commit-
ment to the provinces running to 2016/17, and its political commitment
for a much longer period, the Conservative approach may have time to
be well tested.

Final Words

The extensive empirical analysis underpinning this book shows that there
has been relatively little fundamental change in Canadian health-care
policy over the past four decades. This intransigence—the result of the
interaction of ideas, interests, and institutions—has resulted in a paradigm
freeze. Without some sort of insurmountable disruptive force, either a
major shift in medical science or technology or a catastrophic economic
or political crisis, fundamental health policy reform in Canada is unlikely.
As Pogo once reminded us, “We have met the enemy and he is us.”*°

NoOTES

1. The Conservative party platform in 2004 stated that the government would
“propose to the provinces a federal program for catastrophic drug coverage”
(Conservative Party 2004, 27).

2. It is also arguable that a portion of Equalization is for health. There is no
formal string between federal CHT payments to provinces and territories
and how the funds are used. These transfers are sometimes described as
“notionally” allocated to P/T health expenditures.

3. Residents moving from one province or territory to another are covered for
insured health services by the “home” jurisdiction during any waiting period
imposed by the new province or territory. After the waiting period, which
must not exceed three months, the new province or territory of residence
assumes responsibility for health-care coverage.

4. Private payments also include non-consumption expenditures such as hos-
pital non-patient revenue, capital expenditures for privately owned facilities,
and health research (CIHI 2012, 11).

5. For a more technical approach to the trajectory, see Dodge and Dion 2011.

6. Nonetheless, the government of Quebec might accept a new federal initia-
tive on drugs provided that the new transfer had no conditions that Quebec
could not readily meet and that the province could opt out with full financial
compensation. In other words, the arrangement would essentially be an
unconditional grant from Ottawa to the Quebec government.
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7. The private market had been eliminated earlier in Saskatchewan and British
Columbia.

8. There has been a debate about whether or not to continue to count the tax
points transferred to the provinces at the time of EPF. The 20 percent share
does not count the tax points.

9. Canada, House of Commons Debates, Hansard, 9 December 1983, 44.

10. Walt Kelly, author of a long-running American cartoon strip, http://
en.wikipedia.org/wiki/Pogo_%28comic_strip%29.






ANNEX 1

ANALYZING THE NATURE AND EXTENT
OF HEALTH-CARE PoLicY REFORMS,

1990-2003

HARVEY LAZAR

METHODOLOGY

This volume has assessed the nature and extent of reforms against the
benchmarks established by the grey literature produced from the mid-
1980s to 2003. As outlined in chapter 8, if all the elements proposed in
the grey literature are met for a particular issue, we describe that reform
as comprehensive. Other degrees of reform are described as significant,
moderate, limited, or none. The purpose of this annex is to define these
varying degrees of reform for each issue in relation to specific elements
in the grey literature.

Determining the grey literature consensus was not always easy. In some
cases there was a clear majority of reports in favour of a reform direc-
tion, but in other cases views were divided. When a strong plurality of
reports (but less than a majority) supported a certain reform, we accepted
the plurality view as our benchmark. For example, where two or three
reports supported a reform direction and, say, one rejected that direction
(and others were silent), the plurality position became the benchmark. We
also decided that all provinces would be subject to the same benchmark.
Thus, if the grey literature in a particular province was out-of-step with
the grey literature consensus, for our analytical purposes that particular
province was still subject to the same standard as other provinces.

It is implicit in this approach that all reforms assessed as limited or
higher were directionally consistent with the grey literature. Decisions by
provincial governments that were opposite in direction to the consensus
of the grey literature are described as counter-consensus reforms. It bears
repeating that we are not expressing a normative preference for reforms
that were directionally consistent with the grey literature standard. We
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are observing and classifying events and non-events, not judging their
desirability.

Grey literature refers to reports that are typically prepared by com-
missions, task forces, and advisory committees appointed by provincial
and federal governments. Additional grey literature exists in the form of
reports or studies produced by think tanks and stakeholder groups in the
health-care field. Given the sheer magnitude of the grey literature, we
decided to focus on the broader studies—those that covered at least two
of the six issues analyzed in this project. Reports that focused on only one
issue (e.g., regionalization, alternative payments plans, for-profit delivery)
were also taken into account but on a much less systematic basis.

The main national studies we used, in chronological order, were the
following:

¢ National Forum on Health (1997), Canada Health Action: Building on
the Legacy

e Institute for Research on Public Policy (IRPP) Task Force on Health
Policy (2000), Recommendations to First Ministers

¢ Standing Senate Committee on Social Affairs, Science and Technology
(2002), The Health of Canadians — The Federal Role. Volume 6,
Recommendations for Reform (Kirby report)

e Commission on the Future of Health Care in Canada (2002), Building
on Values: The Future of Health Care in Canada (Romanow report)

We also took into account systemwide reports that were national in scope
but not “official,” for example, publications emanating from the Canadian
Medical Association, the federal-provincial-territorial (FPT) committees,
and related sources. These reports were used mainly to corroborate or
clarify the grey literature in situations where that literature was thin.

The most significant national report for our purposes was the one by
the National Forum on Health, because of its timing. Its final report—an
independent, federally sponsored systemwide analysis—was published
in 1997. The two other major reports of this era, the Kirby and Romanow
reports, were published in 2002—too late to have much direct impact on
governments during the period we assessed. Nonetheless, the processes
followed by the Senate Committee and Romanow Commission, the
evidence they amassed, and the reports they issued prior to their final
reports doubtless had some influence. The flow of influence between
these national reports and provincially sponsored grey literature was not,
however, one way. The national reports were to some extent a response
to and a distillation of the provincial reports.

The provincial reports were published in two “waves.” We discussed
the context and content of these reports in detail in chapter 8. Here we
present a list of the reports used in our study.
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First Wave

e British Columbia. Royal Commission on Health Care and Costs (1991),
Closer to Home, chaired by Justice Peter D. Seaton

¢ Alberta. Premier’s Commission on Future Health Care for Albertans
(1989), The Rainbow Report: Our Vision for Health, chaired by Lou
Hyndman

¢ Saskatchewan. Saskatchewan Commission on Directions in Health
Care (1990), Future Directions for Health Care in Saskatchewan, chaired
by R.G. Murray

¢ Ontario. Ontario Task Force on the Use and Provision of Medical
Services (1990), Final Report of the Task Force on the Use and Provision
of Medical Services, chaired by Graham Scott

* Quebec. Commission d’enquéte sur les services de santé et les servi-
ces sociaux (1988), Rapport de la Commission d’enquéte sur les services
de santé et les services sociaux, chaired by Jean Rochon

e Nova Scotia. Royal Commission on Health Care (1989), The Report of
the Nova Scotia Royal Commission on Health Care: Towards a New Strategy,
chaired by J. Camille Gallant

Second Wave

e Alberta. Premier’s Advisory Council on Health (2001), A Framework
for Reform: Report of the Premier’s Advisory Council on Health, chaired
by Don Mazankowski

¢ Saskatchewan. Commission on Medicare (2001), Caring for Medicare:
Sustaining a Quality System, chaired by Kenneth Fyke

¢ Ontario. Ontario Health Services Restructuring Commission (2000),
Looking Back, Looking Forward: A Legacy Report, chaired by Duncan
Sinclair.

® Quebec. Commission d’étude sur les services de santé et les servi-
ces sociaux (2000), Report and Recommendations: Emerging Solutions,
chaired by Michel Clair

* Newfoundland and Labrador. Government of Newfoundland
and Labrador (2002), Healthier Together: A Strategic Health Plan for
Newfoundland and Labrador

Note that all of the reports were by bodies at arm’s-length from the
sponsoring government except the 2002 report by the Government of
Newfoundland and Labrador. While these were the main provincially
initiated reports used in our study, we also cite other provincial reports
in the text.

Some of the standards that we have used for analytical purposes
emerged in the first wave and thus, in some sense, governments had a
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decade or longer to decide whether or not to act on them. Other standards
emerged during the second wave, and thus left less time for action. This
distinction is taken into account in chapters 8 and 9 where we analyze
the extent and nature of reform and the factors that explain reform, and
compare performance among jurisdictions.

STANDARDS FOR THE Six REFORM ISsUES
1. Regionalization

We begin with the issue of devolution to the subprovincial level. This
entailed a range of proposals to shift some provincial health-care functions
and services to the regional or local level, along with the corresponding
authority to manage and operate those services. The proposals called
for regional or local authorities to be at least in part regionally or locally
elected. Regionalization was not proposed by the National Forum on
Health, but in the late 1980s and early 1990s all of the above first-wave
provincial reports focused on this issue except Ontario’s. (Note that the
second-wave Ontario report did recommend devolution.) While the spe-
cifics of these reports differed, the commonalities were strong.

Quebechad adopted a regional structure in the 1970s. Twelve regional
councils (plus one each for First Nations and Inuit) were established at
that time for health and social services. Their roles were mainly advisory
with limited coordinating, including resource allocation, responsibilities.
The focus of the 1988 Rochon report was to improve on what already
existed, not to start from scratch. The report recommended a clarification
of roles and responsibilities between the Ministry of Health and Social
Services, and regional councils and institutions. It also called for regional
councils to be replaced by elected regional boards with three-year man-
dates. These boards were to be composed in a manner that more closely
represented the population being served. The boards were to be invested
with the authority to plan, organize, implement, and evaluate health care
and social services in the regions based on overarching provincial policy.

Alberta’s Rainbow Commission (1989) advocated that the province be
divided into nine autonomous administrative areas, accountable through
regional health authorities. The scope of the activities to be transferred
was broad and included both institutions and physicians. Functions
transferred would include planning, resource allocation, coordination, and
even the power to raise revenues beyond the amount the province would
transfer. Physician remuneration would be negotiated at the regional level.
These health authorities would be composed of locally elected trustees.
Each authority would be required to report annually to the Department
of Health on activities, resource utilization, programs and services, fiscal
arrangements, and health status with in its jurisdiction.
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The 1989 Nova Scotia Royal Commission report recommended that
the province establish a regional health authority (RHA) in each region,
based on boundaries to be defined by a Health Council, and appoint the
boards of these regional authorities through a public nomination process.
The Ministry of Health should transfer financial resources to the regional
health authorities for the management of all health-care services.

Reorganization of governance was the central theme of Saskatchewan’s
Murray report (1990). It saw regionalization as the lynchpin for modern-
izing and rationalizing the health-care system. This was to be accom-
plished, first, by making the system accountable through the creation
of regional health divisions managed by elected councils. The councils
would be responsible for the allocation of resources including the funding
of hospitals and, interestingly, payment of health-care professionals. Of
note, the report explicitly stated that the financing of health care should
remain a responsibility of the provincial government. It did not propose
the transfer of revenue-raising authority to the regional level, as did the
Rainbow Report.!

The BC commission (1991) argued that devolution would improve the
efficiency and effective use of health-care resources. It therefore proposed
development of a regional health services system by transferring control
for area-specific health services planning and resource allocation. Under
the proposed system, the Ministry of Health would develop systemwide
goals, objectives, and standards and would establish budget envelopes
in consultation with regions for the allocation of resources. Regional
budget envelopes would include funds for all health programs in the
region. Funds would come from the Medical Services Plan allocated for
the region, as well as capital and other operational monies. Regional
budget processes were to be public, allowing consumer and provider
input into decision-making.

The 1990 Scott report in Ontario did not offer proposals on regionaliza-
tion, possibly because his task force was not mandated to investigate the
issue. But other grey literature reports from Ontario argued in favour.
The 1991 Premier’s Council on Health Strategy recommended that re-
sponsibility for planning and service delivery including coordination,
integration, and resource allocation be devolved from the provincial to
the local level. The intent was to create greater opportunities for people
living in communities to influence the choices that affected them.

Also worth taking into account is the 1994 Framework for Evaluating
Devolution by the Task Force on Devolution appointed by the Premier’s
Council on Health, Well-Being and Social Justice in Ontario. It conceptual-
ized devolution on the basis of three dimensions: scope (the “substantive

! The original Saskatchewan districts, however, were able to run deficits and
borrow money to finance them.
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areas of responsibility” being transferred); function (the nature of the
activities being transferred such as planning, coordinating, integrating,
allocating resources, and delivering services); and authority (the degree
to which the local or regional organization can take decisions independ-
ently of the provincial government).

Although there was no systemwide report commissioned by the
Government of Newfoundland and Labrador during the first half of
the assessment period, regionalization as a theme was attracting much
attention in such diverse areas as economic development, education, and
municipal government as well as hospital board integration. In the case of
the hospitals, a former CEO of a hospital in St. John's, Lucie Dobbin, was
hired by the health minister to chair a commission to review how hospital
boards could be integrated. In March 1993, the Report on the Reduction of
Hospital Boards was released. It included recommendations on how to
reduce and integrate hospital boards. An advantage of regionalizing, ac-
cording to the Dobbin report, is that it “allows for one body to determine
the needs of the area, assess the present level of service, eliminate dupli-
cation or inappropriate services, and apply the health dollars available
in the most appropriate place” (Dobbin 1993, 15).

Although with the benefit of hindsight the idea of devolving author-
ity for physician remuneration to the regional level may have been a
“stretch,” a majority of the first-wave reports proposed the transfer of
medical budgets as well as institutional budgets. This is reflected in our
definitions below.

Four provinces—Alberta, Saskatchewan, Ontario, and Newfoundland
and Labrador—did not have substantial autonomous regional structures
for health-care planning, integration, and coordination, for or resource
allocation at the beginning of the 1990s. All four made their decisions on
the nature and extent of their reforms before the second-wave provincial
and national reports were published. Thus, it is the first-wave provincial
reports that established the benchmark for assessing the extent of reform
in the regionalization case study.

Quebec’s health-care system was to some degree regionalized in the
1970s with the creation of the regional health and social service councils.
They had administrative responsibilities; on policy matters, their role
was mainly advisory. Quebec’s system of regionalization was subject to
ongoing change throughout the period we covered. In 1991, the regional
level was enhanced through the creation of regional boards with some
executive authority and the termination of the advisory councils. But the
main focus of our study involved the 2003 decision of the government
to replace the regional boards with “agencies.” The agency function was
narrower than that held by the boards with authority shifting both upward
back to the province and downward to the local networks.

Bearing in mind all of the above, the definition of comprehensive for the
regionalization case study includes the following elements:
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1. Devolution of authority and responsibility for all or a large majority
of health-care planning to a subprovincial level with that level (either
regional or local) also responsible for management, coordination,
and integration of services including for institutional and physician
services

2. Resource allocation decisions of all or a large majority of health-care
spending within the regions to be done by the regional health author-
ity (RHA) including for institutions and physician services

3. Some method for making the RHA responsive to local needs, likely
though not necessarily through election of board members

(Note that this definition is silent on the role of the regional level in respect
of drugs as this issue received insufficient attention in the grey literature
to establish a consensus.)

Significant. Includes policy reform elements that are broadly consistent
in principle with the comprehensive reform but does not include all ele-
ments. For example, a significant rating would apply to a province that
transfers the same kind of authority and functions as in the comprehensive
case but limits the scope of the transfer by excluding physician remunera-
tion. In other words, one important element of the reform proposals is
not implemented, but other key elements are acted on.

Moderate. At least two or parts of two of the second and third elements
in the comprehensive definition are lacking.

Limited. The role assigned to the authority at the subprovincial level is
a planning role only and does not include managing, coordinating, and
integrating services. Thus, key parts of the first element and the entire
second element are absent. In this situation, the presence or absence of
the third element is likely irrelevant.

Counter-consensus. Changes in the regional /local system are in the oppos-
ite direction of the consensus definitions. In the Quebec case the reform
is labelled counter-consensus because, as a result of 2003 decisions, much
of the authority that had been located at the regional level in 1991 was
transferred either to the provincial level or to the local level. The result was
that the authority at the combined regional and local levels in 2003-2004
was less than it had been in the aftermath of the 1991 decision.

2. Needs-Based Funding

We again look mainly to the first wave of provincial reports to establish
our standard for needs-based funding.
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In British Columbia, the Royal Commission proposed regional budget
envelopes that would include funds for the bulk of health programs in
the region, funds from the Medical Services Plan allocated for the region,
capital, and other operational monies. These funds were to be transferred
from the province to RHAs on a weighted capitation formula that would
incorporate local service needs and a broad range of population health-risk
indicators. (As with the regionalization case, the report did not recom-
mend transferring out-of-hospital drug budgets.)

The terms of reference of the Ontario report chaired by Graham Scott
meant that it did not tackle this issue. The Murray report also gave it little
attention, but the Health Services Funding Advisory Committee (1996)
appointed by the Government of Alberta argued forcefully in favour of
a population-based, needs-adjusted model with provision for ensuring
that a regional authority treating a patient from outside its boundaries
would be compensated by the patient’s home region.

The Alberta Rainbow Report recommended that RHAs be allocated
global budgets according to needs and priorities. This global funding
“could be per-capita based, adjusted for demography, epidemiology, and
other socio-economic factors” (Premier’s Commission on Future Health
Care for Albertans 1989b, 129). Hospitals would be funded by RHAs based
on outputs and eventually outcomes, not inputs. Hospitals “would be
paid an average cost per case adjusted for severity” (ibid., 125).

Under Quebec’s Rochon report, the Ministry would be responsible for
the development of an allocation formula for regional envelopes through
global budgets on a per-capita basis. The envelopes would reflect the
demographics of the region. Regional budgets would cover programs that
were the responsibility of the regional board. As well, the budgets would
include capital and equipment costs, and funds for the remuneration of
health professionals who worked with the programs covered. Regional
boards would be responsible for their own deficits and, by the same token,
would be allowed to retain any surpluses.

The 1989 Nova Scotia Royal Commission on Health Care proposed that
regional health authorities be funded on a capitation formula that would
take into account population, demographics, and regional health status.

In short, the British Columbia, Alberta, and Nova Scotia first-wave
provincial reports built needs-based funding into their recommendations,
and the 1995 Saskatchewan Advisory Committee moved decisively in that
direction as well. The Quebec report was less precise on incorporating
needs, but it did argue for taking demographics into account.

Based on the above, the definition of comprehensive reform that had
emerged by the mid-1990s included the following elements:

1. Per capita funding formula for regional authorities based on the dis-
tribution of population health needs among the regions, including
age and disease distribution
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2. The funding formula to apply to all or most of the provincial health
budget for institutions and programs (but not out-of-hospital drugs,
physician remuneration, highly specialized care, and teaching
hospitals)

(Note that this definition does not include medical budgets in the formula
even though physician remuneration was included in the “comprehen-
sive” definition for regionalization. Even though the two cases are linked,
there was much more explicit support in the grey literature for the inclu-
sion of medical budgets in the regionalization case than in the needs-based
funding case. It is understood that this is not entirely logical, but it does
reflect the grey literature.)

Significant. Reform includes the first element, but the needs-based fund-
ing formula applies to a smaller portion of the provincial health budget.

Moderate. The traditional, historically based system of funding institutions
is maintained but with some substantive adjustments to reflect differences
in need among regions.

Limited. The traditional, historically based system of funding institutions
is maintained with marginal adjustments to reflect differences in need
among regions.

Counter-consensus. Reforms entail shifts in a direction that is the opposite
of what the grey literature proposed.

3. Alternative Payment Plans

The various national reports suggested that alternative payment plans (al-
ternatives to the widely used fee-for-service) for primary care physicians
were desirable, although these reports avoided precise recommendations.
Thus, the National Forum on Health advocated strongly for a revamped
primary care system but did not make recommendations on physician
remuneration. The final report of the Senate (Kirby) Committee argued
for reform of primary health-care systems. It recommended federal finan-
cial support for provincial reform initiatives to create multidisciplinary
teams that would require, among other things, alternative methods of
payment to fee-for-service (Standing Senate Committee 2002b, section
4.4). The Romanow Commission similarly suggested that the federal
Primary Health Care Transfer should be allocated to provinces and ter-
ritories to address “implementing new approaches for paying physicians”
(Commission on the Future of Health Care 2002, 125).
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Turning to the first wave of provincial reports, Quebec’s 1988 Rochon
report suggested that greater collaboration between physicians and other
front-line resources in the community could be achieved by associating
physicians with particular programs or population groups. Physician
remuneration would be factored into program budgets with physicians
paid on a lump-sum basis for their participation in specific programs.
Physicians working in institutions would receive some form of fixed
remuneration (salary) for the whole of their medical and administrative
functions. They could top up their salaries to a predetermined ceiling
through fee-for-service payments.

The 1989 Alberta Rainbow Report suggested that “methods other than
fee-for-service should be investigated and implemented where there is
evidence that such a payment system would result in more equitable
compensation for providers ... better service to consumers ... and at a
cost which is acceptable and affordable to Health Authorities” (Premier’s
Commission on Future Health Care for Albertans 1989b, 130).

The 1989 Nova Scotia commission recommended the introduction of a
mixed system of remuneration for physicians, including fee-for-service,
salary, and capitation methods of payment.

The 1990 Murray report was concerned about the existing remuneration
system and its tendency to promote “over-medication, excessive recall of
patients, inadequate communication and consultation” (Saskatchewan
Commission on Directions in Health Care 1990, 107). Although vague
on details, the commission concluded that a major restructuring of the
payment system was needed to encourage different medical practice
models including group practice, and that options to the fee-for-service
model should be developed.

The 1990 Ontario Task Force report made no recommendations on the
forms of physician compensation, but it did argue that comprehensive
reform of medical services could be undertaken only with a reasonable
consensus among the principal stakeholders. This view proved to be
prophetic.

The 1991 BC Seaton report argued that fee-for-service was an impedi-
ment to the kind of reform it saw as desirable, but its recommendations
in this regard were not precise apparently due to lack of physician buy-in.
Nonetheless, it called on the Ministry of Health to commit to developing
alternative health-service-delivery organizations and overseeing the
development, coordination, and integration of policies, procedures, and
legislation necessary to support them. It also suggested an annual global
cap on gross payments to physicians that would respond to population
change and price level but not to increased utilization. This would thus
create a substantial fiscal incentive for primary care physicians to consider
alternatives to fee-for-service.

In summary, at the outset of the decade most provincial reports
were suggesting that fee-for-service compensation be replaced by an
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alternative, although not always well-defined, system (Alberta, Nova
Scotia, Saskatchewan, and Quebec). The BC report hinted at such an
approach, and Ontario’s Scott report considered change desirable but
this needed to be worked out with affected interests. There was thus a
consensus in favour of reforms at the outset of the decade but ambiguity
regarding the details.

By the second wave of reports, there was an even larger measure of
consensus. Quebec’s 2000 Clair Commission proposed that family phys-
icians within the Family Medicine Groups be placed on a mixed or blended
payment system that would include capitation, lump-sum payments for
participation in specific programs, and fee-for-service.

In Ontario, the 2000 Sinclair report promoted the idea of primary care
reform, advocating funding for primary health-care teams based on three
complementary approaches: (a) the majority of funding would be in the
form of capitation, age-adjusted and illness-adjusted, supplemented by
(b) fee-for-service funding, particularly for preventive/screening/ public
health services like vaccinations and Pap smears, and (c) sessional fees for
service in the local emergency room, on-call in a nursing home, and so on.
About one-fourth of the remuneration was to be held back and paid out at
the end of the year in the form of a bonus based on satisfaction surveys of
people registered with the team, together with other measures like adher-
ence to clinical guidelines. The report favoured comprehensive provincial
implementation of the primary health-care reform strategy and recom-
mended that “a structure [be] put in place to support implementation
activities” (Ontario Health Services Restructuring Commission 2000, 145).

The 2001 Mazankowski report recommended that the Alberta gov-
ernment take the lead in negotiating new payment arrangements with
physicians, that blended approaches to paying primary care physicians
should be developed and implemented, and that these should include
approaches that combined fee-for-service and rostering.

In Saskatchewan’s 2001 Fyke report, primary care reform was top of the
agenda. The report argued for the creation of interdisciplinary teams of
professionals in health services centres to improve accessibility to primary
health services. Drawing on its extensive public consultations, the report
noted that “participants in the public and health care provider dialogue
suggested that the fee-for-service system for physicians is a barrier that
prevents innovative approaches to health services” (Commission on
Medicare 2001, 14). The report’s vision for primary care practice made
clear that it was anticipating a much reduced role for fee-for-service.
Nonetheless, the report did not make precise recommendations on phys-
ician compensation, suggesting that there were political sensitivities.

No second-wave provincial report recommended abolishing fee-for-
service, although the Ontario report came close. Instead, the different
reports sought to encourage a larger role for alternative payment plans.
The national reports were similar in tone and direction.
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Based on the general consensus in these reports, comprehensive reform
is defined as having three elements:

1. A strong provincial plan and political commitment to eliminate fee-
for-service alone as a principal form of remuneration for primary
care physicians and to replace it with an alternative payment system,
buttressed by an agreement between the provincial government and
the physicians’ bargaining agent (in most provinces the provincial
medical association) that the funds to support the alternative payment
system could come from the fee-for-service pool

2. Plan attributes that made it fiscally attractive for physicians to switch
from fee-for-service to alternative systems of remuneration relatively
quickly

3. Astrong administrative commitment to push this alternative (which
might potentially be found in special units of the health ministry, or
in regional boards to the extent that they were given responsibility
for allocating the remuneration of family doctors)

Significant. Reform is based on the same three elements, but without
strong political pressure on primary care physicians to make the switch to
alternative funding. The fiscal incentive (element 2) would still, however,
have to be substantive and the administrative push (element 3) “strong.”

Moderate. Reform is based on the same three elements, but the political
commitment in element 1 would be long term and have no suggestion
of political pressure on physicians. The fiscal incentive in and of itself
would not be strong enough to encourage a quick decision by physicians
to make the switch, and the administrative commitment would be cor-
respondingly less powerful.

Limited. Includes the last two elements but with the fiscal incentive mar-
ginal and the administrative commitment very light.

4. For-Profit Delivery

The case of for-profit delivery of hospital / rehabilitation institutions and
related diagnostic services may be interpreted by some as unique in the
context of this volume. This is because it envisages a reduced role for the
public and not-for-profit sectors in the delivery of hospital / rehabilitation
institutions and related diagnostic services whereas the other reform
issues we studied were aimed at strengthening the efficiency or equity of
such services and other benefits (specifically prescription drugs).

Given the general support that medicare enjoyed during the years we
assessed, it is perhaps not surprising that most government-appointed
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or government-related commissions, task forces, and committees did
not focus on the private for-profit sector as the appropriate vehicle for
reform of these institutions and related diagnostic services. Neither the
National Forum on Health nor the Romanow Commission, for example,
made proposals to strengthen the role of the for-profit delivery system.
Indeed, the Romanow report made clear it considered this a bad idea
(Commission on the Future of Health Care 2002, 6-9). Similarly, most
provincial reports did not make recommendations in this area.

The 2002 Senate Committee report suggested that the patient and the
funder/insurer would be served equally well regardless of who owned a
health-care institution provided two conditions were met: (a) all institu-
tions in a province were paid the same amount for performing any given
medical procedure or service; and (b) all institutions, no matter what their
form of ownership, were subject to the same rigorous, independent qual-
ity control and evaluation system. The Senate Committee emphasized
that it was not pushing for the creation of private, for-profit facilities but
that such facilities should not be prohibited, just as they were not pro-
hibited under the Canada Health Act. It also stated it fully expected that
the overwhelming majority of institutional providers would continue
to be privately owned, not-for-profit institutions. The aim of the Senate
Committee was to strengthen the single-payer medicare system.

The idea of affording the for-profit sector a greater role was largely ig-
nored in the first-wave provincial reports. By the time of the second wave,
the issue of for-profit delivery had acquired a higher profile in the public
discourse. Nonetheless, the Saskatchewan (Fyke), Ontario (Sinclair), and
Newfoundland and Labrador reports either ignored it or touched on it
lightly as an item that needed further analysis. The principal exception to
this was the Mazankowski report, which argued that the health system
does not provide the right incentives for people to stay healthy and/
or economize in their use of health services. The absence of choice or
competition meant that the system fails to encourage the most effective
or efficient services. The Premier’s Advisory Council thus recommended
that the Alberta government’s multiple roles as insurer, provider, and
evaluator of health services should be broken up. The role of govern-
ment should be strategic planning and direction as the primary but not
exclusive source of funding for health authorities. The Mazankowski
report recommended that private for-profit sector delivery options be
expanded and noted that Alberta had legislation for regulating private
sector organizations (whether for-profit or not-for-profit), with standards
set by the College of Physicians and Surgeons. At the same time, the
RHAs should have the authority to enter into contracts with a range of
suppliers, including private for-profit suppliers of insured hospital and
related diagnostic services.

While the Mazankowski report was the main second-wave document
that emphasized this option, the 2001 Clair report in Quebec was also
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open to an enhanced role for the private for-profit sector, setting out
a position that was similar to that subsequently adopted by the Kirby
Committee. Clair recommended that the Government of Quebec establish
a “framework of partnership with the private sector and third sector”
(Commission d’étude sur les services de santé et les services sociaux
2000, 167), noting that the private sector might play a useful role in areas
where there are large capital needs and where rapid technological or
demographic change might require quick adjustments. But this was only
one of 36 recommendations in the Clair report, and it received much less
elaboration than many other recommendations. The role of the private
for-profit sector was certainly not a central theme of the report.

In short, the Mazankowski report argued for an enlarged role for the
for-profit sector, while the Clair and Kirby reports were open to this pos-
sibility without pushing it. The remaining national literature and the other
provincial reports were opposed or barely interested. Thus, during the
second half of the period we covered the opposition to this proposal was
weaker but, on balance, the grey literature consensus remained against
this kind of reform direction.

Given that in the grey literature that we searched only the Alberta and
the Senate Committee reports gave significant attention to the issue of
for-profit delivery, we also looked for what other supporters of this idea
had in mind. We examined reports published by the Fraser Institute (such
as Part 2 of the 1996 Fraser Institute volume entitled Healthy Incentives:
Canadian Health Reform in an International Context edited by Ramsay,
Walker, and McArthur) and David Gratzer’s (1999) Code Blue as repre-
sentative of this literature. In a nutshell, like the Mazankowski report,
they emphasized three elements that are relevant for our purposes here:
a political commitment to a larger role for the for-profit sector; legisla-
tive and/or regulatory changes that would create incentives or at least
remove disincentives for investments in the for-profit sector (supply-side
initiatives); and actions that would place more purchasing power in the
hands of patients which, in turn, could be expected to lead to demands
for more patient choice including for for-profit services and institutions.
This demand-side initiative would support the supply-side changes.

Since the consensus of the grey literature was not in favour of these
kinds of reforms, the recommendations that favour for-profit delivery are,
in our analytical perspective, the elements of counter-consensus reforms. In
this limited grey literature perspective, we define comprehensive counter-
consensus reform to include the following elements:

1. Alegal framework within which all or the great majority of for-profit
hospital/ rehabilitation institutions and related diagnostic services
would be able to operate on no worse than a level playing field with
not-for-profit and public facilities
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2. Astrong political commitment to a substantial and growing market
for the services of for-profit hospital / rehabilitation institutions and
related diagnostic services (e.g., periodic tenders for services that
would enable for-profits to bid against not-for-profit facilities)

3. More purchasing power placed in the hands of patients/consumers,
possibly through Medical Savings Accounts

Significant counter-consensus. The legal framework and political commit-
ment is similar to the “comprehensive” definition but applied to a nar-
rower range of hospitals/institutions and services. The third element of
the comprehensive definition may or may not be present.

Moderate counter-consensus. The legal framework allows diagnostic ser-
vices and/ or remedial services in narrow niches to be provided by for-
profit facilities, with a political commitment to create opportunities that
will enable for-profit providers to compete.

Limited counter-consensus. The elements are similar to the “moderate”
definition, but the legal framework and political commitment are focused
on one or two services only.

It follows that consensus reform entails steps to protect or reinforce the
not-for-profit system against for-profit delivery. In that vein, comprehensive
reform includes the following:

1. Anew or reformed legal framework that clearly precludes for-profit
delivery across all or virtually all services (hospitals, institutions,
imaging, lab)

2. Adecisive political stand against for-profit delivery

3. Rolling back any for-profit delivery that has been part of the existing
system (e.g., lab testing)

Significant. Reform includes element 1 in the comprehensive definition
across a wide range of services, but not as wide as in comprehensive.
Thus, reform might apply to certain types of hospitals and services (e.g.,
major teaching hospitals but not small community hospitals; imaging
services but not lab tests). It also includes element 2, but the tone of the
political stance is not quite as decisive.

Moderate. Reform includes element 1 in the comprehensive definition,
but it applies only to hospitals and imaging. The political commitment
is again softer than in the significant definition.

Limited. Includes a political stance, even a relatively low-key one, against
widening the scope of for-profit delivery.
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Note that in the last few years, a distinction has emerged between for-
profit delivery in which the provider operates on terms that are identical
or close to identical to those of not-for-profit providers (no extra-billings
by facilities or physicians, and compensation by government at the same
rate as not-for-profits) and for-profit delivery without such restrictions.
Since this distinction did not apply during most of the period covered, it
is not reflected in our definitions.

5. Wait-Time Management

This issue focused on the introduction of formalized processes to manage
surgical wait lists. In this case, the national reports played the dominant
role in defining the range of reform proposals, although one provincial
report also tackled this issue in a major way and a second gave it some
attention.

Starting with the national reports, in 1997 the Striking a Balance
Working Group of the National Forum on Health discussed the public’s
concern that waiting times were growing. It observed, however, that “most
waiting lists for elective surgery are unstructured, many are padded,
few are standardized, and even fewer are evaluated” (National Forum
on Health 1997¢, 38). It thus recommended “that provincial/ territorial
agencies together with a national agency ... give priority to developing
a set of indicators and benchmarks to be used by all jurisdictions for as-
sessment of the state of access to appropriate health services ... and make
this information public at regular intervals” (ibid., 40). In 1998, the federal
government released a paper on waiting times and wait-list management
(McDonald et al. 1998).

While the first-wave provincial reports were silent on the issue of wait
times, presumably because it had not yet emerged as a major issue when
they were published, the second-wave reports gave it some attention. In
particular, the 2001Mazankowski report proposed that “all Albertans have
guaranteed access to selected health services within 90 days of a diagnosis
and recommendation by their physician” (Premier’s Advisory Council
on Health for Alberta 2001, 43). A regional health authority that could
not provide such service would be obliged to purchase it from another
jurisdiction. It is also worth noting that in 1996 Premier Klein proposed
a Health Charter that would guarantee Albertans access to key health
services such as heart surgery and hip and knee replacements within
defined periods of time.

The 2001 Fyke report argued that performance measures should drive
the health-care system and it specifically pointed to data on wait-list
management as a key element of the system. It observed the need for stan-
dardized wait lists to keep track of the proportion of people served within
a “reasonable” period of time. It did not make specific recommendations,
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however. Ontario’s report argued that developing a health information
management system was the “top” priority for building a better health
system, but it did not give special attention to wait times. Other provincial
reports also passed over this issue.

By the time the interim report of the Standing Senate Committee on
Social Affairs, Science and Technology (Kirby Committee) was made
public in September 2002, the issue of wait times and their management
had acquired greater prominence in public discussion. The committee set
out its position that “reasonable access” to insured health services meant
“timely” access. It observed, as had the National Forum, that there was a
lack of reliable information about the facts. It also discussed options such
as a “care guarantee” and “patient’s bill of rights” as potential ways of
creating pressures that would require provinces to manage wait times
effectively (Standing Senate Committee 2002a, 43-47). In its final report
(Standing Senate Committee 2002b), the committee opted for the Health
Care Guarantee recommending that, for each type of major procedure
or treatment, a maximum needs-based waiting time be established and
made public. When this maximum time was reached, the insurer (gov-
ernment) would pay for the patient to seek the procedure or treatment
immediately in another jurisdiction, including, if necessary, another coun-
try. Importantly, the Kirby report argued that this care guarantee should be
implemented immediately, even in advance of waiting-list management
systems, apparently assuming that the associated cost would create an
incentive to implement the system quickly.

In November 2002, although calling for a new Canadian Health
Covenant endorsed by governments to reflect the values Canadian share,
the Romanow Commission concluded that these particular options (guar-
antees and charters) were not appropriate and instead called on provincial
and territorial governments to take “immediate action to manage wait lists
more effectively by implementing centralized approaches, setting stan-
dardized criteria [for assessing patients], and providing clear information
to patients on how long they can be expected to wait” (Commission on
the Future of Health Care 2002, 251). For the commission, the definition
of centralized varied according to the nature of the intervention (e.g., life-
saving surgery as opposed to elective quality-of-life surgery). In some
situations it was to be at the regional level within the province, in others
provincewide, and in cases of rare surgeries interprovincial.

In summary, wait times emerged as an issue in the second half of the
1990s and had become a major concern by the early years of the new
millennium. All of the national grey literature treated it seriously as did
two of the provincial reports. Solutions varied. Some focused exclusively
on getting the building blocks right. This meant establishing appropriate
benchmarks based on standardized and objective criteria for treatment
and then implementing the information systems to determine if the
benchmarks were being met. This approach essentially required surgeons
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to follow agreed procedures in determining the priority to be attached to
a patient. The assumption was that the publication of reliable data on the
extent to which benchmarks were met would put pressure on provinces
and territories to improve performance. Others followed a more legalis-
tic and arguably more interventionist and radical course by proposing
guarantees to patients when benchmarks were exceeded.

Based on the above, comprehensive reform is defined as follows:

1. Scientifically based wait-time standards (i.e., benchmarks for the
amount of time a patient might reasonably be expected to wait for
treatment based on scientific evidence) for a substantial majority of
key surgical services

2. Atracking system for wait times for key surgeries that is centralized
and mandatory in the sense that surgeons are expected to follow
agreed procedures in ranking patient need and thus urgency

3. Information that is easily available to patients on standards for timely
treatment and on length of wait for those treatments

4. Some form of legal guarantee of timely treatment, such as a health
care guarantee (possibly in the expectation that this guarantee will
create incentives for provincial and territorial governments to com-
plete elements 1, 2, and 3 swiftly)

Significant. Includes the first three elements in the comprehensive def-
inition, and the tracking system covers a reasonably broad range of
surgeries.

Moderate. Includes (1) scientifically based wait-time standards for some
key surgical services; (2) a tracking system for wait times for those key
surgeries (this element is voluntary and therefore unlikely to involve
centralization); and element 3 above but for only the surgeries covered.

Limited. A tracking system is implemented across a narrow range of sur-
geries on a voluntary basis.

Although wait times emerged as an issue in the grey literature in the
second half of the period we have analyzed, it is important to recognize
that in a small but not unimportant way, reform on the ground preceded
the grey literature on this issue. Therefore, even though the grey literature
sets our standard, it would probably be an exaggeration to say that the
provinces and territories had only a few years to consider whether to act
on the grey literature proposals. These ideas were “in the wind” before
then. On the other hand, it was only in 2004 (after our assessment period)
that the federal government began earmarking some of its cash transfers
to the provinces for wait-times management.



Annex1 349

6. Drug Coverage

Similar to wait-times, for the prescription drugs issue we had to look
mainly to the national grey literature to establish our benchmark, and the
literature began to focus on drugs only in the second half of the period
studied. The first wave of provincial reports made no recommendations
for altering the scope of provincial drug coverage, and only a few reports
in the second wave touched on this issue and generally without recom-
mendations. (For example, the Fyke report cautioned against expanding
drug coverage in the short term for fear of unaffordable costs, while the
Clair report proposed programs to review the use of drugs by seniors
including their therapeutic effect.) The lack of attention to drug cover-
age in provincial reports during the early part of the assessment period
was due in part to the very onerous fiscal conditions that prevailed at
that time, bearing in mind the high cost of insurance. During the latter
part of the assessment period, a major fiscal dispute occurred between
federal and provincial governments as a result of the Canada Health and
Social Transfer-related cuts in federal cash transfers to provinces. This
militated against provinces suggesting that they would undertake major
extensions of drug coverage if only because it would undermine their
negotiating position that Ottawa’s arbitrary cash transfer reductions had
unfairly deprived them of revenues to which they were entitled. Given
this context, provinces were not likely to appoint commissions, task forces,
or advisory bodies with terms of reference that invited them to make
recommendations on the scope of drug insurance coverage.

But the national reports did not labour under such constraints. Thus,
the National Forum on Health called on “federal, provincial, and terri-
torial governments, health service providers, private payers (employers
and unions) and consumers to chart a course leading to full public fund-
ing for medically necessary drugs” (1997a, section 1.2.2). The 2000 IRPP
report similarly called on the federal government and the provinces and
territories to include prescription drugs as “insured services” under the
Canada Health Act. These were, in effect, calls in one form or other for
universal coverage for prescription drugs.

But even as these reports emerged there was a concern for affordabil-
ity, and the two major reports that followed were more cautious in their
advice. The Senate Committee proposed that the federal government
introduce a program to protect Canadians against catastrophic prescrip-
tion drug expenses. For all eligible plans, the federal government would
agree to pay 90 percent of all prescription drug expenses over $5,000 for
those individuals for whom the combined total of their out-of-pocket
expenses and the contribution that a province/ territory incurred on their
behalf exceeded $5,000 in a single year; and 90 percent of prescription
drug expenses in excess of $5,000 for members of private, supplementary
prescription drug insurance plans for whom the combined total of their
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out-of-pocket expenses and the contribution that the private insurance
plan incurred on their behalf exceeded $5,000 in a single year. The remain-
ing 10 percent would be paid by either a provincial/territorial plan or a
private supplementary plan. In this context, what is important is that the
Senate Committee saw the federal government as the key funder.

The Romanow Commission argued for a new federal Catastrophic Drug
Transfer program. The transfer would cover a portion of the rapidly grow-
ing costs of provincial and territorial drug plans. In short, there were two
broad views in the national reports. One (National Forum and IRPP) called
simply for full public funding of prescription drugs, although with some
vagueness about time lines. The second (Kirby and Romanow) proposed
a Canada-wide program of protection against catastrophic drug expenses
with the federal government either as the main payer or a large payer.

Romanow also called for a major expansion of the public system to
cover medication costs of those who were not in hospital but who required
prescribed drugs on an ongoing basis to manage chronic conditions
(“medication management”). As for the Kirby report, it too proposed an
important add-on to the Canada-wide insurance system, recommending
a post-acute home care benefit for patients that would cover “all home
care services received between the first date of service provision follow-
ing hospital discharge, if that date occurs within 30 days of discharge,
and up to three months following hospital discharge” (Standing Senate
Committee 2002b, section 8.4.1). This benefit was to include prescription
drugs during this period.

For the five issues considered above, the nature and extent of reform
was defined in relation to two or more elements. This issue is different
in that “the extent of reform” is defined by only one element, namely, the
proximity to universal coverage under public stewardship due to policy
change. As just seen, the grey literature contained proposals ranging
from universal coverage for prescribed drugs (all provincial/ territorial
residents), to catastrophic coverage for the same population, to drug
benefits for the chronically ill, to benefits for those requiring follow-up
treatment including drugs after release from an acute-care hospital. The
definitions are thus as follows:

Comprehensive. Reform that provides for inclusion of all or a substantial
majority of prescription drugs on a universal basis within the provincial
systems of publicly insured health services. (This element does not pre-
clude modest deductibles and copayments). With public stewardship,
the drug coverage could be provided from either the public or private
(including for-profit) sectors.

Because catastrophic drug transfer reform along the lines proposed by
both Kirby and Romanow entails really big change, we define it as on the
border between comprehensive and significant.
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Significant. Reforms along the lines of the Romanow proposals for those
with chronic conditions and the Senate ideas for the post-acute period
at home.

Moderate. Reforms improve in a noticeable way either the breadth or depth
of coverage for a distinct demographic group.

Limited. Small changes in either depth or breadth of coverage.

Counter-consensus. Reductions in coverage. The extent of the reduction de-
termines whether it is limited or comprehensive or somewhere in between.

APPLYING THE METHODOLOGY TO THE 30 CASE STUDIES

Having defined the nature and extent of reform based on the grey litera-
ture consensus, the remaining task is to apply these definitions to the case
studies. This is done in Table A1.1.

The column on the left that is headed “Elements” refers to the ele-
ments that constitute the definitions for each of the six policy issues in
the above text. For example, the numbers 1, 2, and 3 immediately below
the Elements heading correspond to the three elements that help to define
the extent of reform for regionalization. The time frame shown in the
left column indicates when the grey literature proposals were published
during the 1990-2003 period. For example, “early” indicates that the grey
literature was released from the late 1980s to the mid-1990s. The capital
letters under the five provincial columns refer to the extent to which each
element was found to be present. These ratings are defined in the note to
the table. Case assessments are qualitative roll-ups of each case based on
the element ratings.
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TABLE A1.1
Nature and Extent of Reform: Applying the Definitions to the Cases

Case Elements  Newfoundland Quebec Ontario Saskatchewan Alberta
(Time) and Labrador
Assessment
1 B D D Bt Bt
S
S 2 B D D Bt Bt
28 3 D D D C C
g
< Moderate  Counter-consensus None Significant Significant
limited
3 1 D G D B B
P~
S
S 25 2 D D** D B B
e
= None Limited None Significant Significant
= 1 D D C D D
Y
g
Se3 2 D C B C C
228
S+S 3 D C B C C
s
=< None Limited Moderate Limited Moderate
1 D D -C B -C
I
Y
= 2 C D -B A -B
v @
Qs
g3 3 D D D D D
Q‘T =
E None None Counter-consensus Significant Counter-consensus
moderate moderate
1 D D C A C
= 2 D Ctt B A CH
g3
= 8 3 D D C A C
§ § 4 D D D D D
s
None Limited Moderate Significant/ Limited
comprehensive
@ 1 D A B -C C
g8
IS % None Comprehensive Moderate Counter-consensus Limited
< limited

Notes:

A = element found strongly in case
B = element found moderately

C =element found lightly

D = element not present

A minus sign indicates that the element is directionally opposite to the consensus of the grey literature.

t Physicians are excluded

# Theoretical consideration of population needs but largely ignored in practice
** Physical health is excluded

t1 Voluntary, decentralized

#+ Voluntary




ANNEX 2

INDEPENDENT V ARIABLES REFERRED
TO IN 30 CASE STUDIES THAT BEST
HerLr TO EXPLAIN NATURE AND
EXTENT OF REFORMS

HARrvVEY LAZAR AND JULIA DIAMOND

The purpose of this annex is to outline some of the steps that were taken
to identify the independent variables (also referred to as “factors” and
“influences”) that best help explain the decisions made in each of the 30
cases. The results are shown in Tables A2.1 and A2.2.

In Table A2.1, the independent variables are identified under four
headings according to the role they played relative to the grey literature
consensus benchmark:

e facilitated reform in the direction of the grey literature (pro-reform)

* hindered reform recommended by the grey literature (anti-reform)

e facilitated reform in a different direction from that recommended by
the grey literature (counter-consensus reform)

e worked as both pro- and anti-reform at the same time (“middle
territory”)

Variables were identified as occupying middle territory when the actors
involved were seen to be attempting to mediate between the comprehen-
sive reform proposals in the grey literature and outright opposition to
such proposals. A good and common example is that in some provinces
the medical associations neither rejected fully nor endorsed completely
the grey literature proposal to do away quickly with fee-for-service com-
pensation methods. Instead the associations negotiated with government
to define a workable compromise that would allow medical practitioners
who preferred an alternative compensation method to fee-for-service
(such as capitation) to be paid on that basis while permitting other
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physicians (in all provinces a majority) to continue with fee-for-service.
What was particularly significant was that the associations agreed that
a part of the fee-for-service pool of money could be diverted into the
alternative payment stream.

The list of independent variables reflects the authors’ analyses of the 30
cases. As described in chapter 2, the authors used a common methodology.
To reinforce this commonality in research method, the 30 cases were read
and analyzed by the project’s principal investigator and then discussed
with the case authors. In turn, the case study authors vetted Tables A2.3
to A2.7 to ensure they reflected the substantive content of their case stud-
ies. Through this process, eight broad categories of independent variables
were formed and organized based on whether they were endogenous or
exogenous to the decision process.!

As noted in chapter 8, in the roll-ups we “unpacked” the “3I's” (ideas,
interests, and institutions) and “E” (exogenous) categories and did some
modest rearranging. This was only done after the case studies were com-
plete (so the individual case studies do not reflect the rearrangement). The
reasons for the unpacking are noted here. First, in the ideas category we
decided to examine the impact of knowledge separately from values. There is
much interest in evidence-based decision-making, and we wanted to form
a view of how relevant evidence was in government decision-making.
Second, we decided to include major reports and interjurisdictional learning
as part of this separate knowledge category as channels for communicat-
ing evidence to decision makers. During the period we studied, these
reports were often shaped by leaders and researchers who were inside the
health-care system, or close to it. Third, the role of civil society, including
advocacy groups that represent segments of civil society, was separated
from other interests and categorized with public opinion. We found that
the views of advocacy groups were much closer to public opinion than
to the positions of other interests, such as organizations representing the
medical profession, hospital boards, and pharmaceutical products. These
provider organizations are grouped under the heading insider interests.

Another point worth noting is that most “large” reforms (those as-
sessed as “comprehensive” or “significant”) were undertaken by newly
formed, first-time governments that had committed to reform prior to
taking office and that acted swiftly on their commitments once in office.
These governments are treated as external to the health sector and as
“exogenous” influences on the decision processes during the first half

! Technological change was excluded as it did not surface often enough to be
included as a category on its own, nor did it fit logically within any other category.
However, it is important in a few cases and is included as a ninth category in
chapter 9.
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of their first mandate (under the heading change in government/leader in
the tables). To the extent that they come to office with reform ideas and
act on them, we decided to think of them as “outsiders.” Over time, of
course, they became insiders. Since many reforms were launched early
in the first term of new governments, relatively few observations were
assigned to “elected government officials.”

Finally, physician groups generally worked to moderate or oppose
reforms that they perceived to be in conflict with their core bargain with
the provincial state. This bargain involved “public payment/ private de-
livery” and professional self-regulation. In trying to understand how to
deal with this influence from a methodological perspective, we considered
three choices: categorize this influence as insider interest, as institutional
rules of the game, or as both interest and institution since the influence
of medical associations reflects both. We chose the first option, although
this was a “close call” because the core bargain itself is the product in
part of interest group activity. Without those interests working vigilantly
to secure the bargain, the bargains would not have occurred or would
have been less advantageous to physicians. It is important for the reader
to bear in mind this methodological choice and that it results in some
understatement of institutional influence. A similar choice was made
in respect of the core bargain between the provincial state and hospital
boards and management to the extent that such bargains existed.

Note that any reader who is not comfortable with any of the above
methodological choices can “re-pack” the variables by referring to the five
provincial tables below (Table A2.3 to Table A2.7). They provide enough
detail for this to be done.

This method has enabled us to do comparative analysis in three ways.
First, it helped clarify why some reforms fared better than others within
a single province. Second, it helped clarify why, in aggregate, some prov-
inces achieved more reform than others, as discussed in chapter 8. Third,
it facilitated the cross-provincial and cross-issue comparisons in chapter 9.

Notwithstanding all of the above, we would not argue that the numbers
in the tables are “objective” to the point that they cannot be challenged.
It is indeed a judgment call about how to describe some of the variables
(for example, some may understand physician opposition to alternative
payment plans as an “interest” at work, whereas others may classify it
as an “institution”).

So, with these kinds of qualifications, Table A2.1 provides the five-
province roll-up based on the 30 case studies.
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TABLE A2.1
Independent Variables Observed as Influences on Policy Outcomes in 30 Case Studies:
Five Province Roll-up

Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous
Election of first term
= governing party/polit-
“E’ ical leader (premier) with 8(6) 3 3 2(1) 16 (7)
S . electoral commitment to
33 reform
Q3
S 3
“8)‘ Political champion with
S strategic policy reform
=
© decision in first half of 106) > 3 18(6)
mandate
2w
S 9 9(6) 200 | 10 3(1) 24(13)
S 8
2=
s ‘Ef Public opinion 7(2) 1(1) 1 9(3)
g 8
S K\
% = Citizen groups 10(3) 1 11(3)
= O
<o
& E Policy entrepreneurs 3(2) 5 1(1) 9(3)
S
§ 10) 1 3(M) 15(4)
3
SRS
E S 2(2) 1 2 502)
£S
R
Exogenous and Endogenous
Egal!tarlanlsm/natlonal 23(11) 23(11)
sharing
g
3 Markets, personal choice,
personal responsibility, 4 1 1 6 (5) 12(5)
corporate accountability
Major reports® 13 (4) 3(2) 16 (6)
7]
§ Research/information 7(3) 4 1 12(3)
=
é Interjurisdictional learning 10(3) 1 11(3)
Adequacy of information 2 2
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TABLE A2.1
(Continued)
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous and Endogenous (continued)
Policy networks 10 (6) 2 12(6)
§ Legislative provisions 4 2 2 8
Y
i)
S Government structures/
S S 9 2 11
=< administrative factors
S
<
o P
= Federal-provincial rela-
S
g tions/federal government ne 4 156)
£
Policy legacies 2 2(1) 3(1) 7(2)
Endogenous
Physician interests® 3 6(4) 8(6) 1 18(10)
Hospital interests 4(1) 1 703) 1 13(4)
2 Pharmaceutical interests 7 3(1) 10(1)
L
g Other private interests 1(1) 1(1)
g Elected government
g
ES official 4(2) 5(2) 1(1) 2(2) 12(7)
Public service 14 (4) 5 6 25(4)
Insider champion 3 3
£ 4 1 5
S
Total 193 (67) 45(13) 57(15) 28(12) 323(107)

Note: Figures outside parentheses refer to the number of times that a variable was observed as a factor,
whether major or not, in accounting for a reform. Figures in parentheses indicate the number of times
that the variable was observed as a major factor in accounting for a reform.

2The major reports are listed in annex 1.
®The political activities of physician groups in protecting and/or advancing their core bargains with prov-
incial governments (public payment/private delivery) are reflected here and not under the institutions

heading.
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Table A2.1 includes 27 different independent variables. For purposes
of understanding the overall extent of reform and similarities and differ-
ences among provinces, 27 variables are simply too many. Table A2.2 is
derived from Table A2.1. It rolls up variables into broader groupings that
take account of the interests, institutions, ideas, and exogenous factors
discussed earlier. It also excludes all independent variables that were cited
less than 10 times unless they are part of a broader grouping. If a variable
or grouping of variables was not cited at least 10 times or in one-third of
the 30 cases, no matter how important that variable may be in a particu-
lar case, it is difficult to argue that it had an overarching impact on the
nature and extent of reform or on the interprovincial comparisons. None
of the variables that were dropped included a high proportion cited as
major. In total, only 10 of the 323 variables included in Table A2.1 were
excluded from Table A2.2

Table A2.2 lists eight categories of independent variables. The table
distinguishes between categories made up of factors that are exclusively
or mainly exogenous to the health-care system decision process, categor-
ies that contain exogenous and endogenous influences in roughly equal
proportions, and a category that is exclusively or mainly endogenous.

The first two categories in the table, “change in government/leader”
and “fiscal crisis/near crisis,” are exclusively exogenous. These factors
and conditions were essential in opening reform windows in certain
cases, especially in the governance and financial arrangements domains.
Without their presence, it is likely that there would have been little or
no reform. “Public opinion and civil society” were very important in the
cases involving delivery or program content and worked closely with the
“media.” Public opinion and civil society were influenced by and had a
reciprocal relationship with “values.” Values also influenced other cat-
egories—for example, the political stance of a new government in moving
from opposition to the governing benches. Some values associated with
health care have been around for at least three decades and, as such, can
be viewed as endogenous values. Other values, outside of health care,
periodically posed a challenge to the status quo and thus can be perceived
as exogenous. As for “knowledge,” in some cases it was an essential part
of the background that led political actors to adopt the stances that they
did. In other cases, knowledge had to be created in order for reform to
proceed. “Institutional arrangements” in many cases were the formal
manifestation of the success of ideas and/ or interests.

The remaining endogenous category, “insider interests,” came into play
once the windows were opened. Insider interests sought to protect the
existing institutional or other arrangements from which they benefited.
When this proved politically impossible, the interests sometimes at-
tempted to move to the head of the parade and lead reform to a destina-
tion that was acceptable to their members.
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In addition to the link between political values and both public
opinion/ civil society and opposition parties, in some cases there was a
symbiotic relationship among values, insider interests, and institutional
arrangements.

TABLE A2.2
Categories of Independent Variables That Influenced Policy Reform Decisions in 30 Case
Studies: Five Province Roll-up

Category Pro- Middle Anti- Counter- Total
Reform Territory | Reform | Consensus Reform

Exogenous

Change in government/ 18(11) 3 8 5(2) 34(13)
leader

Fiscal crisis/near crisis 9(6) 2(2) 10 (4) 3(1) 24(13)
Public opinion and civil 20(7) 1(1) 6 2(1) 29(9)
society

Media 11(3) 1 3(1) 15(4)

Exogenous and Endogenous

Values 27(11) 1 1 6(5) 35(16)
Knowledge 30(10) 8(2) 2 1 41(12)
Institutional arrangements 36(9) 8(1) 7(1) 2 53(11)
Endogenous

Insider interests 36 (8) 20(7) 22(10) 4(2) 82(27)
Total 187 (65) 44(13) 56(15) 26(12) 313(105)

Note: Figures outside parentheses refer to the number of times that a variable was observed as a factor,
whether major or not, in accounting for a reform. Figures in parentheses indicate the number of times
that a variable was observed as a major factor in accounting for a reform. A modified version of this table
appears in chapter 8 (Table 8.2).
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TABLE A2.3
Independent Variables Observed as Influences on Policy Outcomes in Alberta Case
Studies
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous
Election of first term
3 governing party/polit-
§ ical leader (premier) with 1,2 2(2)
S . electoral commitment to
33 reform
S g
]
178 Political champion with
< . .
S strategic policy reform
<
© decision in first half of 1.2 4 3@
mandate
3 .
S8
S 5 1,2,3,5 4 53)
22
s ‘S Public opinion 5 101)
S 8
S A
g = Citizen groups 4,6 2(1)
=0
S
& s Policy entrepreneurs 45 6 3(1)
S
§ 3,5 4 3(1)
1SSy
S S 4 1
S <
£0
R
Exogenous and Endogenous
Egal!tanamsm/natlonal 1,2,3.4,5 50
sharing
g
§ Markets, personal choice,
personal responsibility, 1,23 5 4,5,6 7(3)
corporate accountability
Major reports 1,5 2
W
~§ Research/information 3,5 5 4 4(1)
=
é Interjurisdictional learning 2,3,5 3(1)

Adequacy of information
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Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous and Endogenous (continued)
Policy networks 2,3 5 302)
§ Legislative provisions 4 1
Y
S
S Government structures/
£ . . 1,2 2
=< administrative factors
S
<
o P
= Federal-provincial rela-
S
g tions/federal government 456 36 5@
£
Policy legacies 3 3 2
Endogenous
Physician interests 4 3,5 1 4(3)
Hospital interests 1 1
2 Pharmaceutical interests
L
E Other private interests
3 Elected government
<
- officials 35 4 30
Public service 1,2,3,5 6 5(1)
Insider champion
3
s
S
Total 41(19) 12(2) 5(1) 9(5) 67(27)
Notes:

The values that appear in the table refer to the six issues/case studies as follows:

1 = regionalization

2 = needs-based funding

3 =alternative payment plans
4 =for-profit delivery

5 = wait-times management
6 = drug coverage

Bolded values indicate that a variable was a major factor in explaining a case outcome. Unbolded values
indicate that a variable was an observable (but not a major) factor in explaining the case outcome. In the
“Total” column/row, the first figure indicates the total number of times the variable was observed as a
factor (major or non-major). The second figure in parentheses indicates the number of times the variable

was observed

as a major factor.
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TABLEA2.4
Independent Variables Observed as Influences on Policy Outcomes in Saskatchewan Case
Studies
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous
Election of first term
s governing party/polit-
§ ical leader (premier) with 1,2,3 3(03)
£ electoral commitment to
LS
S < reform
S g
]
g Political champion with
< . .
S strategic policy reform
=
© decision in first half of 123,45 5@
mandate
} (%)
58
35 1,23 6 4(4)
2=
S g Public opinion 5 3 202
< 8
S .
NS Citizen groups 4 1
=3
S s .
S~ Policy entrepreneurs 5 4 2(1)
S
§ 5 1(1)
SRS
S5
£G
R
Exogenous and Endogenous
Egal!tananlsm/natlonal 1,2,3,4,5 5)
sharing
g
3 Markets, personal choice,
personal responsibility,
corporate accountability
Major reports 1,35 3
W
~§ Research/information 2,5 2(1)
=
é Interjurisdictional learning 2,3,5 3(2)

Adequacy of information
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TABLEA2.4
(Continued)

Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous and Endogenous (continued)
Policy networks 1,2,5 32)
g’ Legislative provisions 4 1
L
S
S Government structures/
= o 2,3 2
=< administrative factors
S
<
S -provincial rela-
g Ffaderal provincial rela 45 5
S tions/federal government
=
Policy legacies 4 3 3 1
Endogenous
Physician interests 3 1(1)
Hospital interests 1 1(1)
2 Pharmaceutical interests 4 3 2
v
E Other private interests
b Elected government
g et 4,5 2(1)
officials
Public service 1,2,3,4,5 3 6(3)
Insider champion 1,2,5 3
]
=
S
Total 48 (24) 3(1) 3(2) 1(1) 55(28)
Notes:

The values that appear in the table refer to the six issues/case studies as follows:

1 =regionalization

2 = needs-based funding

3 =alternative payment plans

4 =for-profit delivery

5 = wait-times management

6 = drug coverage

Bolded values indicate that the variable was a major factor in explaining the case outcome. Unbolded val-
ues indicate that the variable was an observable (but not a major) factor in explaining the case outcome.
In the “Total” column/row, the first figure indicates the total number of times the variable was observed
as a factor (major or non-major). The second figure in parentheses indicates the number of times the vari-
able was observed as a major factor.
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TABLE A2.5
Independent Variables Observed as Influences on Policy Outcomes in Ontario Case
Studies
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous
Election of first term
3 governing party/polit-
g ical leader (premier) with 6 3 1,2 4 5
S . electoral commitment to
33 reform
S g
]
178 Political champion with
§ stratte.gic .policy reform 1 4 P
decision in first half of
mandate
3 .
58
35 3 1,2,6 4(2)
22
s ‘S Public opinion 4,5 2
S8
S A
g S Citizen groups 4,56 3(2)
=
& s Policy entrepreneurs 5 1(1)
S
3 4,5,6 4 4(1)
=
E
S8
S S 6 4 2(1)
S <
£0
R
Exogenous and Endogenous
Egal!tanamsm/natlonal 3,4,5,6 40)
sharing
g
§ Markets, personal choice,
personal responsibility, 2 4 2(1)
corporate accountability
Major reports 1,3 2(1)
W
~§ Research/information 3 2,5 3(1)
=
é Interjurisdictional learning

Adequacy of information
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TABLE A2.5
(Continued)
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous and Endogenous (continued)
Policy networks 3,5 6 302)
g’ Legislative provisions 3,4 3 4 4
%
S
S Government structures/
= o 1,23 3
=< administrative factors
S
<
S -provincial rela-
g Ffederal provincial rela 36 4 3
S tions/federal government
£
Policy legacies 5 3 2(1)
Endogenous
Physician interests 4 3,5 1 4(1)
Hospital interests 4 1,2 3
2 Pharmaceutical interests 4 1
L
E Other private interests
3 Elected government
2 a9 5 6 4 3(2)
officials
Public service 6 1,2 3
Insider champion
]
= 3245 3
S
Total 37(12) 9(3) 13(2) 7(2) 66 (19)
Notes:

The values that appear in the table refer to the six issues/case studies as follows:

1 =regionalization

2 = needs-based funding

3 = alternative payment plans
4 = for-profit delivery

5 = wait-times management
6 = drug coverage

Bolded values indicate that the variable was a major factor in explaining the case outcome. Unbolded val-
ues indicate that the variable was an observable (but not major) factor in explaining the case outcome. In
the “Total” column/row, the first figure indicates the total number of times the variable was observed as a
factor (major or non-major). The second figure in parentheses indicates the number of times the variable
was observed as a major factor.
2Willingness of Ontario Medical Association to split physician fee-for-service pool to fund alternative

payments.
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TABLE A2.6
Independent Variables Observed as Influences on Policy Outcomes in Quebec Case
Studies
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous
Election of first term
= governing party/polit-
g ical leader (premier) with 2,6 3,4 2 1 6(2)
IS electoral commitment to
2 S
S o reform
Q3
LS 3
158 Political champion with
< . .
S strategic policy reform
=
© decision in first half of 4.6 > ! 42
mandate
D
2 2,6 2,3,5 4 6(2)
SIS
2=
s ‘E‘ Public opinion 56 4 3
c 3
S A
% S Citizen groups 1,4,6 3 4
53
& s Policy entrepreneurs 4,5 2
S
S 4,56 4,6 5(1)
=
g
SRS
S 6 5 2(1)
<0
S
Exogenous and Endogenous
Egal!tarlamsm/natlonal 1,2,3,4, 602)
sharing 5,6
g
S Markets, personal choice,
personal responsibility, 1 1,4 3(1)
corporate accountability
Major reports 1,2,3,6 1,4,5 7(5)
W
3 Research/information 3,5 1 3
=
é Interjurisdictional learning 2,3,4 1 4
Adequacy of information 2,5 2
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TABLE A2.6
(Continued)
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous and Endogenous (continued)
Policy networks 1,3 2
é Legislative provisions 4 1
L
S
S Government structures/
£ - . 1,2 2
=< administrative factors
S
<
2 - inci -
s Eederal provincial rela 6 4 201)
g tions/federal government
kS
Policy legacies
Endogenous
Physician interests 3,5 5 1 4(2)
Hospital interests 6 2 5 1 4(1)
2 Pharmaceutical interests 1,4 2,6 4(1)
4
E Other private interests 6 1(1)
g Elected government
g a9 1,6 2(1)
officials
Public service 2,3,5 1,6 5
Insider champion
£ 2 ;
S
Total 41(10) 20(7) 13(2) 11(4) 85(23)
Notes:

The values that appear in the table refer to the six issues/case studies as follows:

1 =regionalization

2 = needs-based funding

3 =alternative payment plans
4 = for-profit delivery

5 = wait-times

management

6 =drug coverage
Bolded values indicate that the variable was a major factor in explaining the case outcome. Unbolded val-
ues indicate that the variable was an observable (but not major) factor in explaining the case outcome. In
the “Total” column/row, the first figure indicates the total number of times the variable was observed as a
factor (major or non-major). The second figure in parentheses indicates the number of times the variable
was observed as a major factor.
2Coalition Solidarité Solide.
°lmpact on Montreal budget.
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TABLE A2.7
Independent Variables Observed as Influences on Policy Outcomes in Newfoundland and
Labrador Case Studies

Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous
Election of first term
= governing party/polit-
g ical leader (premier) with
S . electoral commitment to
32 reform
Q3
LS 3
Qé’ Political champion with
S strategic policy reform
S L 1 2,3,5 4
© decision in first half of
mandate
2y
2 £
°F 1 2,3,56 5(2)
SIS
2=
s ‘E‘ Public opinion 4 7
s 3
Q L.
Q3 Citizen groups 6 1
= O
S .
S Policy entrepreneurs 3 1
8
3 56 2
=
>
S S
S8
£G
N
Exogenous and Endogenous
Egal!tarlamsm/natlonal 12,4 3
sharing
g
S Markets, personal choice,
personal responsibility,
corporate accountability
Major reports 1,6 2
S)
3 Research/information
=
é Interjurisdictional learning 1 1
Adequacy of information
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TABLE A2.7
(Continued)
Category Variable Pro- Middle Anti- Counter- Total
Reform | Territory | Reform | Consensus
Reform
Exogenous and Endogenous (continued)
Policy networks 1 1
g’ Legislative provisions 6 1
L
S
S Government structures/
S o 2,6 2
=< administrative factors
S
<
S -provincial rela-
g Eederal provincial rela 346 3
S tions/federal government
£
Policy legacies 2,5 2(1)
Endogenous
Physician interests 4 1,2,3,5 5(3)
Hospital interests 1,2 2,5 402
2 Pharmaceutical interests 1,3,4 3
v
E Other private interests
2 Elected government
£ redg 1 2 2(2)
officials
Public service 1 3 2,3,4,6 6
Insider champion
£ 4 1
S
Total 26 (2) 1 23(8)) 50(10)

Notes:

The values that appear in the table refer to the six issues/case studies as follows:

1 =regionalization

2 = needs-based funding

3 =alternative payment plans

4 = for-profit delivery

5 = wait-times management

6 = drug coverage

Bolded values indicate that the variable was a major factor in explaining the case outcome. Unbolded val-
ues indicate that the variable was an observable (but not major) factor in explaining the case outcome. In
the “Total” column/row, the first figure indicates the total number of times the variable was observed as a

factor (major or non-major). The second figure in parentheses indicates the number of times the variable

was observed as a major factor.






ANNEX 3

SOME OBSERVATIONS ON THE
HistoricaL DEVELOPMENT OF
MEDICARE

HARVEY LAZAR

The purpose of this annex is to comment on the factors that led to the
Hospital Insurance and Diagnostic Services Act (1957) and Medical Care Act
(1966). By shedding light on the processes that led to those two policy
reforms, we will provide additional context for the reform outlook going
forward.

As explained in chapter 1, health insurance was a priority for Canadians
after the Second World War. The dominion government outlined its pro-
posal in the 1945 Green Book on Reconstruction (Dominion-Provincial
Conference 1946). Supporters of the Green Book included much of the
political centre (including much of the federal Liberal Party), the social
democratic and socialist left (the CCF), the union movement, and the
Canadian Federation of Agriculture. They were aided by the mood of
the era which saw government in matters relating to the economy and
social justice as the solution and not the problem. Despite the breadth of
its backing, the Canada-wide public payment paradigm lost round one.
Ottawa’s Green Book proposals were stymied by the forceful opposition
of the governments of Ontario, Quebec, and Alberta and the doubts of
the Maritimes. Only Saskatchewan and Manitoba supported Ottawa.
The federal Liberals and others who had sought national and universal
health insurance thus failed on first attempt.

As time passed, new sources of resistance to Canada-wide publicly
financed heath care showed up, some more predictable than others.
Predictably, the medical associations and health insurance companies
were a big piece of the opposition. Less predictably, the prime minister
was opposed. Louis St. Laurent led the Liberal Party to victory in the 1949
and 1953 elections, winning a substantial majority of seats both times.
St. Laurent favoured private insurance. So too did most of the cabinet
(Lamarsh 1969, 338-40; Martin 1985, 226). But a substantial majority of



372 Harvey Lazar

the federal Liberal caucus favoured the 1945 proposals (Maioni 1998, 102-
3; Martin 1985, 226). Not wanting an open rift in the party, St. Laurent
stalled. During the two general election campaigns, he made the federal
government’s 1945 policy stance conditional on receiving a large measure
of provincial support (the precise “rule” seeming to change over time).
Since a majority of provinces, including the two largest, were still opposed
to the 1945 Ottawa initiative at the beginning of the 1950s, St. Laurent
was able to keep his Liberal caucus at bay for some time (Maioni 1998,
94, 103; Martin 1985, 220-47).

By the early 1950s, British Columbia, Alberta, Saskatchewan, and
Newfoundland and Labrador were in favour of a countrywide, federal-
provincial cost-sharing regime for hospital services. All four were already
paying for hospital insurance to one degree or other and would be fiscally
advantaged if Ottawa paid for a share of hospital costs. There was also
likely to be some interest from one or more of the Maritime provinces if
their costs could be adequately subsidized. Only Quebec was unlikely
to agree under any foreseeable circumstances, which left Ontario as key
to opening the hospital insurance door.

The Progressive Conservative government of Ontario had led the op-
position to the 1945 Green Book proposals. Although its leader, Premier
George Drew, had stepped down in 1949, his successor, Premier Leslie
Frost, continued Ontario’s opposition. The federal Liberals, when under
pressure in the House of Commons, blamed the government of Ontario
for the inaction. These attacks were echoed in the Ontario legislature by
the opposition Liberals and CCEF. In late 1954, with an Ontario provincial
general election approaching, Frost changed his tune. He soon became
the lead spokesman for those provinces and territories that supported
a national hospital insurance program, and he pushed St. Laurent hard
for a federal-provincial national approach to hospital insurance (Martin
1985, 229-45; Taylor 2009, chap. 3). Once Frost declared for national health
insurance, the jig was up. St. Laurent was caught in the crossfire: oppos-
ition to his position from a substantial majority of his own caucus who
favoured Canada-wide hospital insurance and feared loss of their ridings,
opposition parties in the House of Commons, and now the premier of
Ontario. St. Laurent yielded. The federal Hospital Insurance and Diagnostic
Services Act was passed in 1957 with wide support from MPs in all parties.

It had taken more than a decade following the 1945 Green Book propos-
als to achieve Canada-wide hospital insurance. Insiders who supported
private insurance were well ensconced in positions of authority in both
the federal and provincial orders of government. Had Frost not shifted
his stance when he did, Canada’s hospital insurance outcome might well
have been much different. In fact, the Ontario window opened only briefly.
A few years after the Hospital Insurance and Diagnostic Services Act was
passed, the government of Ontario fought tenaciously against the Medical
Care Act (Canada-wide medical care) and two decades later it vigourously
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opposed the Canada Health Act. The Ontario Progressive Conservatives
were the governing party throughout this period (until 1985). Historical
accident, as well as the competition of interests and institutions, played
a role in what was enacted in 1957.

The dynamics of the Canada-wide medical care insurance reform
had some similarities to hospital insurance and some differences. One
similarity was that the NDP government of Saskatchewan pioneered
medical insurance in 1962 as its predecessor, the CCF, had done on hos-
pital insurance in 1947. In both cases Saskatchewan acted alone although
encouraging the idea that there should be a countrywide program. At the
beginning of the 1960s, the four largest provinces were firmly opposed
to federal medical care legislation. Three of them—the governments of
Alberta, British Columbia, and Ontario—were in the private payment
camp. They saw a residual role for government (helping persons who
lacked the financial means to pay their own way), but only for provin-
cial government. Working with the health and life insurance industry,
the Canadian Medical Association and its provincial divisions, these
provincial governments had enacted and put into effect private “medi-
care” legislation, or were about to do so, when Ottawa tabled its bill in
the House of Commons (Taylor 2009, 338-41). As for Quebec, the Liberal
Party government was not opposed to the idea of public payment. But
it rejected entirely the idea of the federal government having any role in
what Quebecers would decide for themselves. The Liberal government of
Quebec was first and foremost a defender of provincial autonomy. These
were the early years of the Quiet Revolution in Quebec.

Other provincial governments were less strident in their positions. But
Saskatchewan alone favoured the idea of universal, publicly financed,
Canada-wide medical insurance.

Events were also unfolding at the federal level. The Diefenbaker
Progressive Conservative government, elected in 1957, appointed a royal
commission in 1961 to

inquire into and report upon the existing facilities and the future need for
health services for the people of Canada and the resources to provide such
services, and to recommend such measures, consistent with the constitutional
division of legislative powers in Canada, as the Commissioners believe
will ensure that the best possible health care is available to all Canadians.
(Health Canada 2004)

Chaired by Justice Emmett Hall, the two reports issued in 1964 recom-
mended a national health policy and a comprehensive health-care pro-
gram for three main areas: health services; health personnel, facilities, and
research; and financing and priorities (Royal Commission 1964, 17-18).
The result was a stunning endorsement of the Canada-wide paradigm.
The Progressive Conservatives were no longer in power when the Hall
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report was released. They were in the process of tearing themselves apart
on matters unrelated to health care. Their internal divisions left them a
small actor in what followed.

The federal Liberal Party led by Lester Pearson had promised a national
medical insurance plan in the general elections of 1962 (it lost), 1963
(in which it won a minority government), and 1965 (once again won a
minority). As a minority government it might have had second thoughts
about fulfilling its promise, especially since there was much opposition
within the Liberal government itself (Maioni 1998, 126-28), but the left
of the cabinet prevailed. Legislation was introduced and passed with the
support from the federal NDP members of Parliament. Resistance from
the more conservative side of the cabinet did not disappear, however.
Indeed, finance minister Mitchell Sharp was able delay implementation
for a year (Kent 1988, 369; Taylor 2009, 368-69).

Unlike the Hospital Insurance and Diagnostic Services Act, for which St.
Laurent had required a measure of provincial consensus before introdu-
cing legislation, Pearson did not (Kent 1988, 364-69). Federal cost sharing
would be available to any province that met the broad conditions of the
legislation—universality, provincial administration, comprehensiveness
(meaning primary care physicians and medical specialists), and portabil-
ity among provinces (Kent 1988, 367). Public opinion turned in Ottawa’s
favour despite the opposing public relations campaign waged by the
Canadian Medical Association (Taylor 2009, 334). Ottawa gambled that
no provincial government would take the political risk of refusing the
federal offer once it was law. It turned out that the federal government
was right. Provincial political leaders were unable to walk away from the
fiscal incentive that Ottawa had put in front of them.

Publicly financed medical insurance was apparently an idea whose
time had come or so it may seem looking backward. Although almost all
MPs voted for the legislation as it worked its way through the House of
Commons (only two MPs voted against on final reading), the reality was
more complex. The four largest provinces had initially been strongly op-
posed, and they had their own ideas of what medicare should look like. If
the federal Liberal government had waited until it won a majority before
acting, which it did win in the 1968 general election, events might well
have run a different course. Provincial medical schemes would have had
more time to sink roots. The economy softened in the late 1960s and early
1970s and then worsened. Affordability would have probably loomed
larger as a constraint. Indeed, provincial governments had barely begun
to implement the medical insurance program with the allure of federal
matching grants when the federal government began ratcheting back on
its cost sharing. The window of opportunity had not been wasted. Canada-
wide medical care was the product of political forces at a moment in time.
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