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A note on the referencing system used in this report
Endnotes are the complete references for
sources used in the report. They are referred
to in numeric superscript throughout the text,
and appear in a list at the end of each chapter.
To avoid duplicate citations, we cite our first
reference to a source as an endnote. If we refer
to the same source again, we explain in the
text which previously-cited document we are
discussing.
Footnotes are explanatory notes or references
to specific tables or pages of source
documents. They use alphabetic superscripts
and appear at the bottom of specific pages.
Footnotes are for readers who desire more
information - for example, about tables in a
source document that we use in our
calculations.
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Executive Summary
The government of Alberta desperately wants
us to believe our health system is on the brink
of fiscal collapse. Premier Ralph Klein knows
Albertans are worried about the future of
health care, yet he continues to muse about
taking on the Canada Health Act, taxing
Albertans for our use of health care, and
allowing well-off Albertans to pay privately for
quicker access to Medicare-insured procedures.
At the same time, the Premier warns his MLAs
to brace themselves for a “firestorm” of protest
from their constituents, because he knows
these solutions are not supported by most
Albertans.
Why does the government keep telling us our
health care system is unsustainable and more
private health care will save it from collapse? In
this report we identify the underlying reasons
to be ideological, not fiscal. This report argues
that the government is misleading us - both
about the fiscal problems facing our health
care system and the solutions needed to fix it.
It shows that the current system is sustainable,
explains why private solutions are not the
answer, and explores options for improving the
public system - through better management of
wait lists and drug costs, and a stronger focus
on primary health care, health promotion and
the social determinants of health.
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The Health Care
Sustainability Crisis:
Fact or Fiction?
Alberta’s health care system is not facing fiscal
collapse. Costs are not rising out of control.
Instead of the 10 per cent annual increases the
Graydon report claims, health care spending
increases in real dollars since Premier Klein
took power in 1992 have been modest averaging 1.6 per cent a year from 1992 to
2004. The government uses misleading
numbers - not controlled for population
growth or inflation - from a few high growth
years that followed deep cuts, to make its
spending figures artificially high.
Is health care spending crowding out
other program spending?
The government claims that health care is
crowding out other program spending. This is
a deceptive argument. Health care is not
crowding out other programs; it has simply not
experienced as many cutbacks over the last 10
years. Rather, it is debt elimination and tax cuts
that have crowded out new program initiatives.
Even with the impact of those cuts, the amount
of total program spending taken by health in
2001-02 was only 3 percentage points higher
than it was nine years earlier.
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Can the Alberta economy afford our health
care system?
Percentage of GDP offers the most accurate
picture of health care spending. Health
spending in Alberta in 2003-04 as a percentage
of GDP is about the same as it was 10 years ago
- just over 5 per cent. In other words, relative to
the size of our economy, we are spending the
same on health care today as a decade ago.
Is the government taking in enough revenues to
pay for health care?
Provincial revenues have expanded at the same
pace as health care costs. In fact, health
spending uses roughly the same share of
provincial revenue now as it did in 1980-81.
And this is after draconian tax cuts. Foregone
revenue from personal and corporate income
taxes combined was over $8 billion between
1996-97 and 2003-04. For the years 2001-02 to
2003-04, the value of income tax cuts ranged
from a quarter to a third of provincial
government health spending.
The province also reaps less revenue from
royalties and taxes on oil and gas than other
jurisdictions. With Alberta debt-free, awash in
oil and gas revenues, and posting several years
of budget surpluses, the issue is not our
government’s ability to afford public health
care, but its willingness.

show that roughly twice as many Albertans
want the government to prioritize health care
and other social program investments than
want tax cuts.
Alberta is one of only three provinces to collect
health care premiums - which are a form of
regressive taxation. Seven of 10 Canadian
provinces do not collect health care premiums
at all. These provinces fund health care
through income taxes. Surely Alberta, with
ballooning resource royalties and annual
surpluses, can afford to eliminate premiums
for all Albertans, as it did recently for seniors.
To be sustainable, must our health care system
become increasingly privatized?
The Alberta government would have us believe
that allowing more private health care will
control costs. In reality, some of the fastestgrowing costs are in areas with extensive
private sector involvement - prescription drugs,
administration of private insurance plans, and
payment for services not covered under
Medicare, such as dental and eye care. In
Alberta, private funding for health care grew
from 26 per cent of total health spending in
1992 to 29 per cent in 2001.

While this government is ideologically married
to tax cuts, our report shows that tax cuts are
not a precondition for a strong economy. In
fact, tax cuts can actually suppress economic
growth. And Albertans are not clamouring for
tax cuts. Reputable public opinion surveys
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Private Finance, Public
Access and Social Costs

Taxing Health Care:
User Fees by Another Name

In the second section of the report, we address
the Klein government’s stated intention to
expand private financing within the public
health care system. Here we examine userpayment proposals that would make sick
people pay more for their public health care
than healthy people, and queue-jumping
schemes that would allow people with money
to buy faster access to procedures already
covered by Medicare.

Taxing the sick is the user-pay option of choice
in the Graydon report. Its authors propose a
Health Care Deductible, which would make
health care a taxable benefit. This is a user fee
by another name, but less visible to Albertans
because it would not be collected until tax
time. Because the deductible is tied to income,
some view it as a more equitable way to charge
the sick for health care. The bottom line,
however, is that a person in poor health would
pay higher taxes than a person with the same
income who is in better health.

User Payment Schemes: Punishing the Sick
User-pay proponents, such as the Alberta
government and right-wing think tanks, couch
their proposals in the language of incentives,
choice, individual responsibility and
consumerism.
However, this report shows that user fees do
not reduce health care costs. They keep the
poor, the elderly, the chronically ill and the
disabled from making timely, necessary visits to
the doctor. This means higher acute care costs
down the road that could have been avoided
with early medical attention. Without prompt
care, patients and their families experience loss
of income and quality of life, employers lose
employees to sick time, and the government
loses federal and provincial income tax. Family
members, most often women, end up spending
more time caring for sick family members. Add
the cost of administration, and we can see that
user payments are penny-wise and poundfoolish.

8

The Alberta government boasts of our low
income tax rate, but proposes to tax us three
times for health care - once through income
tax, a second time through health care
premiums, and a third time through health
care deductibles when we use the system. How
does this fit with the Alberta Advantage so
often touted by the Klein government?

Jumping the Queue
Premier Klein has told reporters he would like
to give Albertans the option of paying privately
for knee and hip replacements covered by
Medicare. Political heat has so far forced the
government to retreat from this proposal,
which contravenes the Canada Health Act.
Queue jumping already happens through
diagnostic tests. Albertans can buy a private
magnetic resonance imaging (MRI) test rather
than wait for one in the public system. They
can then jump the public queue for treatment,
using their private test results. Another avenue
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to queue jumping is through “bundling.” For
instance, some eye surgeons bundle Medicareinsured cataract surgery with uninsured laser
surgery so that patients buy the uninsured
service and get the Medicare procedure as part
of the deal.
Private payment shortens waits only for those
who can afford to pay. Research in Manitoba
and Alberta, as well as in other countries,
shows that private for-profit involvement
creates longer wait times for surgery in the
public sector. Private payment also draws
doctors from the public to the private system,
provides an incentive for maintaining lengthy
waits in the public system to increase demand
on the private side, and increases overall
demand for care due to complications or
follow-up care provided by the public sector.
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Positive Alternatives:
Better Management and
Broader Thinking
The third section of our report focuses on
positive alternatives for health reform within
the public system. Alberta is already taking
some positive steps in areas such as wait list
management, primary health care reform,
pharmacare, and health promotion. This
report looks at those successes, as well as areas
for improvement. These are solutions that will
make the public system work.
Tackling Wait Times
In a University of Alberta survey, 40 per cent of
Albertans said they have had difficulty
accessing health care; two-thirds named long
wait times as the problem. The solution to wait
times lies in better management and increased
public capacity. More specifically, we need
strategies such as co-ordinating wait lists
through central booking, prioritizing patients
according to urgency of their condition,
agreeing on wait time standards based on
clinical evidence, referring patients to doctors
with shorter lists, better integrating hospital
care with other services like home care, and
developing strategies to recruit and retain
health professionals. Alberta Health and
Wellness is implementing several wait list
management strategies and is expanding
public capacity. And wait times for some
procedures are decreasing. The government’s
proposal to allow people with money to pay for
hip and knee replacements would clearly be a
step in the wrong direction. This preference
for market ideology over evidence-based
research risks reversing the progress already
9
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Controlling Spiralling Drug Costs:
The Need for Pharmacare

made in reducing wait times, instead of
building on it.
Renewing Primary Health Care
Primary health care is our first point of contact
with the health system, encompassing health
promotion, disease prevention, treatment and
rehabilitation. It involves teams of health
professionals who encourage our participation
in decisions about our care, and recognizes the
individual, social and environmental factors
affecting our health. Improving access to
primary health care will contribute to a
sustainable health care system - by reducing
unnecessary Emergency visits, saving lives and
costs through early diagnosis, managing
chronic care to avoid hospitalization, and
preventing illness.
Alberta has a number of existing primary
health care models - such as community health
centres, which have operated for many years as well as newer experimental models. These
involve unique approaches to care, including
team approaches to delivery, non fee-forservice compensation methods for doctors,
focus on health promotion and prevention,
and the integration of other community
services. These approaches illustrate how
innovation can take place within the public
health care system. Reform is still in the early
stages and there is much more work to do.
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Public sector drug costs in Canada have been
the second-fastest growing expense over the
last 10 years, second only to capital costs.
Governments spend more on drugs than on
doctors. Albertans pay almost two-thirds of
their drug costs privately. Prescription drugs
are medically necessary and should be covered
by Medicare. A national pharmacare program
could replace the patchwork of plans across
the provinces and save up to 10 per cent in
drug costs through opportunities for bulk
buying and lower administrative expenses. In
the absence of a national plan, Albertans
should receive the same protection from drug
costs as other western Canadians - the province
should at least abolish drug plan premiums
and establish maximum annual co-payments
based on income.
The Alberta government has already taken
action to control costs. The province
participates in the national Common Drug
Review to determine which drugs merit public
coverage. And Alberta favours generic over
brand name prescribing. The Alberta Drug
Utilization Plan provides doctors with objective
information about drugs and follow-up visits
from pharmacists to improve prescribing
habits and reduce doctors’ dependency on
promotional information from drug
companies. Alberta needs to continue moving
forward on a drug plan regardless of what
happens at the national level; continued action
can only help to further reduce costs for
Albertans.

Public Remedies, Not Private Payments: Quality Health Care in Alberta
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Preventing Disease, Promoting Health,
Enhancing Equity
The Alberta government makes health mostly
an individual responsibility, strongly
emphasizing lifestyle behaviours such as eating
a healthy diet, engaging in regular physical
activity, and avoiding tobacco. This focus on
personal responsibility recognizes positive
actions, but ignores people’s economic
circumstances and environmental factors.
In other words, life chances determine life
choices. Experts say that social factors,
particularly income, influence population
health more than behaviours do. Lifestyle
programs alone have limited benefits for
disadvantaged segments of the population.

Alberta has a number of community coalitions
and provincial networks that include a focus
on the social determinants of health. But the
government could do better. Healthy lifestyle
promotion is not enough. Alberta has the
lowest minimum wage in Canada. Social assistance rates have declined 30 to 40 per cent in
real terms since 1993. Homelessness and food
bank use continue to rise. Spending on education has been flat since 1995, and university
tuition rates have increased by 21 per cent. A
healthy society needs a government that cares
for the larger social, economic and environmental conditions within which we all live.

The government’s portrayal of health as an
individual issue allows it to appear concerned
about health while instituting regressive social
policies, such as cuts to social assistance. There
is a “business case” for investing in programs
and policies that reduce inequities. An Ontario
study found that when families on social
assistance received comprehensive health and
social services, more families left the system and that providing such services across Ontario
could save up to $24 million a year. University
of Calgary economists estimate that focusing
on poverty reduction could save Calgary
taxpayers at least $8.25 million a year in health
and education costs.
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Conclusions
The government has manufactured a fiscal
crisis in our health care system. In reality, the
system is not growing out of control - growth
rates are sustainable within current and projected revenues. Not only is current revenue
adequate, it could easily be increased by instituting a progressive tax system and taking
adequate oil and gas royalties. The regressive
health care premiums are not needed. The
government can afford to adequately fund
public health care - it is just unwilling to.
The government needs to put as much effort
into trumpeting successful reforms in the
public system as it does into telling Albertans
the sky is falling and only more private money
will rescue health care from imminent fiscal
collapse. When the Premier talks to the media,
his focus is seldom on the positive efforts of the
people who work in Alberta Health and
Wellness, regional health authorities and
community organizations. Instead, he muses
about taking on the Canada Health Act, charging user payments and letting wealthy
Albertans buy surgery. The government’s
excessive focus on an imaginary fiscal crisis,
aided by sympathetic media, is overshadowing
good work already being done. Meanwhile,
playing up negative myths about health care
sustainability is diverting Albertans’ attention
from making our public health care system as
good as it could be.
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Introduction
In a speech delivered on September 13, 2004
to the Canadian First Ministers’ Meeting on
Health Care, Alberta Premier Ralph Klein said
the following:
Over the next several months, Alberta will host an
international health symposium, so that we can
learn from the best practices of other countries.
We’ll also embark on a discussion with Albertans
about their ideas for improving and sustaining the
system.
In these discussions, there will be no ideological
rules or sacred cows. We’re going to keep our minds
open and measure all ideas against one simple
yardstick: Will this idea improve health services
and will it help keep the system sustainable? 1
As a non-partisan public policy institute
dedicated to encouraging open dialogue and
discussion on issues affecting Albertans, the
Parkland Institute fully supports Premier
Klein’s assertion that it is time to put aside
“ideological rules” and open our minds to the
possibilities for health care. It is in that spirit
that we present this report on the future of
health care in Alberta.
The intent of this report is neither to criticize
the current state of the health care system in
Alberta nor to dwell on past mistakes and
errors in the financing and delivery of health
care. Instead, this report highlights some of
the things that are currently working well, and
makes positive recommendations for building
on those successes to improve the system as a
1

Klein, Ralph (2004). Alberta’s Introductory Remarks - First Ministers’
Meeting on Health Care, Ottawa, Ontario, September 13, 2004:
Government of Alberta. www.gov.ab.ca/premier/
dsp_speech.cfm?content=145 (Accessed October 26, 2004)
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whole. It is based on the fundamental premise
that the public health care system in Alberta is
working well - a premise to which both Premier
Klein and Health Minister Mar would agree and that with a little political will and effort,
the system could be even better.
Sadly, though, in Alberta it is rarely enough to
present positive alternatives. Public discourse
in the province is so rife with the loaded
language and ideologically motivated rhetoric
put forth by the government that it is always
necessary to tackle the spin before a sincere
airing of informed alternatives can take place.
This is especially true when it comes to health
care. Despite the fact that study after study including several from the Parkland Institute have shown otherwise, the provincial
government has gone out of its way to convince
Albertans that health spending is out of
control and the public health care system is not
sustainable. This is no easy task in a province
that has recorded 10 consecutive budget
surpluses, retired its debt years ahead of
schedule, and is swimming in record oil and
gas revenues, but the government has
persevered.
This report, therefore, begins by providing a
detailed breakdown of the numbers to
demonstrate once again that the myth of
unsustainability is just that, a myth
manufactured by the government for its own
political purposes. Although the numbers,
figures and terminology in this section make
for a heavy read, it is done out of necessity and
demonstrates thoroughly and undeniably the
value and sustainability of Alberta’s public
health care system.
13

Introduction

Having demonstrated that public health care is
sustainable in the long term, the report goes
on to look at some of the key alternatives the
government has put forth through the 2002
report A Sustainable Health Care System for
Alberta, better known as the Graydon report,
and through the various public musings of the
Premier himself. These suggestions by the
government have included various user-pay
schemes, deductibles, and queue jumping in
private for-profit clinics - the general theme
being more private financing of and
participation in the system. In January 2004,
for example, the Premier said:
I don’t want to get into user-pay or I don’t want to
get into additional charges for services...I don’t
want to get into what services might be de-listed, I
don’t want to get into funding only those things
that are absolutely necessary under the Canada
Health Act...But we might have to look at all those
things...The Graydon report is coming back. That
report is going to be revisited because we’ve got to
do something.2
The analysis in this report is based on the
experiences of other jurisdictions that have
experimented with similar schemes, and on
research conducted by some of North
America’s leading health economists. The
evidence is overwhelming that adding new
types of private payment will not make the
health care system more sustainable. Private
financing is more likely to increase health care
costs as well as costs to individuals and
businesses.

2

14

Thompson, G. (2004). Klein turns up political heat: Premier keen to
generate some friction in Ottawa on Friday. Edmonton Journal, January
29, A18.

The report ends on a positive note. As
mentioned above, the ultimate goal of this
report is to highlight some of the positive
aspects of the public health care system in
Alberta, and to make constructive suggestions
on how to build on those successes in the
public system. Although this part of the
discussion tends to get lost in the posturing
about costs and sustainability, it is the most
crucial element if we are to move forward with
the task of turning Alberta’s already successful
public health care system into a truly world
class system. The recommendations provide a
prescription for progress that is feasible,
affordable, and in the best interest of Albertans
and our health care system.
Albertans have been presented with a
tremendous opportunity. As we enter our
second century as a province ostensibly free of
fiscal debt and with record oil and gas
revenues, we are in the enviable position of
being able to creatively envision what we want
our health care system to look like in the
future, and to access the necessary resources to
make it so. Premier Klein has yet to effectively
articulate any long-term vision for health care,
but he has expressed a desire to consult on
options and discuss alternatives with Albertans.
Our hope is that you will read this report
carefully, consider its findings and suggestions,
and choose to become an active participant in
that discussion. It may be the only opportunity
we get to have a say in what the future of our
health care system looks like. Let’s use it wisely.

Ricardo Acuña
Executive Director
Parkland Institute
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CHAPTER 1

The Health Care
Sustainability Crisis:
Fact or Fiction?
Interpreting the Numbers: Inflation,
Population Growth and Spending Trends

HIGHLIGHTS
The Mazankowski report claims that without changes in
how we pay for health services, the current health system
is not sustainable and that spending in health is crowding
out other important areas like education, infrastructure,
social services or security. The subsequent Graydon report
reinforces this.
The government claims that health spending is growing
between seven and eight per cent annually.
However, the government figures do not adjust for either
inflation or population growth - two factors that health
economists consider when assessing government spending trends.
Also, between 1993 and 1996, there was a cumulative
spending cut of almost 24 per cent. By discussing health
spending since 1997, the Graydon report includes the
years of catch-up spending without considering the years
of cutbacks that made those large infusions of cash
necessary.
Once adjusted for inflation and population growth and
averaged over a reasonable timeframe, spending increases on health have, in fact, been modest. The average
yearly increase from 1992-93 to 2003-04 was 1.6 per cent
per year in inflation-adjusted dollars per Albertan.
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During his January 2004 discussion of the Graydon report,
Health and Wellness Minister Gary Mar told reporters “it’s not
sustainable to have health care costs rising by seven and eight
percent a year and government revenues at half that rate.”(A6)
Is this an accurate assumption?
According to the Canadian Institute of Health Information
(CIHI)a, Alberta government health spending increases over
the previous two years are estimated at 8.3% for 2002-03 and
6.2% for 2003-04.1,b The latter projection is low because it was
provided to CIHI before several new health spending initiatives
were introduced during the fiscal year. The 2003-04 annual
report from Alberta Health and Wellness shows a 7.7% increase
for the year.2,c

a

b

In most cases, this report uses statistics from
CIHI rather than Alberta Health and Wellness
because: (1) CIHI provides adjustments for
inflation and population growth, (2) CIHI
includes health expenditures from
government departments other than Health
and Wellness — such as Children’s Services
for dental, drug and optical benefits
(Rondeau, personal communication, August
26, 2004) and (3) CIHI allows for comparisons
with national averages. Thus CIHI provides
the most complete picture of health
spending. Their expenditure amounts are
usually slightly higher than figures for
Alberta Health and Wellness alone.
Figures from those years await final
verification, but are based on budget and
spending data provided to date by the
Alberta government.

c

By contrast, CIHI and Alberta Health and
Wellness estimates were close at 8.3% and
8.2%, respectively -

d

Per capita, adjusted for inflation

e

The earlier report of the Premiers Council on
Health (Mazankowski report) painted an
even more alarmist picture of health
spending trends by using 1995-96 - the final
year of cuts — as a baseline. A thorough
critique of the Mazankowski report’s
sustainability assumption is in the Parkland
Institute’s 2002 Reclaiming Medicare report.
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So at first glance, Mar appears to be correct. The Graydon
report makes similar arguments, concluding that spending has
increased by an average of 10.4% a year since 1997. However,
between 1993 and 1996, there was a cumulative spending cut of
almost 24%.d By discussing health spending since 1997, the
Graydon report includes the years of catch-up spending without
considering the years of cutbacks that made those large
infusions of cash necessary.e
Finance Canada economists Harriet Jackson and Alison
McDermott project provincial health spending in Alberta from
2001 to 2040. Using the 1990-99 spending trend as a base — to
capture both cuts and expansions to the system — they predict
that Alberta’s health spending will grow at about 5% a year.
However, none of the above numbers adjust for either inflation
or population growth - two factors that health economists
consider when assessing government spending trends. The
government might argue that because they are spending
current dollars and dealing with population growth, there is no
need to adjust for inflation and population growth. However,
we need those adjustments when looking at trends over time, so
that we “compare apples to apples”. And revenues generally
grow with population growth and inflation. This happens even
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if income taxes are indexed to inflation. Indexing the tax system
only ensures that inflation alone will not raise taxes. Though the
Alberta single-rate tax is indexed through raising the basic
exemption to account for inflation, other major sources of
government revenues - such as natural resource or corporate
tax revenues — may grow faster than inflation.
We can see in Figure 1 that health care spending increases in
Alberta have been modest for the most part in the 12 years since
Ralph Klein became Premier in 1992. The average yearly
increase from 1992-93 to 2003-04, once compounding is taken
into account, is 1.6% per year in inflation-adjusted dollars per
Albertan.3,f This is slightly lower than the 2.2% average increase
over the previous 12 years from 1980-81 to 1991-92.

f

The CIHI 2003-04 spending statistics in this
report have been adjusted to account for the
difference between CIHI’s initial estimate of a
6.2% increase in current dollars and the
Alberta Health and Wellness year-end report
of a 7.7% increase - by multiplying the
reported amounts by 1.014 (1.077/1.062).
This correction is still an estimate, as health
spending in other ministries that is included
in CIHI statistics could have increased by
more or less than 7.7%. However, as the bulk
of CIHI’s data comes from Health and
Wellness, the present adjustment should
yield an estimate close to actual spending
amounts.
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However, it is misleading to only examine average increases. As
mentioned above, the Alberta government made deep cuts in
the mid-1990s. It took until 1999-2000 for health care funding
to return to 1992-93 levels. In Alberta, as elsewhere in Canada,
health spending has grown faster since the late 1990s than
earlier in that decade. In their National Health Expenditure
Trends Overview, CIHI notes that this trend “appears to be
largely due to reinvestment by federal, provincial and territorial
governments after a period of fiscal restraint during the early
and mid-1990s.” (p. 3)4
In Alberta, most of the overall spending increase since 1992-93
happened in two of the last five years - 1999-2000 and 2001-02.
In 1999-2000, Alberta Health and Wellness funded the hiring of
at least 1,000 additional full-time permanent front-line staff by
regional health authorities. Just over half were registered nurses
or licensed practical nurses. The province also provided onetime assistance to health authorities to retire deficits, purchase
equipment and prepare for Year 2000 computer compliance
issues.5
In 2001-02, Alberta Health and Wellness negotiated new
agreements with physicians, registered nurses and other health
workers that provided substantial increases in compensation. Of
the reported $711.5 million increase in the health budget over
2000-01, $514 million went to those collective agreements.6
Exceptional spending years distort the average spending trend
over time. If not for the years of deep cuts and under funding
earlier in the 1990s, there would have been no need for large
infusions of catch-up funding in 1999-2000 and 2001-02.
For instance, the 2001 nurses’ settlement included a 22% salary
increase, after several years of rollbacks and wage freezes. By
contrast, in the present round of negotiations, salaries are not a
contentious issue and requested increases are modest.
Recommendations developed through a mediation process and
accepted by the United Nurses of Alberta include salary
increases of 3.5% in the first year and 3% in the second and
18
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third years of the contract.7 The major focus of the present
bargaining process is working conditions. According to a recent
report from Health Canada’s Canadian Nursing Advisory
Committee, improving working conditions not only benefits
nurses but also patients and the health care system.8
The fallacy of assuming recent big spending increases are the
beginning of a trend is further illustrated by former McGill
University Medical Centre Executive Director Hugh Scott.
Using CIHI data, Scott shows that the fastest increase in
provincial government costs across Canada from 1993-2003 was
for capital spending — 179% over 10 years in current dollars.
However, Scott explains much of the money went to upgrades of
deteriorating facilities and equipment and investment in new
technology such as magnetic resonance imaging (MRI)
machines. A cardiologist who is intimately familiar with the
workings of health facilities, Scott sees no reason why the large
capital spending increases of recent years will be needed again
in the near future.
Given these examples, large spending spikes should not be
ongoing — as long as the government provides the health
system with stable, predictable funding in the future.

Deficit and Debt Payments Have Freed
Up More Money for Health Care
Paul Boothe, a University of Alberta economist and member of
the task force behind the Graydon report, argues that 10 years
ago about 15% of health spending was covered by deficit
financing. He therefore concludes that statistics on
government health spending underestimate the spending
increases that were actually paid by Canadian taxpayers.9
That might have been true when governments were still
running deficits. But it does not seem to explain the spending
increases since 1997 that are the focus of the Graydon report.
Parkland Institute • November 2004
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The federal government has not run a deficit since 1996-97 and
Alberta has not had one since 1993-94.10 Klein is boasting that
Alberta has put aside enough money to pay off Alberta’s debt
and that Alberta has racked up yet another budget surplus. So
there should actually be more provincial revenues available now
to fund health and other public programs. At the federal level,
Finance Canada economists Jackson and McDermott point out
that federal public debt charges decreased from 6.6% of GDP
in 1990-91 to 3.2% in 2002-03, freeing up room for health
spending.11 This increased federal investment will benefit
Alberta through increases in transfer payments such as those
announced in the September 2004 federal-provincial health
accord.12

Is Health Care Crowding Out Other
Government Programs?
HIGHLIGHTS
Health care is not crowding out other programs; it is
simply not experiencing the same degree of cutbacks. It is
deficit elimination and tax cuts that are crowding out
new initiatives.
Provincial and territorial governments across Canada
have reduced their overall program spending over the
last 10 years - to 15.9 per cent of GDP in 2003 from 20.4
per cent in 1993. Comparable figures for Alberta are 12.9
per cent and 17.3 per cent, respectively.

The Mazankowski report warned that the rising costs of health
care would crowd out spending on other government
programs. And Premier Klein recently referred to health care as
a Pac-man (video game) that would gobble up whatever money
it got from the government.13
The above assertion was repeated in two influential reports in
2004. Former Saskatchewan NDP Finance Minister Janice
20
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McKinnon argued in The Arithmetic of Health Care that health
spending is increasing to the point where it will soon crowd out
support for other government programs, including other
determinants of health such as education. She uses Ontario as
an example - noting that from the 1980s until 1994-95 health
used 32% of their overall budget, but by 2003-04, 39% of
Ontario government spending was on health.14 The
Conference Board of Canada makes similar points in their
report, Understanding Health Care Cost Drivers and
Escalators.15
If health care really was crowding out other programs and
governments were powerless to prevent it, deterioration of
education and other public programs would be cause for
concern. But the gobbling up of public dollars by health care is
an illusion.
Measuring health spending as a percentage of total spending is
misleading, because the percentage depends on policy
decisions about how much to cut or expand other government
programs. Former Parkland Institute Research Director Trevor
Harrison explains:
Without increasing health care spending, but by cutting spending
entirely for other programs, the government could make health care
spending take up 100 percent of public spending...were the
government to spend an additional $6 billion on other programs, it
could return health care spending to the seemingly magical level of 27
percent.16
A more down to earth example further illustrates Harrison’s
point. A gardener grows two dozen tomato plants and arranges
to give the harvest from eight of them (33%) to a neighbour.
The next year the gardener again promises the harvest from
eight plants, but four of the original 24 plants die. So now the
neighbour gets 40% of the harvest (eight of 20 plants) instead
of 33%. But the neighbour does not get any more tomatoes
than the year before. The third year the gardener puts in 32
tomato plants in case some die, but none do. The neighbour
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again gets tomatoes from eight plants, but is now only getting
25% of the total. So as the total harvest goes up or down, the
same specific share is made to look larger or smaller.
Hugh Scott points out that provincial and territorial
governments across Canada have reduced their overall
program spending over the last ten years — to 15.9% of Gross
Domestic Product (GDP) in 2003 from 20.4% in 1993.
Comparable figures for Alberta are 12.9% and 17.3%,
respectively. Scott concludes: “An argument can thus be made
that health care is not crowding out other programs; instead it is
not experiencing the same degree of cutbacks. It is deficit
elimination and tax cuts that are crowding out new initiatives.”
(p.64)17
So what is happening in Alberta? Figure 2 shows the percentage
of total provincial program spending attribute to health in
Alberta. The percentage of spending taken by health in 2001-02
was only three percentage points higher than nine years
earlier.18 The projected jump to 39% for 2002-03 remains to be
confirmed by CIHI. Final 2002-03 figures from Alberta Health
and Wellness showed health taking 33.1% of program
spending.19
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Is Health Care Spending Growing Faster
than Government Revenue?
HIGHLIGHTS
The Alberta government’s Graydon report projects that
health care costs will grow faster than revenues.
But the share of provincial government revenues taken
up by health spending in Canada was virtually flat,
despite health rapidly taking up an ever-greater share of
program spending.
Further, had governments not chosen to diminish their
revenues through tax cuts, the share of provincial
revenues allocated to Medicare would be lower now than
in 1995-96.
Even with the tax cuts in effect, the percentage of
revenue used by health spending was starting to fall
again by 2003-04 as the economy recovered.
If we look at total program spending as a percentage of
revenue, it is evident that there is no danger of
government program spending exceeding provincial
revenue.

The Graydon report projects that health care costs will increase
at 6% a year, even after reforms such as primary health care,
while provincial revenues will increase at only 4% a year. But a
closer look at long-term trends in both health spending and
provincial revenues shows no evidence that revenues cannot
support spending.
Health economist Robert Evans from the University of British
Columbia examined provincial/territorial health spending and
revenues across Canada from 1995-96 through 2001-02 in his
2003 paper Political Wolves and Economic Sheep. His analysis shows
that the share of provincial government revenues taken up by
health spending in Canada was virtually flat, despite health
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rapidly taking up ever-greater share of program spending.20
Furthermore, over a 20-year trend line, health spending uses
roughly the same share of provincial revenue now as in 198081.g This is true of both Medicare spending (doctors and
hospitals) and overall government health spending. Evans
further projects that had governments not chosen to diminish
their revenues through tax cuts, the share of provincial
revenues allocated to Medicare would be lower now than in
1995-96.
A look at recent Alberta data is instructive. Figure 3 shows both
health spending and total program spending by the Alberta
government as a percentage of total government revenues from
1995-96 to 2002-03 - the years used in Evans’ national analysis.h
These calculations are based on statistics from the previously
cited Canadian Institute for Health Information and Finance

g

There have been some variations in the share
of revenue used each year. Evans’ point was
that there is not a lot of overall change, as
increases were usually followed by decreases,
and vice versa. The trend line would be even
flatter if we were to use 1982-83 as the
baseline.

h

Alberta’s total provincial revenues include
both ‘own-source’ revenues and federal cash
transfers.

i

Alberta Finance was used as the source of
2003-04 revenue information, as Finance
Canada’s 2003 Fiscal Reference Tables end at
year 2002-03. Because revenue is only
presented in total current dollar amounts per
year, overall current dollar health spending
was required to calculate the percentages.
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Canada tables, as well as and Alberta Finance. 21, i
The last five years are especially interesting. In 1999-2000,
health spending jumped to almost $6 billion dollars from $5
billion the previous year. Yet health spending’s share of
revenues stayed the same, as shown by the solid bars in Figure
3. This is because revenues rose by $3.3 billion - from $16.8
billion in 1998-99 to $20.1 billion in 1999-2000.
The following year (2000-01), health spending increased
another $365 million, yet health’s share of overall revenues
actually dropped to the 1995-96 level. So between 1995-96 and
2000-01, an upward trend in health spending as a percentage of
total provincial government revenue had been stopped and
reversed, because revenue climbed for most of those years.
It was only in 2001-02 that health spending as a share of
revenues began another upward climb. That year the Alberta
single rate tax and new corporate tax cuts came into effect.
Revenue in 2001-02 dropped by $3.6 billion (from $25.5 billion
to $21.9 billion). Though some of the revenue loss was a result
of an economic slowdown both provincially and internationally,
almost 40% of the lost revenue was due to income tax cuts.
This is because Albertans saved $1.1 billion in personal income
tax and $286 million in business income tax compared to the
previous year.22
Had the 2001-02 tax changes not happened, revenue for that
year would have been $23.3 billion - all else being equal.
Under that scenario, health spending would have taken 31.2%
of total revenue, rather than 33.1%. Even with the tax cuts in
effect, Table 3 shows that the percentage of revenue used by
health spending was starting to fall again by 2003-04 as the
economy recovered.
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If we look at total program spending as a percentage of
revenue, shown by the shaded bars of Figure 3, it is evident that
there is no danger of government program spending exceeding
provincial revenue. Program spending as a percentage of
revenue was similar in 2003-04 as in 1995-96, with some
fluctuations in the intervening years. Even in the economic
downturn of 2001-02, program spending was just over 90% of
revenues. So even in a “bad” year, Alberta was in no risk of
going back into debt due to spending on health care or any
other social program.

Lots of Money, Little Political Will
In fact, in 1995-96, Alberta began consistently recording
surpluses over a billion dollars a year. These are shown in
Figure 4.

j
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Alberta Finance’s annual reports have
consistently underestimated the Public
Accounts of Alberta statistics on the surplus,
though the discrepancies have been within
$200,000,000.

j
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The prices of oil, gas, and resource revenues in general are up
substantially from earlier 2004-05 budget forecasts.23 And in
July 2004, Klein announced that the government has put away
the funds needed to retire the remaining provincial debt as it
comes due. In late August, Albertans opened their mailboxes to
find a survey asking their opinions of what the government
should do with all the extra money. Options included program
spending, tax cuts and rebates.24
If the health care system really was in fiscal crisis, it would be
fiscally irresponsible for the government to be asking Albertans
what to do with the newfound windfall. More likely, the
government knows that the evidence on health care spending
does not support their rhetoric. We will return later to why the
government would want Albertans to believe the health system
is in crisis when it is not. First, we will look at one more
indicator of the affordability of health care.
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Can the Economy Afford the Public
Health Care System?
HIGHLIGHTS
The best way to look at the sustainability of provincial
health spending is to examine it as a percentage of
provincial GDP. This ratio is less open to influence by
governments.
Health spending is at roughly the same percentage of GDP
now as it was in 1993-94 - just over 5 per cent.
Alberta has had the lowest provincial health spending as a
percentage of GDP in Canada for the last 12 years. The
national average has hovered around 6 per cent for most
of that time.
In future, the Conference Board of Canada predicts that
overall provincial and territorial health spending will
reach 7.4 per cent of GDP by 2020, and that this increase is
not sustainable.
But Finance Canada economists say provincial health
spending relative to GDP is within the range of both
historical increases over the last 20 years and existing
provincial spending variations. They project that health
spending will be about 7 per cent of GDP in 2020 and 10
per cent by 2040.
There is some degree of consensus that aging will cause
health care spending to grow by 1 per cent per year. This
is well within economic growth rates.
With better management and allocation within the
system, even the Conference Board of Canada agrees that
the ‘greying’ of Canada’s population does not have to
result in a more expensive health care system.

Another way to look at the sustainability of provincial health
spending is to examine it as a percentage of provincial Gross
Domestic Product (GDP). In other words, how much does the
28
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province spend on health care services relative to the size of the
economy as a whole? Figure 5 illustrates that health spending is
at roughly the same percentage of GDP now as in 1993-94 — at
just over 5%. For the years in between, which involved deep cuts
followed by catch-up spending, health care spending as a
percentage of GDP was less than 5%.25 Alberta has had the
lowest provincial health spending as a percentage of GDP in
Canada for the last 12 years. The national average has hovered
around 6% for most of that time.

Hugh Scott offers an historical perspective on health spending
relative to GDP. He points out that spending on doctors and
hospitals alone actually declined from 5.1% of GDP in 1993 to
4.3% in 2003 — concluding that Medicare has adapted through
increased productivity to accommodate technological and
demographic changes. Therefore there is no evidence that
Medicare is unsustainable.
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In future, the Conference Board of Canada predicts that
overall provincial and territorial health spending will reach
7.4% of GDP by 2020, up from about 6.6% in 2002. k The
Conference Board argues that this increase is not sustainable.
However, Finance Canada economists Jackson and McDermott
argue that the increase in Canadian provincial health spending
relative to GDP is likely to be sustainable, as it is “well within
the range of historical increases over the last 20 years...and
within the range of existing provincial variation in spending.”
(p.11) They project that provincial and territorial health
spending as a percentage of GDP will grow from just over 6% to
about 7% in 2020 and to just under 10% by 2040 l — primarily
due to aging.m
Finally, Robert Evans cautions us in his 2003 paper that future
prediction of spending based on past trends is imperfect. He
explains that such projections do not account for the ability of
complex systems to “mobilize the ingenuity” to adapt to
change. (p.8) There are limitations to measuring health
spending in relation to GDP. The ratio is distorted by economic
volatility. That is, the amount spent on health will be a larger
percentage of GDP when the economy is weak, and a smaller
percentage when it is strong. However, the health spending to
GDP ratio is a reasonably accurate indicator of affordability
during times of economic stability with moderate growth.

k

See Chart 4, p. 12 in their report Understanding Health Care Cost Drivers and Escalators

l

See Figure 13 on page 8 of their paper.

m

This is because productivity within the
health system kept pace with the increased
value of health services provided in the
1990s. Productivity and increased value of
services (enrichment) are the other major
factors that can influence the health
spending to GDP ratio.
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If Alberta’s Heritage Trust Fund and the more recent
Sustainability Fund are used to reduce the highs and lows in
Alberta’s economy, the health spending to GDP ratio will be
generally be a sound indicator. Furthermore, the health
spending to GDP ratio is less open to influence by governments
than are measures of health spending relative to total program
spending or revenues. It is harder for governments to influence
the GDP of a province or country than it is for them to alter
their own patterns of program spending or revenue generation.
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Some other criticisms of the health spending to GDP ratio may
be valid in some cases, but are less problematic in the present
context. For example, McKinnon argues that the ratio excludes
deficits, debts and costs of replacing equipment and facilities.
However, the present report uses statistics from the CIHI
National Health Expenditure Database. This database includes
capital costs and deficit/debt repayments on capital.26
McKinnon’s second criticism is that government revenue does
not necessarily increase at the same rate as GDP. She cites a
Conference Board of Canada prediction that revenues relative
to GDP will decline over the next 20 years, partly due to the
changing spending patterns of an aging population. McKinnon
further suggests that an aging Canadian population will not
only use more health services, but will generate less tax revenue
because there will be fewer people working. This is true, but
the impact is manageable - as we will see in the next section.
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Which Health Care Costs
Need to Be Controlled?
Areas with Extensive Private
Involvement are Escalating
HIGHLIGHTS
Though health care spending is not out of control,
Albertans should not be complacent about costs.
After 1991, there was a sharp upward trend in the
percentage of health care that is privately funded from
insurance or out-of-pocket costs. Privately funded
health costs have also increased as a percentage of GDP.
The three categories that receive more than half their
funding from private sources - prescription drugs,
health insurance administration, and other health
professionals (such as dental, eye, physiotherapy) are
among the fastest-growing in terms of costs.
For example, the cost of administering public health
insurance increased by 40 per cent over 10 years. In
comparison, administrative expenses for private health
insurance increased by 145 per cent. This serves as a
warning against more private health care.
Over the last 10 years, public drug spending has been
the second-fastest growing cost category after capital
expenditures.

Based on the indicators discussed in the last section, health
care spending is not out of control. However, Albertans should
not be complacent about costs. Some spending categories have
been escalating - particularly those with extensive private sector
involvement. Some of them, like drugs, also raise costs for the
public sector. Others, like insurance administration, increase
costs for individuals and businesses.
32
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After 1991, there was a sharp upward trend in the percentage
of health care that is privately funded from insurance or out-ofpocket costs.n CIHI illustrates that between 1992 and 2001,
private health spending in Canada grew faster than public
spending in seven of those 10 years. The previously-cited CIHI
National Health Expenditure Trends Overview forecasts private
spending to grow faster in 2002 and 2003 as well. In 1992,
private funding made up just under 26% of all health funding.
By 2001, the private percentage had risen to 29.9%. Alberta’s
private funding share is 29.1%.o
Privately-funded health costs have also increased as a
percentage of GDP. Hugh Scott uses CIHI data to calculate that
private spending rose from 2.7% of GDP in 1993 to 3.0% in
2003. By contrast, provincial/territorial spending across
Canada decreased from 6.7% to 6.4% of GDP between 1993
and 2003.
At first, it appears that Alberta did not see the shift toward
more private funding in the 1990s that is evident for Canada
overall. From 1996 to 2001, public and private increases were
identical at 6.9%. However, from 1990-1996, public spending
shrunk by 3.0% — the biggest provincial decrease — while
private spending grew by 0.6%.p So while almost half the public
spending between 1996 and 2001 was to make up for public
cuts before 1996, private spending from 1996-2001 kept
increasing without any intervening cuts.
Scott also uses CIHI data to provide public-private breakdowns
for specific categories of health spending. The three categories
that receive more than half their funding from private sources
are prescription drugs, pre-payment (health insurance)
administration, and other health professionals (such as dental,
eye, physiotherapy). These spending categories are also among
the fastest-growing in terms of costs.
n

The CIHI Report National Health Expenditure
Trends uses calendar rather than fiscal years.

o

See Table 7 in CIHI (2003b)

p

See Figures 28 and 29 (CIHI 2003b)
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Governments must get better control over drug costs. Over the
last 10 years, public drug spending has been the second-fastest
growing cost category after capital expenditures, averaging
9.6% annually compared to 11.3% for capital. This will be
further discussed in a later section on Pharmacare.
Scott uses data from CIHI’s 2003 National Health Expenditure
Trends report to calculate that the cost of administering public
health insurance increased by 40% over the 10 years. In
comparison, administrative expenses for private sector health
insurance increased by 145%. CIHI presents this data in
current dollars only, so these percentages are not adjusted for
inflation or population growth. However, the main point is the
immense gap in the rate of public versus private cost increases
for insurance administration - a gap that would be only partially
attenuated if adjusted statistics were available.
Based on these escalating private costs, Scott warns against an
increased role for private health insurance. He explains it will
lead to both employee demands for increased benefits and
higher employer premiums. He concludes: “Those who
advocate increased private health care to permit a corporate
tax cut should reflect on what this would mean to employers
premiums generally and to the costs of prepayment
administration specifically.”(p. 62)
Despite his finding that private spending has been growing
faster than public spending, Scott does not let the public sector
off the hook. He identifies fast-growing spending categories
that are largely in public sector domain - such as public health
and research. He argues that these categories need the same
scrutiny typically reserved for hospitals, doctors and drugs - in
order to understand reasons for cost increases and how future
costs can be controlled.
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The Myth that Aging Will
Bankrupt Health Care
As previously discussed, aging tends to both increase health
spending and reduce GDP growth, resulting in health spending
taking up a bigger share of GDP. However, Finance Canada
economists Jackson and McDermott project that the impact of
aging on both health spending and GDP would increase the
ratio of provincial and territorial health spending to GDP from
6.3% today to 9.8% in 2040. They note that this is similar to the
historical rate of increase in Alberta since 1981.
There is a general consensus that aging alone will increase per
capita costs to the health system by about 1% per year. This
consensus is shared by health economist Robert Evans and the
Conference Board of Canada, and is recognized by the authors
of the Graydon report. Evans points out in his 2003 paper that
a 1% rise in per capita health costs due to aging is within the
range of economic growth rates.
In an earlier paper, APOCALYPSE NO, Evans and his colleagues
present research from British Columbia showing that changes
in the age structure of the population have not contributed
substantially to trends in health care use. Rather, people of all
ages are using more drugs and doctors’ services.27 Evans says
that the argument that an aging population threatens health
care sustainability is a “zombie - an idea or allegation that is
intellectually dead but can never permanently be put to rest”
(p. 21). He maintains that vested interests are using
“apocalyptic demography” to deflect attention away from
whether patients are getting appropriate and effective care, and
to create the spectre of unsustainability as an argument for
more private financing of health care.
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The Conference Board of Canada is more concerned about the
potential impact of this 1% a year on long-term sustainability.
But even they conclude, in their report Challenging Health Care
System Sustainability: “The ‘greying’ of Canada’s population does
not have to result in a more expensive health care system.”(p.
108)28
The Conference Board concludes that costs associated with
aging are real, but can be managed through better elder and
palliative care, as well as better integration of services along a
continuum of care. Public drug costs are of greater concern to
the Conference Board than are costs due to aging.
Finally, predicting the impact of aging on either future
economic growth or health care use is an imperfect science. It
will depend on the spending patterns of older adults once they
start drawing pension and investment income, the numbers
and ages of immigrants coming to Canada, and the health of
the next generation of older people compared to the present
generation.
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Does Health Care Spending Make Any
Difference to Health?
HIGHLIGHTS
The Conference Board of Canada acknowledges that
factors outside the health care system have the greatest
influence on health - the social and economic environment,
the physical environment, and biology/genetics.
Canada is falling behind other countries in environmental
performance and social conditions.
Canada ranks fourth on the United Nation’s Human
Development Index, which considers life expectancy,
literacy and education, but ranks 12th-place on the Human
Poverty Index for industrialized countries.
Alberta can afford to invest in both public health care and
in policies and programs that address the broader social
determinants of health.

The two recent Conference Board of Canada reports discussed
earlier point out that Canada ranks 13th out of 24
industrialized countries on a number of population health
indicators, but is sixth in public spending and third in total
spending on health care. The Conference Board concludes
from this that Canada’s health care system is a mid-pack
performer when it comes to producing positive health
outcomes. This section briefly addresses the Conference
Board’s findings, because a misreading of their evidence could
give fuel to those who are motivated to undermine the public
health care system.
First, the Conference Board acknowledges that factors outside
the health care system have the greatest influence on health.
For instance, in their March 2004 report, they present data
from the Canadian Institute for Advanced Research showing
that health care determines about 25% of overall population
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health. The rest is determined by the social and economic
environment (50%), the physical environment (10%), and
biology/genetics (15%).
The Conference Board calls for more attention to those
broader determinants of health - arguing that Canada is falling
behind other countries in environmental performance and
social conditions. For example, they note out that Canada is the
second worst performer in per capita sulphur oxide emissions.
This recognition of the broader determinants of health is
positive. The limits of health care and the need for programs
and policies in other sectors have long been argued by
researchers and practitioners in population health promotion.
For instance, one key determinant of health is income. So let’s
look at the Conference Board ranking of Canada’s population
health status in light of our ranking in the United Nations
Development Programme’s Human Development Report.q
Canada ranks fourth on the UN’s Human Development Index,
which considers life expectancy, literacy and education.
However, Canada’s 12th-place ranking on the Human Poverty
Index for industrialized countries (HPI-2) is less than stellar.
HPI-2 rankings are available for 10 of the 12 countries that
ranked ahead of Canada on the Conference Board’s population
health indicators. Nine of those countries also ranked ahead of
Canada on the HPI-2.29, r One could question whether Canada’s
13th place ranking on the population health indicators is an
indictment of our health care system, or of our questionable
record on poverty reduction. Social determinants of health will
be further discussed in a later section of this report on health
promotion.

q

Both the Conference Board and UNDP
reports use indicators collected between the
mid-1990s and 2002.

r

See Table 4 on page 150 of the UNDP report
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Despite the fact that health care is only one of many
determinants of health for the population as a whole, it is a
major influence on people’s health when they are sick.
The Conference Board did not look at health outcomes for
people who had recently used the health care system. It focused
only on population-level indicators, such as mortality rates for
heart disease and some cancers.
To evaluate the impact of health care on the people who use it,
we need to examine “quality of care indicators” at the patient
level. An example might be: did cancer patients survive for at
least five years post-treatment? These types of questions were
asked in a recent five-country comparison of Canada, the U.S.,
England, Australia and New Zealand led by Peter Hussey of
Johns Hopkins University. The study found Canada had average
to above average cancer survival rates, depending on type of
cancer. Deaths from strokes were relatively low. However, more
Canadian patients died after heart attacks compared to those in
Australia and New Zealand, in the older age groups. Hussey’s
team concludes that none of the countries consistently scores
best or worst on all indicators.30
The key message is that we must consider health outcomes at
two levels - for patients who use the system and for the
population as a whole. Governments need to invest in high
quality health care to treat the sick. This contributes in part to
overall population health. However, population health is more
strongly influenced by factors beyond health care. So
governments also must support programs and policies that
address broader determinants of health like income, education,
employment and people’s physical and social environments.
Alberta can afford to both invest in public health care and in
policies and programs that address the broader social
determinants of health.
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Why Is the Government
Telling Us Health Care is
Not Sustainable?
Investing in Social Programs
Contradicts Market Ideology
The Alberta government has been rolling in large surpluses for
several years, and now wants advice from Albertans on how to
spend all the extra money. So why are Albertans hearing the
message that we can no longer afford our current public health
care system?
This government is not comfortable having extra money lying
around. An increase in public spending on social programs is
contrary to their ideology, which promotes market solutions
and individual responsibility. Witness their rapid paydown of
the provincial debt while decrying health care costs,
underfunding education and providing only token increases to
social assistance rates that were cut over 10 years ago.s
The government has used various strategies to keep revenues
out of program budgets. Until this year, allocating money to
debt reduction made it unavailable for program spending.
However, a 2004 pre-budget analysis from Parkland Institute
researchers points out that it has actually been a few years since
Alberta has had any net debt, as defined by assets minus
liabilities. The report quotes a government news release:
“Alberta’s net assets are forecast at $20.4 billion as of March 31,
2004. This includes capital assets of $10.5 billion.” (p. 13-14).
The Parkland researchers conclude:

s
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See the Parkland (2004) budget analysis for
examples of how the government has
underfunded other areas like primary and
secondary education and social services.

The Alberta government is caught in an illusory debt trap, one which
it exports to its citizens at large, as a means of ensuring continued
public sacrifices and reduced public expectations, while absolving
itself of genuine or wholesale reinvestments in the public sphere.
(p. 6)31
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The government’s aversion to both debt and public spending
is also leading it to experiment with public-private
partnerships, where private companies build facilities and
lease them back to the government. For many reasons, some
prominent economists argue that these arrangements end up
costing governments more in the long run than if they
borrowed the money and kept the facilities in the public
sector.32
In 2003, the Alberta government announced the creation of a
Sustainability Fund to ensure stable and predictable revenue
for government programs. The fund will allow the government
to avoid cuts to existing programs if revenues drop
significantly, and to cover unforeseen events like natural
disasters. However, if the fund grows beyond its target of
$2.5.billion, the extra money may not be used for program
funding.33 Setting aside money for unforeseen downturns is
prudent in Alberta, where revenues can be volatile due to
changes in natural resource prices. But the Parkland prebudget analysis, though generally supportive of the fund,
cautions that it could also be used to shelter surpluses in order
to avoid investments in social programs.
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Forgone Tax and Resource
Revenues: Turning Down
the Money Tap
HIGHLIGHTS
In Alberta, foregone revenue from personal and corporate
income taxes combined was $8.4 billion between 1996-97
and 2003-04 - and is projected to reach $13.8 billion by
2005-06.
What is really unsustainable is the tax cut agenda.
Using data from 30 OECD member countries, Marc Lee, an
economist with the CCPA, says there is no correlation
between size of government and growth rates of either
per capita GDP or productivity. Lee concludes that low
taxes are not a precondition for a strong economy.
Other research has shown that rather than stimulating
economic growth, tax cuts can actually suppress it.
Support for tax cuts, compared to other priorities, has
been declining steadily over the last 10 years.
Albertans are not clamouring for a tax cut. When asked
what the provincial government’s high priorities should
be, the most common response - from over 70 per cent of
Albertans - was improving the public health care system.

The easiest way for governments to convince citizens that they
cannot afford generous social programs is to reduce their
revenues by cutting taxes. Economist Armine Yalnizyan of the
Canadian Centre for Policy Alternatives (CCPA) uses Finance
Canada data from Budget Plan 2003 to show that the federal
government will forego $130.2 billion in tax revenue from
1997-98 to 2004-05. She also calculates provincial revenues will
lose $118.8 billion to tax cuts over the same period.34 These
foregone revenues are a result of personal and corporate tax
cuts, plus Employment Insurance premium cuts and other tax
cuts - after accounting for increases in other taxes and fees.
42
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Yalnizyan concludes:
...tax cuts cost public coffers a cumulated total of almost $250 billion
in foregone revenues since the late 1990s. At the same time
cumulative increases in public spending on health care, about $108
billion, have been increasingly portrayed as a fiscal threat. (p.8)
So what is really unsustainable - health care spending, or the
tax cut agenda?
In Alberta, foregone revenue from personal and corporate
income taxes combined was $8.4 billion between 1996-97 and
2003-04 - and is projected to reach $13.8 billion by 2005-06.t
Let’s compare Alberta’s foregone income tax revenue with
provincial health spending. Both tax cuts and health
expenditures are in current billions of dollars.

t

These figures were calculated from
unpublished Finance Canada tables for
provincial tax decreases from 1996-97
onward, provided by Yalnizyan.

Table 1. Comparison of Foregone
Income Tax Revenue with
Provincial Health Spending for
Alberta ($ billions)

The overall trend in Table 1 show us that as health spending
rose, the government was letting potential revenues slip away
through tax cuts. Almost half the foregone revenue since 2001
is a result of Alberta’s switch to a single-rate tax system in 2001,
which has reduced revenues by $1.1 billion a year.35 The
Parkland pre-budget analysis points out that although the
single-rate tax has reduced income taxes for low income
Albertans, it favours high income Albertans over middle
income earners.
From the years 2001-02 to 2003-04, the value of the tax cuts
were worth a quarter to a third of provincial government health
spending. In 2005-06, foregone income tax revenue is
projected to be $2.8 billion. If a gap ever does develop between
government revenues and health spending, it will be a fiscal
crisis of the government’s own making.

1996-97

1997-98

1998-99

1999-2000

2001-01

2001-02

2002-03

2003-04

Personal and
Corporate Tax Cuts

0.008

0.03

0.2

2.5

1.1

2.3

2.2

2.3

Health Spending

4.2

4.6

5.0

5.9

6.3

7.3

7.9

8.5

Sources: Finance Canada (2004) unpublished tables; CIHI (2003a) Table F.1.1.1.
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Albertans and other Canadians also need opportunities to
discuss tax fairness and a progressive tax system that would
generate enough revenue to pay for social programs that
citizens cherish as high public priorities - like health,
education, employment, poverty reduction and the
environment. As Tom Kent states in his tax reform paper: “the
future does not lie with the tax cutters”. (p.1) If more of the tax
load is shifted toward those who can most afford to pay, taxes
for lower and middle-income Canadians may indeed fall. That
would further diminish the already-low public support for tax
cuts - and take the wind out of the sails of the anti-tax
crusaders.
Not only has the Alberta government forgone significant tax
revenue, but it also draws much lower royalties and taxes from
oil and gas development than other jurisdictions. A 2004 study
by Alberta’s Pembina Institute concludes that from 1995 to
2002, Alaska collected 2.7 times more than Alberta in taxes and
royalties for each unit of oil and natural gas produced. Norway
collected 3.3 times more such revenue than Alberta.36, u A 1999
Parkland Institute study shows a similar pattern - Alaska
collected almost 1.6 times the petroleum revenue as Alberta
between 1992 and 1997, while Norway collected 2.7 times as
much.37, v The Parkland study also shows that under the Klein
regime (1992-97), Alberta has received less than half the oil
and gas revenues per unit produced, compared to the
Lougheed years (1972-85).
The overall message from the two studies is that the Alberta
government could generate more resource revenue by bringing
royalty and tax measures closer to those of other jurisdictions.
Much of this extra revenue could be reinvested in health and
other social programs as well as clean energy sources. And
some funds could be set aside in the Heritage Fund or the new
Sustainability Fund.

u

Calculations by author based on Table 4-2.

v

The unit of production used was the
equivalent of a barrel of oil.
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Why the Obsession with Tax Cuts?
Evans argues in his 2003 paper Political Wolves and Economic
Sheep that the real agenda behind claims of health system
unsustainability is “regressive income redistribution” particularly for Alberta, B.C. and Ontario, where tax cuts
benefit higher income earners and governments have
instituted numerous regressive fees for public services. He also
notes that after-tax income inequality in Canada is rising.
He further explains that higher income Canadians presently
contribute more to the health system, without getting preferred
access or better care. Any shift toward more private financing,
through user fees and/or private insurance, would reduce the
relative contribution to public health care by people with
higher incomes. Further, if private payments limit access for
people with lower incomes, those who are willing and able to
pay will get better access. In other words “Private financing
quite genuinely offers (the wealthy) ‘more, for less’, while
offering the rest of the population ‘less, for more’.” (p. 19)
Evans further notes that this conflict is not just financial, but is
a moral issue concerning what people in a society owe each
other.
Pressures for private finance are not limited to wealthy people
desiring preferential treatment. Evans argues that private
insurers and providers - especially drug companies – have
vested interests in a system that mixes public and private
insurance. With multiple payers, the ability of governments to
control costs and type of care is reduced.
Evans maintains that the sustainability of the publicly funded
health system is more a political issue than an economic one:
Claims that Canada’s Medicare is economically or fiscally
unsustainable represent part of a broader propaganda campaign to
advance these priorities, ‘softening up’ a generally sceptical and
unsympathetic public to accept that the current form of public health
insurance (which most Canadians strongly prefer) is simply
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impossible to maintain. The agenda is being advanced by right-wing
governments in the larger provinces, with sympathetic coverage from
the country’s dominant newspaper chain. In those circumstances, the
political sustainability of the public system is very much an open
question. But the claims of economic unsustainability appear from the
data to be themselves wholly unsustainable. (p.19, emphasis in
original)...
He concludes “There is a wolf at the door of the Canadian Medicare
system. But it is a political wolf dressed in phony economic clothing to
deceive the sheep.” (p. 23, emphasis in original)

But Don’t We Need Low Taxes to Have a
Strong, Competitive Economy?
Proponents of tax cuts argue they improve our country’s
economic performance. In other words, smaller government
means a stronger economy. But some have questioned this
dominant discourse. Marc Lee, an economist with the CCPA,
says there is no correlation between size of government and
growth rates of either per capita GDP or productivity. His
conclusion is based on data for 30 member-countries of the
Organization of Economic Co-operation and Development
(OECD).38, w
So why have some high-tax countries, such as Norway, the
Netherlands and Demark achieved higher rates of productivity
growth than lower tax countries like the United States? Lee says
it is not so much a question of how much tax is taken as a
percent of GDP, but what the taxes are based on and how they
are spent.

w
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The OECD measured size of government by
tax revenues as a percentage of GDP, and
productivity by growth of GDP per hour of
work.

For example, Lee outlines a recent study showing some welfare
states with large public sectors tax investment capital lightly in
order to keep it in the country. These countries also rely more
on consumption taxes – particularly gas, alcohol and tobacco assuming these taxes will fund beneficial social programs. 39, x
Low taxes are not a precondition for a strong economy.
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On the spending side, Lee notes that welfare states invest in
public health care, education and child care. They believe
public investments in health and education improve the quality
of the workforce, and therefore the growth potential of the
economy. Lee also cites research showing that public
investments in transportation and communication are positively
correlated with economic growth. 40
Other research has shown that rather than stimulating
economic growth, tax cuts can actually suppress it. Ian Hudson,
professor of economics at University of Manitoba, notes that
provinces with balanced budget legislation ensure that tax cuts
are accompanied by spending decreases. He argues that this in
turn reduces economic activity.41 In British Columbia, the
Liberal government dramatically cut spending on public
services to fund a 25% tax cut when it came to power in May
2001. The BC tax cuts led to larger deficits and the highest
debt-to-GDP ratio in BC’s history.42
Some people in the business community recognize that
economic growth will not cover the total cost of tax cuts. The
reason is “leakage”, which describes money that leaves the
country when the wealthy spend and invest their tax savings
abroad, or when those who can afford it put their tax savings in
a bank account instead of spending the money. In 1999, the
BC Business Summit agreed that a tax cut of $1.5 billion would
only recover a third of its value through revenues from
economic growth. The rest, they said, would have to be paid for
by curtailing government spending. 43
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Finally, Yalnizyan argues that the public sector should be
recognized as an economic stimulus:
There is nothing wrong with spending a greater proportion of the
economy on health care...Health care is one of the economy’s engines,
offering well-paid, high-tech jobs in a sector with robust consumer
demand. If we, as a society, choose to buy more health care than SUVs,
what’s the problem? (p.5)

Is the Public Clamouring for Tax Cuts?
In May 2004, the Canada West Foundation released Looking West
2004. This public opinion survey included 800 Albertans. When
asked what the provincial government’s high priorities should
be, the most common response - from over 70% of Albertans —
was improving the public health care system. In comparison,
only 41% of Albertans said tax cuts were a priority. Other high
priorities mentioned by at least two-thirds of Albertans were
ensuring skilled labour, protecting the environment, improving
the K-12 education system, and reducing poverty.44
A recent national Ekos poll, Tracking Public Priorities, found that
tax cuts are a modest priority at best. Support for tax cuts,
compared to other priorities, has been declining steadily over
the last 10 years. Of the 3,000 Canadians surveyed in 2003, 93%
said health care was a top priority, compared to 52% for level of
taxation. Respondents’ average ratings for health care as a
priority, on seven-point scales, was 6.2 for the federal and 6.3
for the provincial government. By contrast, ratings for tax levels
as a priority were considerably lower - at 4.8 for both federal
and provincial governments.45
When asked how they would like the federal government to use
its budget surplus, 63% of Canadian respondents said invest in
social programs, 20% wanted debt reduction and 18%
preferred tax cuts.
Among Albertans, 52% favoured social programs, 23%
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preferred debt reduction, and 25% asked for tax cuts. Results
were similar when Albertans were asked what the provincial
government should do with its surplus. Half preferred social
program investment, 22% suggested debt reduction, and 27%
wanted tax cuts.y
Both surveys suggest that almost twice as many Albertans are
calling on governments to priorize health care than are asking
for tax cuts. Why is a government supposedly concerned about
costs spending a half-million dollars on an unscientific mail
survey to gauge public priorities — when the answers are
already available from reputable research organizations like the
Canada West Foundation and Ekos?

Do We Need Higher Health Care
Premiums?
HIGHLIGHTS
Health care premiums are regressive taxes. Health care
premium revenue in Alberta hit an historical high in
2004. A single individual now pays $528 per year and a
family of two or more pays $1,056.
The Graydon report proposes that premiums rise to
cover about 20 per cent of the total costs of publicly
insured health services, up from the present level of
about 14 per cent. This would require premium increases of about 4.5 per cent a year.
Seven of 10 Canadian provinces do not collect health
care premiums at all. They fund health care through
income taxes.

y

The Alberta subsample was small at 146.
Therefore the margin of error would be
roughly 8%. However, the difference between
the percentage who preferred social
programs versus tax cuts is much larger than
the margin of error.
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Surely Alberta, with its ballooning resource royalties
and annual surpluses, can afford to eliminate health
care premiums for all Albertans.
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Health care premiums are regressive taxes. Albertans pay the
same flat premium regardless of income, unless their earnings
are low enough to qualify for premium subsidies, or if they are
seniors.z As noted earlier, health care premium revenue in
Alberta hit an historical high in 2004. In Alberta, a single
individual now pays $528 per year and a family of two or more
pays $1,056.46
The Graydon report proposes that premiums rise to cover
about 20% of the total costs of publicly insured health services,
up from the present level of about 14%. This would require
premium increases of about 4.5% a year. With seniors no longer
paying premiums, other Albertans will see premiums rise by an
even greater amount so the government can reach its 20%
target.
Only three Canadian provinces charge health care premiums.
BC’s premium system is similar to Alberta’s. Ontario has just reintroduced health care premiums after abolishing them in the
early 1990s. The new Ontario premium depends on one’s
income. Individuals with taxable income of $20,000 or less pay
no premiums. Those earning over $21,000 will pay an incomegraduated amount, from $60 to a maximum of $900 per year.47
The income-graduated Ontario premium is similar to the
Variable National Health Care Insurance Premium proposed in
2002 by the Standing Senate Committee on Social Affairs, Science and
Technology, chaired by Senator Michael Kirby.48 This is more
progressive than a flat-rate premium like Alberta and B.C. have.
However, it may be less costly from an administrative
standpoint to simply increase income taxes to capture the
amount collected through the premium, and to dedicate the
increase to health care. It seems that governments will go to
great lengths, and added costs, to try to convince the public
that a tax is not really a tax.

z
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Premiums for seniors have been abolished as
of October 2004.

Seven of 10 Canadian provinces do not collect health care
premiums at all. They fund health care through income taxes.
Surely Alberta, with its ballooning resource royalties and annual
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surpluses, can afford to eliminate health care premiums for all
Albertans.

The Bottom Line
Alberta’s health care system is sustainable. Health spending
increases have been modest, once adjusted for inflation and
population growth. Both provincial revenues and Alberta’s GDP
are keeping up with increases in health spending. Projections
of future spending trends by Finance Canada economists
suggest that health care systems in Canada will continue to be
affordable as a percentage of GDP. Some specific health care
costs are escalating. These are mostly in categories where there
is extensive private sector involvement - in particular, drug
costs.
The government is misleading Albertans about the state of
health care spending to support an ideology that favours
market solutions and an excessive emphasis on individual
responsibility. That same ideology drives the government’s
obsession with having the lowest tax regime in Canada - the socalled “Alberta Advantage”.
Foregone revenue from income tax cuts and uncollected
resource royalties restricts the funding available for health care
and other public priorities — a skilled workforce,
environmental protection, education and poverty reduction —
identified by Albertans in the recent scientific survey by the
Canada West Foundation. Tax cuts are a low priority for most
Albertans.
If the government is truly worried about a fiscal crisis in health
care, why are they boasting about annual surpluses? And why
are they doing an expensive, unscientific survey of Albertans
about what to do with all the extra money in a debt-free
Alberta?
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Private Finance, Public
Access and Social Costs
As we saw in Chapter 1, the Alberta government has been
musing about expanding the role of private financing within
the public health care system. In this chapter, we examine userpayment proposals that will make sick people pay more for
their public health care than healthy people, and queuejumping schemes that will allow people with money to buy
faster access to procedures that are already covered by
Medicare. We will see that private financing does not save
money. Rather, it increases health care costs for individuals,
businesses and governments. Private financing is therefore not
a solution for health care sustainability.

Making Patients Pay
HIGHLIGHTS
User fees succeed only in keeping the poor, the sick, the
elderly and the disabled from promptly visiting a doctor.
Health problems from delayed diagnosis and treatment
will cost the heath care system more in the long run.
When health care is paid from income taxes, the healthy
and wealthy pay more of the total cost; when health care
is paid for by users, the sick and the poor pay a larger
share.
User payments undermine a key principle underlying
Medicare - pooling our collective resources to care for
each other as part of a common good.

The Alberta government and conservative policy analysts who
say the health system is unsustainable are not calling for more
revenue through progressive taxation. And they argue that
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better management and innovation in public and not-for-profit
delivery is not enough to keep costs under control. Instead,
they tell us that people who use health care should pay more
The call for user payments is couched in the rhetoric of
incentives, choice and individual responsibility.
Charging patients for health care is a form of privatization.
User-pay schemes shift costs from government revenues, to
which we all contribute through our taxes, onto individuals who
have the misfortune to get sick.
Most analysts acknowledge that point-of-service user fees, where
people pay up front at the doctor’s office or hospital, are a
barrier to service for people on low incomes.1, 2 Instead, those
who favour user payments propose schemes like medical savings
accounts and taxation of health care use, which do not involve
up-front payments. But these more complex schemes are really
just user fees with a few added wrinkles.
The Premier’s Council on Health recognized this in the
Mazankowski report, when discussing the idea of making health
care services taxable benefits: “In effect, making health care
services taxable benefits is a form of user fee that is graduated
according to people’s level of taxable income. On the
downside, this approach would mean financial hardship to
some people.” (p. 55)
In an influential and often-cited 1995 paper, User Fees for Health
Care: Why a Bad Idea Keeps Coming Back, health economist
Robert Evans and his colleagues explain that even if user fees
are geared to income, they still shift costs away from the wealthy
toward the less wealthy. And people who use health care will
still pay more than those who do not. 3 Evans further notes in a
2002 background paper to the Commission on the Future of
Health Care in Canada (Romanow Commission) that those who
are better off and do not use health care would, in effect, see a
tax reduction.4
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The following sections first look at how user fees affect patient
demand, costs and patient access. Then more complex user-pay
schemes like medical savings accounts and taxation of health
care are addressed. As we will see, the motives behind user
payments are based not on evidence, but on ideology and
political interests.

Do User Fees Reduce Patient Demand
and System Costs without Compromising
Access to Health Care?
No. Most people are not health professionals. They do not
know if their symptoms are serious or not. That nagging cough
might be just a cold, but it could be the first symptom of
pneumonia. If a patient puts off visiting a doctor because of a
user fee, a disease may not be detected and treated until it
becomes serious. Years of research from various countries have
shown that user fees only succeed in keeping the poor, the sick,
the elderly and the disabled from making a timely visit to a
doctor.5
Health policy analyst Raisa Deber of the University of Toronto
explains that most doctor visits, beyond the first one, are
requested by doctors rather than patients. And going to the
doctor is not like going to the mall - doctor visits are often
inconvenient and uncomfortable. Patients are not consumers
who “shop” for needles, pap smears, or barium enemas just
because Medicare pays. They do not go to doctors unless they
are concerned about their health.
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Deber also says that delayed diagnosis and treatment cost the
system more in the long run, and that user fees are costly to
administer. Evans makes similar arguments. He told the
Canadian Health Services Research Foundation (CHSRF) in
2001 that:
- about half of physicians’ visits are callbacks or referrals;
- hospital care and drug prescriptions only happen by a
doctor’s order;
- patient-initiated first visits likely make up 6-7% of all
health spending, and;
- only about 1-2% of all doctor visits could be seen as
patient-initiated abuse of the system.6
Even the latter 1-2% could be questioned as to whether it
abuse. That term implies intent to harm. It would be more
abusive to deter people from seeking early care. If forsaking
early care leads to more serious illnesses and invasive
treatments, the result will be not only be higher health care
costs, but more stress for patients and their families.
Despite his general opposition to user fees, Evans acknowledges
in his 1995 paper, a possible role for “steering charges” to
discourage behaviours like non-emergency use of emergency
wards. However, if people use health care inappropriately, the
onus is on the system to both educate patients about
appropriate use and make other opportunities for access
available to them. For example, some people may go to
emergency because they lack a family doctor or their doctor is
unavailable at the time they need care. The solution is
improved access to primary health care (including nights and
weekends), rather than charging fees to steer people to a family
doctor or medical clinic. If a hospital were to charge fees,
emergency staff could be tied up providing non-emergency care
to those who can afford to pay for the convenience, at the
expense of those with real emergencies.
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Because user fees for doctors and hospitals in Canada were
banned in 1984 with the passage of the Canada Health Act, there
are no recent Canadian studies on direct point-of-service user
fees. However, when Saskatchewan had user fees for doctor and
hospital visits from 1968-71, the poor and the elderly saw their
doctors less often than before the fees were instituted. On the
other hand, middle and upper-income patients saw their
doctors more often. There was no change in hospital use, as
doctors determined hospital admissions. So the Saskatchewan
experiment found that user fees did not lead to public health
care savings. Instead, private costs to individuals went up - in
particular for the poor, the elderly and those who were
admitted to hospital by their doctor.7
The Saskatchewan results are disputed by economist Carl Irvine
and physician David Gratzer, research associates with the
Atlantic Institute for Market Studies. They draw heavily from
the RAND Health Insurance Experiment that randomly
assigned 5800 U.S. patients to either free health care or one of
several user fee groups. Irvine and Gratzer argue that even
small fees discouraged use, especially of services considered
non-emergency such as cuts that did not need stitches. And
RAND also found that higher fees led to less use. Furthermore,
patients in the various user fee groups had lower costs for
doctor and hospital visits than patients in the free group.8
RAND’s findings have been more critically assessed by the
CHSRF. They point out that people in the higher user fee
groups got less care. The proportion of inappropriate antibiotic
use, hospital stays and admissions were the same with or
without user fees - so fees did not lead to more appropriate
care. The CHSRF emphasizes that in addition to poorer people
in the RAND study using fewer services, sick people were more
likely to die when user charges were initiated. The CHSRF also
argues RAND’s finding that lower health care costs are linked
to user fees cannot be generalized to the health system as a
whole. Each doctor in the RAND study only had a few patients.
By contrast, the CHSRF explains that the Saskatchewan study
examined population-wide trends in use of the health system.
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Irvine and Gratzer do acknowledge that the RAND experiment
found poorer patients were more affected by user fees. They
therefore suggest that putting upper limits on fees or
exempting some services from payment would resolve these
inequities. But evidence from Sweden suggests that these
strategies do not work.

Sweden: The Poster-Country for
Successful User Fees?
Sweden is often presented as a user fee success story. Because
Sweden is often governed by social democratic political parties,
the presence of user fees in their health system is offered as
proof that such fees are effective and fair. Irvine and Gratzer
name Sweden as a country where user fees have no negative
impacts on public health, because there is an annual cap on the
fees, and some people are exempt on the basis on age, income,
high recent system use, or other characteristics.a
As well, the Conference Board of Canada, in its recent sevencountry comparison of health systems and population health
indicators, concludes “Sweden applies cost sharing successfully
and seems to have avoided the consequences that other
countries, such as New Zealand, have experienced.” (p. 109) 9, b
But Swedish researchers, like those elsewhere, have been
finding that user fees deter people, especially the poor, from
seeking necessary care.

a

The most recent figures for Swedish user
fees, from the Swedish Institute (cited in the
Conference Board of Canada’s June 2004
report) are $14/day for hospital and $18-26
for consultation with a primary health car
doctor. Total for a year is capped at $155.

b

The Conference Board notes that New
Zealand has higher fees than Sweden - about
$30 Canadian for a doctor visit. Their report
concludes that New Zealanders are reluctant
to visit a doctor, often leave symptoms too
late, and go to emergency where they do not
have to pay.
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A study of about 5400 randomly selected Swedes found almost
one in four had foregone seeking medical care at least once
during the past year due to cost. Women were more likely than
men to forego care. Of those who described their financial
situation as poor, more than half had chosen not to seek care at
least once in the past year. In fact, the poor were ten times
more likely to forego care due to cost than those who said their
financial situation was good. The unemployed, students,
foreign nationals and single mothers were over-represented
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among the poor and so were less likely to seek care. 10
Furthermore, people who had foregone care perceived their
health as worse and reported more general pains and chronic
disease/disability, including psychosomatic, gastrointestinal,
musculoskeletal and heart/lung symptoms. The study
concludes that user fees deter people from seeking medically
necessary care.
More recently, a team of American and Swedish researchers
have suggested that Sweden’s move toward more cost
containment in health care - and user fees in particular - is
threatening historical goals of solidarity pursued since the
1930s.11 They cite other research showing that throughout the
1980s and early 1990s, Swedes made equitable use of primary
and outpatient care regardless of income. However, by 1993-94,
manual workers were less likely to use the health system than
other workers with similar health status. And between 1990 and
1994, highly educated Swedes were more likely to report seeing
a doctor within the past three months, despite their better
health.

c

Data was from the Swedish Survey of Living
Conditions. Sample size for people with
chronic illnesses or disabilities was about
2600 in 1988-89 and about 3000 in 1996-97.
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Swedish researcher Bo Burstrom of the Karolinska Institute
compared health care use in 1988-89 and 1996-97 for Swedes
who reported having a chronic illness or disability.c User fees to
see a doctor almost doubled during that time. Burstrom
concludes that low income adversely affected whether Swedes
sought medical care in 1996-97. In contrast, income did not
influence care-seeking in 1988-89. People with lower incomes
were most likely to have chronic illnesses or disabilities. Those
in the lowest income groups were less likely to seek the medical
care they believed they needed in 1996-97. This was especially
true of younger patients and immigrants. The study also
showed that lower income groups were more likely to use
emergency, but less likely to be admitted to hospitals, in 199697 than in 1988-89. There were also trends toward less use of
doctors and hospitals in general by lower income groups,
though these findings were not statistically significant.12
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The Swedish health system underwent restructuring similar to
Canada in the time period Burstrom studied, with cuts to
hospital beds and shorter in-patient stays. So user fees were not
the only influence on the care people received. However,
Burstrom points out that income disparities in Sweden also
grew during that time period, as user fees increased. He also
notes that other surveys showed more people with chronic
health conditions reporting financial difficulties.
Burstrom therefore concludes that low income Swedes may
perceive a financial barrier to health care. This is consistent
with his finding that the link between income and the decision
not to seek care was stronger than the relationship of income to
care actually received. This confirms Deber’s assertion that
patients have more control over their first contact with the
health system than over subsequent care received, and that user
fees most likely deter the first visit.

User-Fee Ideology:
Better Care for the Better-Off
In their 1995 critique, Evans and his colleagues explain that
user fees are attractive to some constituencies because they
shift costs from healthier and wealthier Canadians to the poor
and the sick:
When health care is paid for from taxes, people with higher incomes
pay a larger share of the total cost; when it is paid for by the users,
sick people pay a larger share. If user fees are increased, the amount
of taxation required to finance a given level of health care will fall,
reducing the burden on those with higher incomes and tax liabilities,
and raising the burden on those with greater needs for, or at least
greater use of, care services. Some gain, some lose...The wealthy and
healthy gain, the poor and sick lose. (p. 362-63)
Evans’ team further states that if user fees have different
impacts on people in different income groups, they may also
differentially influence health status:
64
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If user charges are as likely to discourage ‘needed’ as ‘unneeded’
contacts, and if they serve not to reduce overall use but to reallocate
services from those with less ability to pay to those with more, and if
at least some of the services thus reallocated are not only ‘needed’, as
judged by clinicians, but actually effective, then user charges will
reallocate health outcomes as well...User fees may redistribute not only
money and access to care, but health itself, from lower to higher
income groups. (p. 381, emphasis in original)
In addition, they note that because small user fees do not save
the health care system money, there would be pressure on
provincial governments to continue to increase the charges
over time. This would lead to pressure to allow private
insurance for Medicare-funded services:
At some point, the burden of such charges on patients will become
sufficiently severe that the ban on private insurance will no longer be
sustainable. After that, the spiral of increased user charges, increased
private coverage...and pressure for tax subsidies (such as now enjoyed
by dental, pharmaceutical, and extended health services), will be very
hard to stop. There is a great deal of money to be made from breaking
up Medicare. (p. 375, emphasis ours)
They point out that the argument for user fees defines
appropriate care by willingness to pay. And because willingness
to pay is related to ability to pay, Premier Ralph Klein and
former Cabinet Minister Steve West assume that people with
more money have greater and more important health needs
than those with less money.d In summary, Evans’ group
concludes that for user fee proponents, “the standard for
judging the appropriateness of care is not what the care does,
but who gets it.”(p. 381)

d

Evans et al. quote both Premier Klein and
Steve West - a former cabinet minister in the
Alberta government who is now the
Premier’s Chief of Staff - making statements
to the Globe and Mail promoting user fees in
1993.
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User Fees by Different Names
The two most commonly discussed wrinkles on the user fee
concept are medical savings accounts and taxation of health
care use. This section addresses each of these.
Medical Savings Accounts and Variable Premium Accounts
The Mazankowki report touts medical savings accounts (MSAs)
and variable premium accounts as incentives for Albertans to
stay healthy and use health care wisely. Both schemes would
give individuals a set amount of money in a personal health
account. Once a person used up those funds, she or he would
pay for some portion of health care use until public coverage
for “catastrophic costs” kicked in.e
There was some anticipation that individual health accounts
would figure prominently in the recent Graydon report on
health care sustainability, given that its authors were from an
MLA Task Force commissioned to follow up on the
Mazankowski recommendations concerning revenue
generation. However, the Graydon report says there is no
evidence that MSAs or variable premium accounts save system
costs, and flags several problems:
-

-

e
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A fuller discussion of these personal
accounts, including their implementation
and evaluation, is contained in the Parkland
Institute’s 2002 report Reclaiming Medicare:
A Response to the Mazankowski
Misdiagnosis.

individual accounts would create hardship for people
with serious or chronic illnesses;
when people are allowed to keep the “surplus” in their
accounts from year to year, that money is lost to the
health system as a whole; and
having personal health accounts for Albertans is likely
incompatible with portability of health care between
Canadian provinces.13

Many of their criticisms reflect previous arguments by
organizations concerned about equity in access to health care,
such as the Parkland Institute and Friends of Medicare.14,15
The most research on MSAs is from Singapore, where they have
existed since 1984. Health costs in Singapore continue to rise
and shift from governments to individuals.16,17 A recent study
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in Manitoba examining the likely impacts of introducing MSAs
in Canada concludes that “because most of the population is
relatively healthy and spends very little on hospital and
physician medical services, few savings can be found from
inducing the general population to spend less.” (p.49) Author
Deber and economists Evelyn Forget and Leslie Roos of
University of Manitoba point out that the lowest spending 50%
of Manitobans used about 4% of health care spending. In
contrast, he sickest 1% accounted for 26% of all expenditures
on doctors and hospitals. 18
Deber and her colleagues explain that no savings can be
expected from people who use almost no health care. Costs to
government would therefore increase and/or the sick would be
taxed to provide money to the healthy. That is, MSAs would
increase both Medicare costs and out-of-pocket costs for the
sickest individuals.

Taxing the Sick: Health Care Deductibles and Income Taxes

HIGHLIGHTS
A health care tax (deductible) is just a user fee by another
name.
Taxing health care use hits a person in poor health harder
than a person with the same income who is in better
health.
Taxing health care use will not save money. It will just shift
costs from the public purse to private pockets, penalizing
people who need health care.
The health care deductible proposed in the Graydon
report lets the government raise taxes, while still being
able to say income taxes have not gone up.
If the health care deductible is adopted, Albertans will be
taxed three times for health care - once through income
tax, a second time through premiums, and a third time
through the deductible.
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The revenue-generating strategy favoured in the Graydon
report is a new health care deductible, to be added to the
existing system of health care premiums. The deductible would
be geared to income and administered through the income tax
system - in effect making health care a taxable benefit.f
This scheme is the most progressive of user-pay options, and has
some degree of multi-partisan political support. Prominent
Liberal policy architect Tom Kent proposed in 2000 that the
costs of Medicare services be totalled each year and provided to
individuals in a form similar to a T4 slip. The percentage of tax
owing on health care would be geared to income, perhaps on a
progressive scale of 5-10% of total income. So for a family
earning $50,000 a year, the maximum value of health care taxed
would be $2500. This $2500 would be assessed at the 24% tax
rate (in 2000), for payment of $600. Kent also suggests that the
tax could be adjusted for family size and payment deferred in
cases of prolonged illness. Families with low incomes would pay
little or no tax. 19
Another model is presented by the C.D. Howe Institute. One of
the authors is Jack Mintz, C.D. Howe President and University
of Toronto economist. Mintz favours lower taxes and marketoriented health care reforms. Their proposal calls for people to
pay 40% of their health care costs, up to a maximum of 3% of
any income above $10,000. So if a family earns $50,000 a year
and uses $2000 dollars worth of health care, that family would
pay $800. If the same family incurred $10,000 worth of health
care, they would pay $1200 - which is 3% of $40,000 - rather
than $4000. Because people would pay a fixed percentage of
health costs, capped at 3% of income, the authors call their
proposal a co-payment rather than a taxable benefit. However,
it is still a tax on health care use, and less progressive than
Kent’s proposal. 20

f
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The existing health care premium would also
be collected through the tax system, but
would remain a flat fee that would not vary
by use of the health system.

Proponents of taxing health care use argue that the payments
would make both patients and providers more aware of health
care costs, and provide an incentive for both to use the system
less. There are, however, ideological differences among those
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who favour the tax. Kent views it as a way to sustain and
strengthen Medicare. He generally supports strong social
programs and progressive taxation. In a second paper in 2002,
Kent is more attentive to the drawbacks of taxing health care
use. He acknowledges that a person in poor health would be hit
harder than a person with the same income but in better
health.21 His primary rationale for taxing health care use is
political. He sees it as the least unfair option for politicians
facing resistance to more progressive income taxes — fairer
than either up-front user fees or medical savings accounts. He
writes:
Certainly over-doctoring and over-drugging are marginal to the total
cost of health care. But they are already enough in the public mind to
be fuel for critics...to ignore them is to invite reluctance to spend
money on renewing Medicare and to strengthen the tax-cutting
politicians who would prefer to diminish it. (p. 16)
By contrast, the C.D. Howe team views taxing health care use as
a way to save money for additional income tax cuts for the rest
of the population.
Health economist Robert Evans argues in his 1995 paper on
user fees, that if overt usercharges at the time of service do not
limit health care use and costs, income tax adjustments months
later are unlikely to do so. The Mazankowski report makes a
similar point. It says that a taxable benefit would be less visible
than other user payment options because many people do not
realize how much income tax they pay. For this and a number
of other reasons - including a concern that Albertans would feel
they were being taxed twice for health care — the Mazankowski
report does not support making health care a taxable benefit.
As previously discussed, most health care use is initiated by
health professionals rather than patients. Therefore, taxing
health care use will not save money. Rather, like other forms of
user payments, such a tax will shift costs from the public purse
to private pockets, penalizing people who receive necessary
health care.
Parkland Institute • November 2004
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Taxing patients is also unlikely to alter provider behaviours.
Informing doctors of the cost of each procedure will not
change their practice if they believe those procedures are
necessary and are rewarded for them through fee-for-service
payment. The practices of doctors and other health
professionals are more likely to be altered through teamwork
within primary health care centres, alternatives to fee-forservice payment, a greater emphasis on prevention, and
enhanced opportunities for professional education about
current best practices. We will return to these issues in a later
discussion of primary health care.
A Made-in-Alberta Approach: The Health Care Deductible
The health care deductible is another method on taxing health
care use. The Graydon report proposes that Alberta’s health
care deductible be capped at 1.5% of a person’s income. So the
maximum deductible for someone with Alberta’s average
taxable income of $31,000 would be $465. The amount paid
would be less if the person used fewer than $465 worth of
health services. The deductible would be paid at income tax
time. Children and people with disabilities or chronic diseases
with no earned income would be exempt. The Graydon report
states that the deductible “is based on the idea that people who
use the health care system more should pay more if they can
afford it, up to some point.” (p. 16).
The proposed cap on Alberta’s deductible is lower than the
limit proposed by either Kent or the C.D. Howe Institute. This
may be due to the likelihood that Albertans will resist yet
another form of tax, given a 20% increase in the regressive
health care premium in 2002 and the Graydon report’s
recommendation for more premium hikes of about 4.5% a year.
The report also acknowledges that the deductible cost might be
a disincentive for some people to seek care, and that even
though it is not a point-of-service user fee it might still
contravene the Canada Health Act. All these factors may have led
the report’s authors to set the Alberta deductible at a relatively
modest level compared to other models in the literature - in
hopes of dampening political and public opposition.
70

Public Remedies, Not Private Payments: Quality Health Care in Alberta

Chapter 2

So why did the Graydon report favour the deductible, when the
Mazankowski report favoured medical saving accounts or
variable premium accounts and was cool toward taxing health
care use?
When a Tax is Not a Tax
The health care deductible appears to be a retreat from the
more radical proposals in the Mazankowski report - while
staying consistent with its overall directions. Those include
giving people financial incentives to take care of their health
and use less health care, shifting a greater proportion of health
care costs directly to patients, and connecting specific health
care costs to individual Albertans.
The deductible is also a way for the government to raise taxes,
while still being able to say income taxes have not gone up. The
Graydon report acknowledges the simplicity and relative
progressivity of eliminating health care premiums by raising the
provincial single rate tax from 10% to 12%, and using the
additional funds for health care. But they ultimately reject that
option.
One reason they reject an income tax increase is because they
believe it provides no incentives for patients or providers to
change their behaviour. But their other two reasons are related
to the Alberta government’s ideology around taxes. First, the
report states: “Albertans are not very supportive of income tax
increases and it runs counter to the government’s commitment
that the only way taxes are going is down.” (p. 14) The other
argument is that Alberta’s tax competitiveness could be affected
unless other provinces and countries also raise taxes to provide
more health care funds.
Those two arguments only make sense if individuals and
businesses view the health care deductible as something other
than a tax. This defies logic. The Graydon report suggests that
every Albertan over age 18 would receive an annual statement
of health care costs (a T4H). And payment of both the
deductible and existing health care premiums would be
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administered through the income tax system.
Instead of thinking that taxes are going down, individuals and
businesses considering Alberta as a place to work, invest or
employ people are more likely to believe that Albertans are
taxed three times for health care - once through income tax, a
second time through premiums and a third time through the
deductible. Potential employers may fear having to pay the cost
of health care deductibles as an employee benefit, the way that
many employers now cover employee health care premiums as
well as premiums for supplementary private insurance. Triple
taxation of health care hardly sounds like an Alberta Advantage
for either businesses or individuals.

A Trojan Horse for Expanding Private Health Insurance?

HIGHLIGHTS
The combination of health care deductibles and premiums
could make Medicare start to resemble private health
insurance in the eyes of Albertans.
If Albertans see little difference between Medicare and
private health insurance, it would become easier for the
government to increase the private insurance role over
time.
If the government allows queue jumping through private
payment for Medicare procedures, and raises health care
premiums and deductibles, Albertans may start asking for
more private insurance.
Private health insurance costs more for individuals,
businesses and the health care system.

Health care deductibles, along with premium increases, could
make Medicare start to look more like private health insurance
in the eyes of the public. The Graydon report confirms this
72
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when explaining how the deductibles and premiums would
work together:
Health care premiums would become more like a ‘real’ insurance
premium. They would provide coverage in case people face high costs
for health care in a year if they are seriously ill, need surgery, or have
an accident...In addition, people would also now pay a deductible
to cover the annual costs of the health services they use - up to a
limit based on their income. After that limit, all further costs would
be covered by the premium. (p. 16)

Of course, the proposed premium plus deductible system is not
identical to private insurance. Deductibles would be geared to
income. Albertans would not be charged differential premiums
for different levels of service or be penalized for pre-existing
conditions like a previous heart attack or cancer. Nobody would
be refused coverage. In contrast, private insurance plans
provide different levels of service according to the premium
rates we can afford, and they can charge exorbitant premiums
or refuse coverage to people with pre-existing health problems.
However, the government could confuse Albertans into
thinking a public “premium plus deductible” system is simply a
more generous version of the types of private insurance plans
they have for drugs or eye and dental coverage. It would then
become easier for the government to create a greater role for
private health care insurance over time. And as health
premiums - and perhaps deductibles as well — continue to rise,
Albertans may start asking for more private insurance options.
At present, Albertans cannot use private insurance for publicly
covered procedures. But if Alberta were to opt out of the
Canada Health Act, this restriction would no longer be in effect.
When the Graydon report was released, Premier Klein told the
Globe and Mail that the government had considered allowing
patients to pay directly for some Medicare-insured hip and knee
surgeries at facilities in Edmonton and Calgary.22 Should the
government allow this in future, there would be more demand
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for private insurance from those who want to pay to leave the
public queue.
As well, the Mazankowski report suggests a larger role for
private insurance companies to cover services not covered by
Medicare. The more the government can promote private
insurance, the easier it will be in future to de-list services or
avoid covering new services through Medicare. For example,
instead of expanding public coverage for diagnostics and home
care, as recommended by Romanow, the government could
promote private insurance plans for those services and/or
contract with private insurers to provide coverage - as they
presently do for prescription drugs.23
There are other hints that the government has an eye on more
private health insurance in the future. For instance, the
Graydon report proposes sending Albertans statements of their
health care costs. The government used to send out such
statements until 1988. They stopped the practice because they
found little value in it, and the annual cost of producing and
distributing statements was over $1 million. The stated reason
for reviving the practice is that Alberta’s health care system has
grown more complex and expensive, so it is important for
Albertans to know how and where money is spent on their
behalf for health care.24
Given that most procedures are determined by doctors rather
than patients, it is hard to see how sending Albertans cost
statements will substantially reduce their health care use. If cost
statements did not work before 1988, why assume they will work
today?
But cost statements are consistent with an ideology that makes
individuals responsible for their health, and they can be put to
other uses by the government. The cost information for
individuals will be used to calculate health care deductibles if
the Graydon report recommendations are implemented. And
the cost information could be used in the future to facilitate
more private insurance involvement in the system.
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Electronic health records make it much easier to track
individuals’ health care use and costs than in past years.
Electronic health records are viewed by some pro-Medicare
analysts as essential to improving co-ordination of care and
evaluating health outcomes.25 However, Albertans must be
vigilant as to how the records are used, and what safeguards will
protect us from invasions of privacy and commercial
exploitation by insurance companies.

What’s Wrong with More Private Health Insurance?
Expanded private insurance would further shift health care
costs from the government to individuals, creating further
inequities in access to care. High-income Albertans could
afford more private insurance than low and middle-income
Albertans.
Any expanded role for private health insurance will not just
increase costs to individuals. Business costs will also go up. A
2002 Globe and Mail article outlines some concerns of business
and labour leaders. In that article, the Conference Board of
Canada points out the competitive advantage of public health
care: “... any policy debate on the future of the health care
system in Canada should recognize not only Medicare’s
symbolic value to individual Canadians, but also its economic
contribution to the competitiveness of Canadian businesses visà-vis the United States.” (p. B10)26
The article also reports a KPMG survey showing Canada as the
least costly place to do business out of nine countries — with a
14.5% cost advantage over the U.S. This finding is based on
comparisons of wages and benefits, taxes, transportation and
utility costs. The study concludes that universal health care is a
significant factor in keeping down private benefit costs in
Canada. The Globe and Mail article includes a prediction from
the Communication, Energy and Paperworkers Union that if
universal health care coverage is eroded and unions go after
employers for private coverage, labour costs could rise - “it will

Parkland Institute • November 2004

75

Chapter 2

become the bargaining issue of the decade” (p. B10). Given the
concerns raised by both labour and business, there would be no
Alberta Advantage in expanding the role of private health
insurance.
Expanding private health insurance will also add costs to the
health care system itself. Harvard University researchers Steffie
Woolhandler and David Himmelstein teamed up with Terry
Campbell of the Canadian Institute for Health Information
(CIHI) to compare health care administration costs in the U.S.
and Canada. They present data showing that the average
overhead cost of U.S. private insurers is 11.7%, compared to
3.6% for U.S. Medicare (for seniors) and 6.8% for Medicaid
(for the poor). Public and private insurance overhead
combined made up 5.9% of total U.S. health care spending.
In comparison, overhead costs of Canada’s provincial Medicare
plans made up only 1.3% of the funds spent on doctors and
hospitals. And overhead costs for Canadian private insurers
averaged 13.2% — higher than for their U.S. counterparts.27
Why would any government concerned about the sustainability
of health care even consider a greater role for private insurers?
If Alberta allows a private payment alternative for Medicareinsured services like knee and hip surgery, people who want to
pay for fast access will create a market for private insurance to
cover those procedures. Australia’s experience should serve as
a caution.
Australia has a parallel private health insurance system that
covers hospital services that are also insured by Medicare.g
Health economists from McMaster University and the National
University of Australia explain that the private system was set up
based on assumptions that it would save public costs, reduce
wait times and increase quality in the public system through
competition. To encourage Australians to buy private
insurance, the government subsidized its purchase and
legislated industry requirements for coverage.
g
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The research team, led by McMaster’s Jeremiah Hurley,
evaluated the impact of Australia’s parallel private system. It did
not save the public system money. It actually cost the Australian
government $1.5 billion. If the money spent to encourage
Australians to buy private insurance had been given to
hospitals, between half and two-thirds of all private sector
demand could have been met in the public system. 28
Hurley and his colleagues note that even without providing
subsidies for enrolling in private insurance, costs to the public
system are likely to go up when there is a parallel private
system. This is because private insurers focus on simple, elective
procedures, leaving complex and expensive cases to the public
system. Pre and post-surgical care is often done in the public
sector. Furthermore, privately insured patients in Australia use
public services whenever possible in order to avoid user
charges, unless they see a clear advantage to using private
services in a particular instance. And because there is a limited
pool of health professionals, competition between public and
private sectors can drive up human resource costs and reduce
the supply of workers in the public sector.h
Hurley’s team argues that a parallel private health insurance
system cannot be independent of the public system. The only
way it can save public dollars is if the public health system is
allowed to deteriorate. Otherwise, people are unlikely to
choose private payment over public services. The researchers
also conclude that Australia’s parallel private system did not
reduce wait times in the public system.

h

Though the main focus of both Hurley et al.’s
evaluation and the present report is health
system financing, many of the points made
by Hurley et al. also apply to private, for-profit
delivery.
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Robert Evans explains that when Canadian Medicare coverage
of doctors’services was implemented by all provinces in 1971,
there was a sharp break in the preceding trend of escalating
costs. Contrary to the arguments of those who believed at the
time that Medicare would be too costly:
Universal, comprehensive coverage was not more expensive than the
fragmented mix of public and private insurance coverage and out-ofpocket payment. Consolidation of expenditures in the hands of a
single payer made possible control of rates of escalation (of costs).
(p. 5, emphasis in original)29

The Bottom Line on User Payments
Arguing that user payments provide financial incentives to stay
healthy is misguided. Not only do they deter people with lower
incomes from seeking care, but they do not save overall health
care costs because most patient care is determined by doctors
rather than patients.
User payments also over-emphasize individual responsibility for
health. Taking good care of ourselves is important. But despite
our best efforts, any of us could be struck down by weak genes
or bad environments. Eating well and exercising may not
prevent a degenerative disease like multiple sclerosis. And
people who live close to sour gas flaring can do little to protect
themselves from air pollution.
Medicare provides a collective pool of funds from which all of
us draw when we get sick, according to our needs. User
payments undermine the principle of caring for each other as
part of a common good.
More user payment schemes will make it easier for the
government to enhance the role of private insurance in the
health care system. This will lead to higher costs for individuals,
businesses and the health care system itself.
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Jumping the Queue
HIGHLIGHTS
The Premier has proposed that people be allowed faster
access to hip and knee surgery by paying privately for
treatments covered by Medicare. This violates the Canada
Health Act.
There are already some forms of queue jumping in
Alberta - such as when people buy a private MRI and
then get faster treatment in the public system.
Allowing private payment for medical procedures only
shortens wait times for people who can pay to jump the
queue - while public system wait times for the rest of us
usually get longer.
If for-profit facilities really reduced wait times, they
would go out of business. People would not pay for
private care if they were satisfied with public wait times.

Three Tales of Buying Faster Access
to Health Care
Three scenarios presented below illustrate how Albertans can,
or soon may be able to, jump the queue for health care because
of their ability to pay. The first scenario involves direct private
payment for treatment covered by Medicare. This is presently
illegal, but if the Alberta government carries out its threat to
challenge the Canada Health Act, patients will be able to leave
the public queue and start a shorter private one - if they can
afford to pay. The government recently proposed this scenario
for hip and knee replacements.
The second scenario involves private payment for diagnostic
tests, and is already common. For example, Albertans can buy a
private magnetic resonance imaging (MRI) test rather than wait
for one in the public system. They can then use their quick
results to jump the public queue for treatment. This happens
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because the Canada Health Act does not legislate that diagnostic
tests must be publicly insured through Medicare.
The third scenario involves bundling a Medicare-insured
procedure with one that Medicare does not cover. The patient
can pay for the uninsured procedure and get the Medicare
procedure as part of the deal. This sometimes happens with
cataract surgery.
Contrary to the government’s assumptions, queue-jumping
does not reduce wait times in the public system. Public waits
either get longer or remain unchanged. Queue-jumping via
private payment only shortens wait times for those who can buy
their way to the front of the line - resulting in greater inequities
in access to care.

Political Heat Forces Premier to Retreat on Allowing the
Sale of New Hips and knees – Until After the Election
When Premier Klein spoke to the media on June 30th after
releasing the Graydon report, he confirmed that the report did
not include all the government’s intentions for changes to
health care. As previously discussed, Klein told the Globe and
Mail that his government had considered allowing private forprofit hip and knee replacement clinics to operate in
Edmonton and Calgary. His caucus backed off because the issue
became a focus of the federal election campaign. Klein said the
private surgery proposal would violate the Canada Health Act,
and that Albertans would be consulted about such controversial
reforms. Consultations did not happen. Perhaps the Premier
did not want to hear Albertans’ opposition to queue-jumping
before the fall election.

Private MRI Results: Ticket to Public Queue Jumping
As mentioned earlier, some Albertans pay privately for an MRI,
rather than waiting for one in the public system. Those patients
then get faster public treatment. In 2000, the provincial health
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care advocacy organization Friends of Medicare challenged the
federal government to investigate Alberta for allowing this form
of queue-jumping. Friends of Medicare documented 32 people
who were told by doctors they could get faster treatment by
paying for an MRI at a private clinic. Many people felt they had
no choice but to pay. The federal government ruled that these
private charges were a user fee, but charged no penalties to
Alberta for violating the Canada Health Act. The Alberta
government then set up the MRI Review Program to assess
claims from 2600 patients who felt forced to pay for private
MRIs due to long waits in the public system. By October 2001,
the government had paid out $1 million to reimburse 1400
Albertans for tests that the committee judged had been
medically necessary.30,31, 32 However, the situation remains
unresolved. The province currently provides an MRI scan free
for anyone with a doctor’s referral, but Albertans can still
choose to buy a private MRI if they wish.33 Because the Canada
Health Act does not classify diagnostic tests as medically
necessary, there is no restriction on paying for a private scan to
get a quicker diagnosis than the public system can provide. That
is why the Romanow report proposes that the federal
government close this loophole by:
-

bringing diagnostic services under the Canada
Health Act;
dedicating funds to improve diagnostic wait times; and
reconsidering present regulations that allow workers
compensation agencies to contract with private clinics for
faster diagnoses than the public system provides.34

Cataract Surgery:
Bundling Insured and Uninsured Procedures
A recent Globe and Mail article describes a private cataract clinic
in Montreal that charges $1500-2500 per eye for faster access to
surgery than is available in the public system. The President of
Cataract MD, Dr. Mark Cohen, wants to expand to other
provinces. He proposes bundling insured with uninsured
services to avoid running afoul of rules in provinces with more
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restrictions on private clinics than Quebec. Cohen says that in
Ontario, he will combine free cataract surgery in a package deal
with corrective laser surgery, a cosmetic procedure not covered
by Medicare. A federal health spokesperson responded that
such “bundling” raises concerns under the Canada Health Act.35
Bundling insured and uninsured procedures is not new. It has
happened in Alberta. In March 2000, retired electrician Jack
Caswell told CBC-TV he paid $4,000 to the Gimbel Clinic in
Calgary for refractive lens surgery, which included removing his
cataracts.i His private payment allowed him to wait a few
months rather a year in the public system.36
Gordon Guyatt, a physician and researcher at McMaster
University, argues laser surgery leads to complications for some
patients, including loss of night vision.37 So bundling necessary
cataract surgery with laser surgery exposes patients to added
risks from a medically unnecessary procedure.

The Myth of Private Finance as a
Pressure Valve for Wait Times
More private finance is a simplistic solution to a complex
problem. And it does not work. A recent review by University of
Toronto health policy researcher Carolyn Tuohy and her
colleagues examines how private finance affects public health
care, including wait times. They conclude that where parallel
private insurance systems exist for procedures that are also
publicly insured, public wait lists and times actually get longer.
Britain and New Zealand, which have parallel systems, have
longer waits than Canada.38

i
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Laser surgery is the most common type of
refractive lens surgery.

Tuohy’s team also note that in Australia, where private health
insurance is heavily subsidized by government, patients’ use of
the parallel private health system has had no effect on public
wait times. The percentages of Australians on wait lists and
those waiting more than four months for elective surgery are
similar to Canadian percentages. Jeremiah Hurley and his
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colleagues conclude from their evaluation of Australia’s parallel
private system that wait times did not change from before to
after its implementation. A recent review by researchers Jeremy
Hurst and Luigi Siciliani for the Organization for Economic
Cooperation and Development (OECD) presents a more
optimistic view. They suggest that more uptake of private
insurance from 1999-2001 may be contributing to falling
Australian wait times for some procedures. However, the OECD
report also shows that waits have shortened by less than 20% for
most of those procedures, and wait times for other procedures
have gone up.39
Recall that Hurley’s team concludes that Australia’s parallel
system costs the government $1.5 billion a year - an amount that
would meet one-third to one-half of all private demand in the
public sector.j It makes no sense for Australia’s public system to
forego this revenue for the sake of marginal improvements in
wait times for a few procedures.
The Netherlands, where patients must choose either the public
or private system and cannot move between the two, has similar
wait times to Canada. However, Tuohy and her colleagues note
that the Dutch system requires extensive regulation of both
public and private insurance to make the two systems work
together, and that there is a lack of political consensus on how
they should work.
Tuohy’s team acknowledges the difficulty of international
comparisons because of differences in definitions and
measurements. So they also present within-country
comparisons from Britain. Regions with higher levels of private
insurance coverage had more people waiting in the public
system - even after controlling for household income, age of
population and public spending levels. When public wait times
dropped in Britain, it was because of increases in public
funding.
j

This is based on a $2.2 billion a year net loss
from subsidies for private insurance
purchase, minus $800 million in savings to
the public hospital sector.
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Private Financing and Day Surgery Wait Times
The above comparisons focus on inpatients, or lump inpatients
and outpatients together. However, many procedures are done
as day surgery on an outpatient basis. How does private finance
affect public wait times for day surgery? This issue has been
extensively studied for cataract surgery.
A 1997 study by Carolyn DeCoster and her colleagues at
University of Manitoba found that patients waited longer for
cataract surgery if their doctors worked in both the public and
private sectors. Those patients waited up to 23 weeks in 1996,
compared to waits up to 10 weeks for patients whose doctors
worked only in public hospitals.k The shortest waits - up to four
weeks - were in the private for-profit clinics that charged a
facility fee of about $1000.40, l So when governments say private
payments shorten wait times - they do, but only for those who
can afford to pay or who make a financial sacrifice because they
are desperate for prompt treatment.
A follow-up study by the same researchers in 2000 found similar
results. Patients whose doctors practiced only in the public
system waited up to 10 weeks for cataract surgery. Those whose
doctors practiced in both public hospitals and private for-profit
clinics waited up to 26 weeks. Once again, private clinic waits
were shortest. People from high income neighbourhoods were
more likely to pay for private surgery than people from lower
income neighbourhoods. Women, on average, waited about
three weeks longer for surgery than men.41

k

Major hospitals are often private not-forprofit entities that operate at arms length
from provincial governments. However, they
are often called “public” because they get all
their funding from government and are an
integral part of the public health system.

l

The surgery itself was covered by Medicare.
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Consumers Association of Alberta researcher Wendy Armstrong
has studied cataract surgery wait times in Alberta. Though
Armstrong used expected wait times rather than actual wait
times used in Manitoba’s study, she also found that more private
for-profit involvement was linked to longer wait times in the
public system. Wait times were related to how much cataract
surgery was contracted out by regional health authorities to
private clinics. In Calgary, where all cataract surgeries were
performed in private clinics, patients waited an average of 16 to
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24 weeks. In Edmonton, where 80% of cataract surgeries were
done in public hospitals, waiting lists were five to seven weeks
long. In Lethbridge, where all cataract operations were
performed in the public system, patients waited an average of
only four to seven weeks.
Though Armstrong focused on for-profit delivery rather than
private financing, she argues that public contracts to private
clinics often subsidize start-up costs of other services not
covered by Medicare. This eventually draws doctors away from
Medicare-insured work to more lucrative uninsured activities
like laser surgery.42 Armstrong’s example illustrates that even
when governments provide financing for Medicare procedures
and only the delivery is privatized, the private for-profit sector
can use that public financing to subsidize development of other
privately-financed services.

Why Does Private Finance
Not Solve Wait Time Problems?
Tuohy’s research team offers several possible reasons why
private finance lengthens public wait times. First, providers
could be drawn from the public to the private system if they can
make more money from private patients. Second, providers
may have an incentive to maintain lengthy waits in the public
system in order to increase demand on the private side. Third,
private finance may increase overall demand for care, including
care in the public system related to complications or follow-up.
In addition, DeCoster and her Manitoba colleagues suggest that
doctors who practice both publicly and privately might put
patients on a public wait list earlier so they are ready for surgery
when called. The researchers did not suggest that those doctors
are trying to influence patients to choose the private side.
However, putting patients on a public list early could lead some
of them to pay for faster treatment if they believe that they are
waiting a long time and are at risk.
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Gordon Guyatt offers yet another reason that private for-profit
clinics are unlikely to shorten wait times problems in the public
system:
If there aren’t substantial waits in the public system, why would
anyone pay more for surgery? If for-profit clinics substantially
reduced waiting lists, they would drive themselves out of business.
Investors who own clinics that charge patients depend on
unacceptable waits in the public-pay system for the survival of their
enterprise.43

The Bottom Line on Private Finance
and Wait Times
Allowing private payment for publicly insured procedures does
not shorten wait times. At best, private finance has no positive
impact on public wait times; at worst, it lengthens them.
Allowing people to pay to jump the queue only succeeds in
creating inequities between those who can afford to buy faster
service and those who cannot. The solutions to long wait times
are stable resources and better management, as we will see in
the next chapter.
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Conclusion
Private finance does not make health care more affordable or
wait times shorter. Private finance actually adds costs to the
public system. If lower and middle income Albertans put off a
doctor visit because they know their health care use will be
taxed, they may develop more serious health problems that are
more expensive to treat. If employers cover deductibles for
employees, as many now cover premiums, the cost of doing
business in Alberta will go up. The costs of administering the
new health care deductible and sending a health care cost
statement to each Albertan could be better spent on providing
care. And if the role of private insurance expands, costs to
individuals, businesses and the government will go up. Private
payment for medical procedures does not shorten wait times,
except for people who can afford to pay. Wait times in the
public system either remain long or get even longer.
The main impacts of injecting more private finance into public
health care will be to create inequities among Albertans in their
access to care, and to make health care more expensive for
everyone, including taxpayers.
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Better Management and
Broader Thinking
Tackling Wait Times
Albertans Are Waiting
More than one in five Albertans (22%) reported that they or a
household member were waiting for a health service in 2004,
according to a recent Alberta Health and Wellness survey
conducted by the University of Alberta. And of the 14% of
Albertans surveyed who received care but were dissatisfied with
it, over 40% gave long waits as the reason.1
Almost 40% of Albertans experienced some difficulty with
access. Two-thirds of them said the problem was long waits. If
we single out only those reporting a high need for health care ,
almost 20% reported that it was very difficult to access health
services and over one third said it was a bit difficult. So wait
times are a concern for Albertans.
Long wait times have costs — not only to the health system, but
also to patients in lost income and quality of life, to employers
when employees on wait lists cannot work, and to governments
through foregone income taxes.2 We could add costs to family
members - most often women — who provide informal care for
someone who is waiting. The recent Alberta survey found
negative impacts on quality of life for people who felt that they
had not been able to access a health service when needed including emotional or physical distress, worsening health, or
delayed recovery.
What to Do About Wait Times?
There is no magic fix for reducing wait times. In 1998, a group
of Canadian researchers led by Claudia Sanmartin of University
of British Columbia produced a major synthesis of wait list
problems and solutions. They published a concise version in
the Canadian Medical Association Journal. Some problems the
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team identified include:
• lack of standards for whether and when a patient is placed on
a wait list - for example, a patient could be put on a list on
the date of the first visit to a general practitioner, the last presurgery consultation, or the date the surgical facility is
notified;
• different ways of measuring wait times - for example, some
evaluations of wait times use expected wait times; others use
actual time between wait list placement and completed
surgery;
• statistics can be misleading - for example, if average wait time
is used, a few patients with long waits can skew the results,
making wait times look longer than they really are for most
patients;
• lack of consistency and co-ordination of lists, because most
lists are kept by individual doctors or hospitals;
• lists are not audited - they could contain patients who have
already had the procedure, no longer wanted it, had a
change in condition so no longer needed the procedure, or
had died. People may also be on a list for a procedure that is
inappropriate for their condition or for which there are
better alternatives. Sanmartin’s team notes that research in
other countries, particularly Britain, has shown that 20-40%
of patients are inappropriately placed on wait lists.3

HIGHLIGHTS
Wait times are a concern for Albertans.
Research in other countries, particularly Britain, has shown
that 20 to 40 per cent of patients are inappropriately
placed on wait lists.
Large infusions of public money will not reduce wait times
in the absence of better management. The solutions to
long wait times lie in better management of wait lists.
The Canadian Medical Association and the Canadian
Nurses Association conclude that more public capacity and
better management are the best tools to solve wait times
in the long term.
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So what are the solutions? Sanmartin and her colleagues
conclude that more private care will not reduce public wait
times, for reasons similar to those given by other researchers
cited in Chapter 2 of this report. However, her team is equally
critical of large infusions of public money in the absence of
better management.
They are also sceptical of care guarantees within a fixed wait
period, as recommended in 2002 by the Senate Standing
Committee on Social Affairs, Science and Technology (Kirby
report) and the Premier’s Advisory Council on Health
(Mazankowski report).4,5 Sanmartin’s team explains that in
Britain, initiatives geared to patients with long waits did reduce
wait times for those patients, but lengthened waits for more
urgent patients who had been on the list for a shorter time.
These concerns were later raised by the Commission on the
Future of Health Care in Canada (Romanow report) in 2002.6
The researchers also suggest that shorter wait lists could lead
doctors to more readily refer patients for procedures, which in
turn could lengthen wait lists and times.
Sanmartin’s team concludes that the solutions to long wait
times lie in better management of wait lists. Their suggestions
include:
• list audits and periodic reassessment of patients to remove
those who should not be on a list and to reduce last minute
cancellations;
• prioritizing patients according to clinical urgency, within
times defined as appropriate by clinical evidence;
• centralized wait lists within a region to facilitate prioritization
and co-ordination;
• referral to doctors with the shortest lists (In another article,
the same research team recommends that the public, as well
as doctors and managers, should have access to wait times
information.7);
• reducing follow-up visits through more phone contact and a
greater follow-up role for general practitioners and nurses.
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One of the recommendations in the Mazankowski report, which
has since been implemented, is a website that informs Albertans
and their doctors about wait times for different providers. As
will be discussed later, this will only be effective if it is part of a
broader strategy.
TAMING THE QUEUE
HIGHLIGHTS
Some strategies for reduced wait lists include:
• using list audits and periodic reassessment of patients to
remove those who should not be on a list and to reduce
last minute cancellations;
• implementing centralized booking and better coordination among health care providers and institutions;
• making referrals to doctors with the shortest lists;
• ensuring that the public, as well as doctors and
managers, have access to wait times information;
• reducing follow-up visits through more phone contact
and a greater follow-up role for general practitioners
and nurses;
• consulting with the public and health professionals to
prioritize medical conditions, starting with those of
clinical importance where waits are long;
• informing patients and the public about why and how
long they have to wait, as well as how their priority is
determined compared to other patients;
• addressing gaps in human resources and expanding
public capacity;
• creating benchmarks for wait times based on a
combination of clinical evidence and public preferences,
and using priority-setting tools such as those from the
Western Canada Wait List project;
• publicly reporting wait times using national databases
and regional on-line wait list registries;
• maximizing efficiencies for inter-provincial co-ordination
of specialized care and use of clinical practice guidelines;
• investing in a continuum of care - co-ordinating disease
management strategies across prevention, primary care,
acute care, home care, rehabilitation and long-term care;
and
• enhancing research and evaluation of best practices.
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In July 2004, the Canadian Medical Association (CMA) and the
Canadian Nurses Association (CNA) released The Taming of the
Queue. The report proposes a 10-point plan to improve wait
time measurement, monitoring and management. The first two
strategies involve communication. The first is to consult with
the public and health professionals to prioritize medical
conditions to be addressed, starting with those of clinical
importance where waits are long. The second is to inform
patients and the public about why and how long they have to
wait, as well as how their priority is determined compared to
other patients.8
The third strategy is to address gaps in human resources and
system capacity. The report notes that a shortage of doctors,
acute care beds and equipment are associated with longer wait
times, and that Canada lags behind other countries on all these
indicators of capacity. So the CMA/CNA authors call for
recruitment and retention of health professionals, as well as
training more providers and developing long-term plans for
human and physical resources.
The fourth strategy is centralized booking and better coordination among health care providers and institutions. The
fifth one involves creation of benchmarks for wait times based
on a combination of clinical evidence and public preferences,
and use of priority-setting tools such as those from the Western
Canada Wait List project (WCWL). The WCWL has been
testing ways to help doctors prioritize where on a wait list
patients should be placed, based both on need and potential to
benefit from a treatment. The project has produced physicianscored point-count tools for assigning wait list priority to
patients in five areas: cataract surgery, general surgery
procedures, hip and knee replacement, MRI scanning, and
children’s mental health. In jurisdictions where these tools are
implemented, there will be ongoing monitoring and evaluation
of validity, reliability, feasibility, acceptability and benefit to
patients.9
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Like Sanmartin’s team, the CMA/CNA authors reject the
notion of care guarantees. They reiterate that these have been
problematic in other countries and that for doctors,
“guaranteed waiting times represent a conflict between a policy
of treatment according to clinical need and treatment based
simply on time spent waiting.” (p. 19)
The sixth strategy focuses on publicly reporting wait times using
national databases and regional on-line wait list registries. The
seventh strategy is maximizing efficiencies. This involves more
inter-provincial co-ordination of specialized care and use of
clinical practice guidelines. More controversially, the strategy
also suggests a move towards activity-based funding, similar to
the service-based funding proposed in the Kirby report. The
CMA/CNA team suggests that with activity-based funding,
services could expand or contract as needed, rather than being
artificially constrained by budget caps.
Others have been critical of service-based funding. Paul
Jacobson, a health economist in Toronto, agrees service-based
funding provides an incentive to treat. He also points out that
paying a fixed amount up front for procedures, as in the U.S.
Medicare system, shifts some cost risks to providers because
they need to operate within the fees they are given. However,
Jacobson also outlines some risks of a service-based funding
model. It can provide an incentive to cut costs and possibly
services, or to focus on easier cases (“cream skimming”).
Without global budgets, Jacobson suggests there will be an
incentive to increase use of health services in order to bring in
revenue. Service-based funding can also lead to “up-coding,” diagnosing a patient’s condition at a higher level of complexity
to gain more funding.10 So overall, there is no evidence that
switching to service-based funding would be superior to the
present global budgeting system for hospitals.
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The eighth strategy presented in The Taming of the Queue calls
for investment in a continuum of care. The CMA/CNA authors
call for disease management strategies co-ordinated across
prevention, primary care, acute care, home care, rehabilitation
and long-term care. The report does not get into specific
examples of the continuum of care.
However, other research concludes that the best type of care
depends on the patient’s health and service needs. A British
Columbia study by home care expert Marcus Hollander
concludes that the evidence for home care as a cost-effective
substitute for residential long-term care depends on the
patient’s condition. His team found that, on average, health
care costs to government for home care clients were half to
three quarters of costs for clients in residential care. But costs
were lowest for clients who were stable in their level and type of
care. For clients who died during the study, costs were higher
for home care clients than for residential clients. Half of all
home care costs were associated with hospital use and were
incurred when there was a change in the level and type of care
needed.11 We also need to consider whether savings from home
care or other types of community care are indeed savings, or
merely a shifting of costs to others such as family members (in
particular, women) or community not-for-profit agencies.
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The ninth strategy in The Taming of the Queue is to enhance the
portability provisions of the Canada Health Act so patients can
get timely care in another province or country if it is not
available in the patient’s own province. The researchers also
propose a Canada Health Access Fund to support patients and
family members if a patient receives care in another
jurisdiction. However, the report does not address potentially
higher health care costs to provinces if patients are sent out of
country for care, especially to the U.S. The earlier-discussed
OECD report on wait times suggests that while strategies like
sending patients abroad or purchasing services from the private
sector may be less costly in the short to medium term because
of the high cost of building extra public capacity, it is likely
cheaper in the medium to longer term to expand public
capacity.
The tenth and final strategy is a commitment to best practices
through enhanced research and evaluation. This involves
research to learn success stories and best practices, including
ways to prioritize patients for waits across different types of
services.
In summary, The Taming of the Queue is focused on addressing
wait times through reforms in the public system. More public
capacity and better management are the best tools to solve wait
times in the long term.
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What Is Happening in Alberta?

HIGHLIGHTS
The Alberta government is doing some positive work to
expand public health system capacity and improve wait
time management, especially for cardiac and orthopedic
surgery. Measures implemented to date include:
• the on-line wait registry is now in place for a number
of procedures;
• wait time standards have been set and are presently
being monitored for cardiac services, major joint
replacements, MRI/CT scans, breast and prostate
cancer, and children’s mental health services, and
more flexible access standards have been set based on
clinical evidence of what constitutes an appropriate
wait time for a specific condition;
• the government is expanding public capacity, and has
already announced $700 million in initiatives to
reduce wait lists and times, half of which will go to
building facilities that add beds and service capacity;
• specific strategies have been set to target reduced
waits for cardiac surgery, MRIs and orthopedic
surgery; and
• province-wide centralized booking will be
implemented in orthopedic surgery for joint
replacements, to be expanded to other selected
services by 2006.
This work needs to continue and be expanded to other
types of procedures.
The government must also provide stable, predictable
health care funding, rather than periodic one-time
funding infusions.

Alberta Health and Wellness is implementing wait list
management strategies that are consistent with some
recommendations in The Taming of the Queue. The on-line wait
registry recommendation from the Mazankowski report is now
in place for a number of procedures. The Health Reform
Implementation Team has backed off from the Mazankowski
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recommendation of guaranteed wait times, and has instead set
more flexible access standards based on clinical evidence of
what constitutes an appropriate wait time for a specific
condition. Wait time standards have been set and are presently
being monitored for cardiac services, major joint replacements,
MRI/CT scans, breast and prostate cancer and children’s
mental health services.12
The latest annual report from Alberta Health and Wellness
presents wait times for a number of procedures in 2003-04.
Progress from the previous year has been mixed. Waits for heart
surgery have generally been decreasing, and targets have been
reached for inpatient but not outpatient surgery. Waits for
radiation therapy for breast and prostate cancer have improved
in some instances, but not consistently. Wait times for hip and
knee surgery are similar to the previous year, and are still above
targets. The number of Albertans waiting for MRIs continues to
rise.13
When the Alberta government released the Graydon report on
June 30th, they also announced $700 million worth of initiatives
to reduce wait lists and times. Half that amount, $350 million,
will go to building facilities that add beds and service capacity.
Six hundred hospital beds will be fast tracked in the Capital and
Calgary regions. 14
The announcement also included specific strategies to reduce
waits for cardiac surgery, MRIs and orthopedic surgery. Some
patients scheduled for Coronary Artery Bypass Grafting will
receive intensive home care in order to free up hospital beds
for more surgery. This is expected to reduce wait times to two
weeks from over nine weeks. New access standards also are
expected to shorten wait times for other cardiac patients.
Capital Health will offer non-urgent MRIs on weekends. The
Chinook and Palliser regions have already set targets to reduce
non-urgent MRI waits.
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A major initiative is also underway to reduce wait lists for joint
replacements:
New centralized orthopedic intake clinics in Calgary, Red Deer and
Edmonton will assess patients for surgery and assign them to
surgeons. Freeing orthopedic surgeons from initial screening will
allow them to provide 1,200 additional joint replacements this year.
For context, in 2003 the province provided a total of 5,328 joint
replacements. Improved co-ordination of care is the first step in
developing access standards for orthopedic care. (p. 1)
Furthermore, the Health Reform Implementation Team’s
report points out that orthopedic surgery will be the first area
to experiment with province-wide centralized booking. Other
selected services will be centrally booked by 2006. This is
positive, as the on-line wait time registry will only be effective if
there is central co-ordination of wait lists.

MARKET IDEOLOGY PERSISTS IN SPITE OF EFFECTIVE
PUBLIC SOLUTIONS
The government is doing some positive work to expand public
health system capacity and improve wait time management,
especially for cardiac and orthopedic surgery. This work needs
to continue and be expanded to other types of procedures. The
government also must provide stable, predictable health care
funding, rather than periodic one-time funding infusions of the
type announced on June 30th.
Private payment for surgery will not reduce wait times. We saw
in Chapter 2 that private financing often lengthens waits and
costs overall - for individuals, businesses and governments. So
why is the government talking about letting people with money
pay for hip and knee replacements, when Alberta Health and
Wellness and the regional health authorities are already taking
steps to reduce orthopedic waits through public system
reforms? If the government goes ahead and allows this type of
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queue-jumping after the election, it will be yet another
illustration of how they are letting market ideology take
precedence over evidence in decision-making..

Renewing Primary Health Care
What Is Primary Health Care?
Primary health care is our first point of contact with the health
system, encompassing health promotion, disease prevention,
treatment and rehabilitation. It involves teams of health
professionals who encourage our participation in decisions
about our care, and recognizes the individual, social and
environmental factors affecting our health.15,16
Health Canada further explains primary health care in its
guidelines for the Primary Health Care Transition Fund:
• community-based and focused on specific needs of
individuals and populations;
• more emphasis on health promotion, illness and injury
prevention, and chronic disease management - to help
people to stay healthy and not just focus on treatment once
they are sick;
• greater access to health services, 24 hours a day seven days a
week, so people can get advice and care outside regular office
hours;
• care provided by a team (for example, nurses, family
physicians, nutritionists, counsellors) so the most appropriate
care is given by the most appropriate provider; and
• greater coordination and integration of primary care with
other health services, such as hospitals and home care
services.17
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HIGHLIGHTS
Characteristics of a Community Health Centre include
community involvement, more extensive use of teams of
providers from various professions, and a strong emphasis
on prevention. Doctors are often paid by salary rather
than fee-for-service.
A variety of models of community care have been in
existence for many years across Canada. Such models have
existed in Alberta since the 1980s.
Early evaluations of CHCs show some evidence for cost
savings and improved quality of care.
We cannot conclude that the doctor payment method
alone made the difference in cost savings or quality of
care, given other differences between community-centred
models and conventional private medical practice.
The broader literature on primary health care is clear that
there is no one factor that is singly responsible for the
early successes of community-centred models.
From 1998 through to 2006, Alberta has allocated $54
million to 66 primary health care projects through federal
and provincial funds.
The diverse variety of early and more recent primary
health care models in Alberta demonstrate that
innovations can happen in the public sector or closely
linked community not-for-profit agencies.

Early Community-Centred Primary Health Care Models
Community-centred models have existed for over 30 years.
There are now 160 centres locaux de services communitaires
(CLSCs) in Quebec’s public health care system. There are 68
community health centres (CHCs) in Ontario, as well as a
smaller number in several other provinces including Alberta.
CHCs are private not-for-profit agencies governed by elected
community boards. They contract with government to deliver
services to specific communities. Both CLSCs and CHCs serve
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specific geographic populations and are open nights and
weekends. They do health education and promotion, and link
with other community services to address social issues. Health
professionals work in teams and doctors are often paid by salary
rather than fee-for-service.18,19
Salaries and other alternative payment methods are advocated
by health reformers concerned about the drawbacks of fee-forservice. For example, Cathy Fooks of Canadian Policy Research
Networks argues that fee-for-service is based on single services
delivered by one professional at a time. It does not facilitate
care delivered by teams of professionals. And it does not
compensate doctors for time spent on administrative,
managerial, educational or communications tasks.20
Early evaluations of CHCs and CLSCs show some evidence for
cost savings and improved quality of care. A Saskatchewan study
in the 1980s found that CHC patients used fewer hospital
services and drugs than fee-for-service patients in the same
communities. An evaluation in Ottawa indicated that hospital
use was lower among CHC patients than fee-for-service patients.
There is also evidence that CLSCs in Quebec have provided
better quality of care for some interventions than doctors in
fee-for-service practice. Finally, a study in Sault Ste Marie in
northern Ontario found overall health costs per person were
lower for patients in a health service organization (HSO),
compared to fee-for-service patients. 21, 22
HSOs usually differ from CHCs in that doctors work in group
practices and are paid a set amount of money for each patient an approach called capitation. HSOs are typically not
community-driven. But the Sault Ste Marie clinic is an
exception. According to primary health care advocates Michael
Rachlis and Carol Kushner, it has many characteristics of a
CHC, including community involvement, more extensive use of
teams of providers from different professions, and a strong
emphasis on prevention.23

106

Public Remedies, Not Private Payments: Quality Health Care in Alberta

Chapter 3

All the above evaluations were small and had limitations. We
therefore cannot conclude that the doctor payment method
alone made the difference in cost savings or quality of care,
given other differences between community-centred models
and conventional private medical practice. The broader
literature on primary health care is clear that there is no one
factor that is singly responsible for the early successes of
community-centred models.24

Recent Models of Primary Health Care
More recent models of primary health care have both
similarities to and differences from the earlier communitybased models. For instance, S.E.D. Shortt, health policy
researcher at Queen’s University, identifies five key elements of
recent approaches:
• rostering, whereby each patient is enrolled with a particular
doctor to enhance continuity of care and a closer doctorpatient relationship;
• better access to primary health care providers in order to
decrease use of emergency rooms and walk-in clinics;
• multidisciplinary teams to increase preventive care and
health promotion, and to redistribute the workload among
different professionals - which allows doctors to focus on
situations where their skills are most needed;
• enhanced information technology to improve coordination
among between multiple care providers; and
• changing payment for doctors from fee-for service to
alternative payment plans.25
However, the recent models take place in a wider range of
settings, like regional health authorities and private family
doctors’ practices. These models often use capitation payment,
where doctors receive a fee to cover overall care of each patient
on a roster.
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Primary health care reform is still in the early stages. Because
many recent models were funded as demonstration projects, it
is too early to tell which ones will be sustained in the long term.
Health policy analyst and physician Michael Rachlis further
argues that newer models have not worked as well as the earlier
community-centred models, because recent primary health care
policies have been heavily influenced by provincial medical
associations, to the exclusion of other groups such as nurses
and existing community health centres. He gives the example
of Family Health Networks in Ontario, where only 300 doctors
(3%) had signed up by the end of 2002 and fewer than 10
nurse practitioners were involved. Rachlis argued in 2003 that if
the federal government wants effective models of primary
health care implemented, it will have to target funds to
community-centred models which have been recommended for
decades but have faced political resistance from doctors and
provincial governments.26
There is little hard evidence to date regarding which models
are most effective. Evaluations of older models were limited.
Evaluations of recent models have so far focused mainly on
structures and processes, with little data on patient outcomes or
health system quality and costs. No one model has emerged as
best. At this point, Health Canada evaluation consultants Ann
Mable and John Marriott recommend that both newer and
older models should play a role in primary health care
renewal.27, 28
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How Should Doctors Be Paid?

HIGHLIGHTS
How should doctors be paid? Each alternative to fee-forservice payment has strengths and limitations.
Capitation with rostering provides a more co-ordinated
continuum of care to patients and targets resources to
population needs. However, this approach could take
away patient choice to seek service elsewhere and could
lead to under-servicing patients, taking only the easiest
cases (“cream skimming”), or referring more patients to
specialists.
Salaried doctors can spend more time with patients.
Salaries also promote more egalitarian organizational
structures. However, salaried doctors may see fewer
patients because there are no incentives to see more.
A blended model with elements of both may be more
palatable to doctors at this point in time.
More evaluation is needed, different payment methods
and ways of organizing primary health care.

There is conflicting evidence on whether there is a relationship
between how doctors are paid and the quality of care they
provide, according to Shortt’s recent review of primary health
care issues. As we saw earlier, the degree of teamwork may be
more important than the payment method.
Furthermore, cost savings from primary health care may not
show up in doctor costs. For instance, the previously discussed
Saskatchewan evaluation of CHCs found that in the short term,
doctor costs were higher in CHCs than in fee-for-service
practice. The savings were longer term, when CHC patients
needed fewer drugs and less hospital treatment.
Each alternative to fee-for-service payment has strengths and
limitations. Mable and Marriott suggest that capitation with
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rostering has the advantage of allowing health professionals and
funders to get away from volume-driven services. They suggest
that capitation with rostering provides a more co-ordinated
continuum of care to patients and better targeting of resources
to population needs, and also leads to development of
electronic databases to better co-ordinate comprehensive care
across the health system.
However, Brian Hutchison and his colleagues at McMaster
University, who specialize in doctor-payment methods, caution
that capitation could lead to under-servicing patients, taking
only the easiest cases (“cream skimming”), or referring more
patients to specialists.29 For example, the success story of the
Sault Ste. Marie HSO described earlier was unique. Some of
Hutchison’s earlier research concludes that there were no
overall differences in hospitalization rates between patients of
capitated Ontario HSOs compared to fee-for-service practice.30
As well, rostering could take away patient choice if either
doctors or patients are penalized if patients seek service
elsewhere. York University health policy researchers Pat and
Hugh Armstrong explain that patients might sometimes wish to
discuss a sensitive issue with a health provider who does not
know them or their families.31 Examples might be birth control,
abuse, or mental health.
Salary payment also has strengths and drawbacks. Rachlis and
Kushner note that salaried doctors can spend more time with
patients. Salaries also promote more egalitarian organizational
structures and decision-making processes between doctors and
other professionals. However, salaried doctors may see fewer
patients because there are no incentives to see more. So though
salaries encourage more time per patient, they could also lead
to longer waiting times unless other providers like nurse
practitioners are used to their fullest capacity.
Some of the newer primary health care models use variations
on both the capitation and salary models, as well as models that
blend alternate payment methods with fee-for-service. These
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are negotiated between provincial governments and medical
associations. Hutchison’s group suggests in their 2001 paper
that blended models may be more palatable to doctors at this
point in time. The bottom line is that provinces are
experimenting with primary health care models that offer
alternatives to fee-for-service payment, but no one payment
model is a clear winner.
More evaluation is needed, both of payment methods and ways
of organizing primary health care. This will require support
from doctors. Hutchison’s group notes that though doctors are
more willing to consider other payment methods than in the
past, many perceive alternative payment plans as a threat to
clinical autonomy. Also, doctors have little experience working
in teams, even with other doctors Rachlis suggests this be
addressed by starting with small projects that introduce doctors
to teamwork in order to gain their support.

What Is Happening in Alberta?
Alberta has three long-established community health centres —
Edmonton’s Boyle McCauley Health Centre, Calgary’s
Alexandra Community Health Centre and the Calgary Urban
Project Society (CUPS). These have existed since the 1980s and
are based on the CHC model adopted in other provinces,
particularly Ontario. They contract with regional health
authorities to serve geographic areas with large low income
populations.
This section briefly describes some of Alberta’s newer models.
The diverse variety of early and more recent primary health
care models in Alberta demonstrate that innovations can
happen in the public sector or closely linked community notfor-profit agencies.
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EXAMPLES OF RECENT PRIMARY HEALTH CARE PROJECTS
From 1998 to 2006, Alberta has allocated $54 million to 66
primary health care projects through federal and provincial
funds. This section briefly describes three of them.a The new
provincial Local Primary Care Initiative model is also outlined.
Calgary Shared Mental Health Care Initiative.
Forty-four Calgary family doctors have teamed up with four
psychiatrists and five other mental health practitioners to
improve mental health care in the Calgary Health Region. In
this shared care model, psychiatrists meet regularly with family
doctors, and they see patients together. This process better
equips the doctors to recognize mental health symptoms in
their patients and determine a suitable treatment plan.
Feedback from family doctors indicates more comfort with
treating mental health patients.32
Northeast Community Health Centre (Edmonton).
The Northeast Community Health Centre combines
community-based services with a 24-hour emergency
department. Multidisciplinary teams provide care. In addition
to family medicine, the Centre offers home care, dietary,
mental health and diagnostic services. It also has services
geared to specific population groups such as women, seniors,
children and cultural groups. An independent evaluation in
2000 found that patients living in the area had better access to
health care, and providers and clients were generally satisfied
with the model. However, it was too early to assess patient
health status and cost-effectiveness. 33,34,35

a
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Many more examples from across Canada
can be found in Michael Rachlis’s (2004) book
Prescription for Excellence.

Taber Integrated Primary Care Project.
Eight family doctors from Taber’s only medical clinic are paid
by capitation to look after the health needs of all Taber
residents. This gives doctors the freedom to participate in
health promotion and health system planning. There is
integrated Well Baby care between doctors and Chinook Health
Region’s public health nurses, which decreases duplication of
services, increases access and improves communication among
providers. A nurse practitioner delivers Well Woman clinics and
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counseling. There have been fewer hospital admissions and
emergency room visits since the project started. Doctors are
seeing more patients, but seeing them less often and making
more referrals to chronic disease and wellness programs.36
Local Primary Care Initiatives (LPCIs).
In November 2003, the Alberta Medical Association (AMA),
Alberta Health and Wellness and Alberta’s regional health
authorities (RHAs) reached an eight-year deal on primary
health care.37 This agreement allocated $100 million for a
three-year initiative to provide access to coordinated primary
care services 24 hours a day, seven days a week.
Doctors will partner with their RHA to form Local Primary
Care Initiatives (LPCIs). Doctors must agree to deliver a
comprehensive basket of services to a specified patient
population. Each LPCI will receive up to $50 per year per
patient.38 Nearly 300 physicians and eight RHAs are preparing
business plans to open 11 LPCIs by early 2005.39
LPCIs are supposed to improve coordination and integration of
primary health care with other areas of the system — such as
diagnostics, hospital and specialist care, home and long-term
care, and public health. LPCIs will encourage more use of
multi-disciplinary teams and greater emphasis on health
promotion, disease prevention and chronic disease
management. However, family doctors will have the central
role. The AMA takes a strong position on the autonomy of
doctors, their central role in primary health care and their
right to choose how they are paid.40,41 It remains to be seen how
nurse practitioners and other professionals will be involved and
how broad their scope of practice will be.
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ALBERTA NEEDS TO KEEP INNOVATING
WITHIN THE PUBLIC SYSTEM
Current primary health care initiatives in Alberta, including
those involving private practice family doctors, are closely
integrated with the regional health authorities that are the
backbone of our public system. However, the increasing use of
patient rosters and electronic databases could make it easier in
future for investor-owned private for-profit providers to move
into primary health care.b For example, the Mazankowski
report argues that:
Different health providers should be able to form ‘care groups’ and
offer a range of health services to individuals and to health
authorities. These organizations could be established on a corporate
model and allow providers the option of providing a range of insured
and uninsured services. This option would provide more flexibility
for different providers to work together, provide comprehensive care
and meet people’s needs. (p. 67)
This quote and other Mazankowski report statements about a
corporate model raise concerns about a future expanded role
for investor owned for-profit clinics. This happened in the U.S.
with health maintenance organizations (HMOs). Health policy
analyst Colleen Fuller of B.C. explains that in the 1970s and
early 1980s, most HMOs were community-based, not-for-profit
organizations that offered a wide range of primary health care
services. By the late 1990s, most HMOs had been taken over by
for-profit insurance companies that limit how providers practice
and what services are available to patients.42 Given the Alberta
government’s ideological commitment toward a greater role for
private for-profit health care, Albertans would be wise to be
vigilant as primary health care models evolve over time.
b
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Private practice family doctors bill Medicare
for services, and the payments received
cover their personal earnings plus overhead.
So those doctors are accountable to
government, as well as to their patients and
to professional standards. However, doctors
working in investor-owned private for-profit
facilities also have to be accountable to
shareholders - whose interest in profits are
likely to conflict with the public interest in
quality and cost control.

The existing primary health care initiatives in Alberta show that
innovation can happen within the public RHAs and local
organizations closely tied to those RHAs. The government
should continue to evaluate these models, expanding and
improving them as needed.
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Controlling Spiralling Drug Costs:
Pharmacare
HIGHLIGHTS
According to the Canadian Institute for Health
Information, public sector drug costs have been the
second-fastest growing expense over the last 10 years,
after capital expenditures.
There is still no national pharmacare program. Though
the recent federal-provincial agreement from the 2004
First Ministers’ Meeting on Health Care includes a
National Pharmaceuticals Strategy, it falls far short of the
first-dollar coverage for all drugs recommended by the
National Forum on Health.
Alberta’s present premium-based model penalizes lowerincome Albertans and gives people with higher-incomes a
financial advantage.
Existing pharmacare coverage varies widely by province.
Besides failing in terms of social equity, the patchwork of
provincial plans leads to missed opportunities for
significant savings in areas like bulk-buying and lower
administrative costs.
At the rate drug costs are climbing, reforms are essential.
Solutions have been proposed for several years - bulk
buying, consistent formularies across Canada,
professional education independent of drug companies,
prescribing lowest-cost alternatives, and using non-drug
options where possible.

This section describes how prescription drug costs are the
second-fastest growing area of government health spending,
and why we need a national pharmacare program. In the
absence of a national program, Alberta is taking some steps to
control costs. However, public drug coverage in Alberta is less
generous than in the other western Canadian provinces. Given
Alberta’s abundant resource revenue and annual surpluses, we
can do better.
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Growing Drug Costs and Limited Public Drug Coverage
The amount of government money spent on drugs is more than
the amount spent on doctors, and is second only to the amount
spent on hospitals. According to the Canadian Institute for
Health Information (CIHI), public sector drug costs have been
the second-fastest growing expense over the last 10 years, after
capital expenditures.43
Roughly 80% of drug costs in Canada are for prescription
drugs. The National Drug Expenditure Report from CIHI presents
data for increases in prescription drug costs after
adjusting for inflation and population growth. The data show
that from 1993 to 2003 there was a 61.2% increase in provincial
and territorial government drug costs, and a 72.2% increase in
private drug costs.c Comparable figures for Alberta are a 70.6%
government cost increase and a 74.1% private increase.44,d
Furthermore, CIHI shows prescription drug costs rising relative
to overall government health expenditures. In 1993, drugs
made up 5.9% of health spending. By 2003, drug costs were
projected to reach 8.9% of spending.e Alberta spends a bit less
on drugs than the Canadian average, but shows a similar
increase. In 1993 drug spending in Alberta was 4.8% of
government health spending, projected to rise to 7.1% of
health spending in 2003, or $204 per Albertan.f

c

See Table A.2 Part 1 in CIHI (2004) Drug
Expenditure in Canada 1985-2003.

d

See Table B.9.2. Part 1 in CIHI (2004)

e

See Table A1 Part 2, Table A2 Part 2 (CIHI
2004)

f

See Table B.9.1 Part 2, Table B.9.2. Part 2 (CIHI
2004)

g

This figure includes mainly provincial
government spending, along with smaller
amounts of federal and Workers Compensation Board contributions.

h

All percentages are calculated from Table
B.9.1 in CIHI (2004)
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CIHI shows that in Alberta, 46.4% of prescription costs are
covered publicly.g Alberta ranks fifth after Manitoba, Quebec,
B.C. and Saskatchewan, all of which have higher shares of
public spending on prescription drugs. For 2003, Manitoba’s
public share is expected to be highest, at 53%. In 2001, B.C.
paid the highest public share, again at 53%.h
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The Need for Pharmacare
In 1997, a national panel of experts recommended a
pharmacare program for all Canadians. The National Forum
on Health argues that prescription drugs are as medically
necessary as doctor and hospital services, and that drugs
covered in hospital are usually not covered when the patient
goes home. The Forum’s report calls for first dollar coverage,
with no deductibles or co-payments.45 Joel Lexchin, Toronto
emergency doctor and York University professor, argues that
Pharmacare would most benefit people with lower incomes,
who spend a greater proportion of their incomes on drugs, are
less likely to have private drug insurance, and are more likely to
get sick.46
There is still no national pharmacare program, though the
latest federal-provincial agreement from the First Ministers’
2004 Health Summit includes a National Pharmaceuticals
Strategy. The task of formally defining a national standard for
“reasonable” catastrophic coverage is now in the hands of a task
force that does not have to file a progress report until June
2006.47 Catastrophic drug coverage would limit what people
pay for drugs in a year, as recommended in both the Romanow
and Kirby reports. But it falls far short of the first dollar
coverage for all drugs recommended by the National Forum on
Health. The CIHI National Drug Expenditure Report notes that
among 11 OECD countries, Canada provides the third-lowest
level of public spending on drugs, after the U.S. and Korea.
What does the lack of national pharmacare mean for
Canadians? Existing pharmacare coverage varies widely by
province. No province provides first dollar coverage and all
have deductibles and co-payments. Each province has it own
formulary, which is the list of drugs they will cover.48 In other
words, our access to publicly covered drugs, and our protection
from drug costs, depends on where we live in Canada.
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The current system of deductibles and co-payments are in effect
user fees for drugs. The impact of these fees on lower income
populations is similar to what we have seen in the user fee
literature for doctors and hospitals.
For instance, Quebec expanded its public drug plan to cover
the general population in 1996. They offset the extra costs by
bringing in fees for welfare recipients and low-income seniors,
who were previously exempt from deductibles and co-payments.
And the low fees that other seniors were paying were raised. A
study led by McGill University epidemiologist Robyn Tamblyn
found a number of adverse effects following these policy
changes. Welfare recipients and seniors used fewer essential
drugs, made more visits to emergency, had more hospital and
nursing home admissions, and more deaths.49

How Does Alberta’s Drug Coverage Compare
to Other Provinces?
ALBERTA’S CURRENT PLAN
Alberta’s provincial drug plan is administered through Alberta
Blue Cross. Most Albertans pay premiums. Seniors and people
on social assistance do not. Single people pay $246/year; those
low income Albertans eligible for subsidies pay $172/year.
Families pay $492/year; those eligible for subsidies pay $344.
Other low income Albertans can apply for premium subsidies
or temporary waivers due to financial hardship.50
Albertans are also charged co-payments of 30% of prescription
cost, to a maximum of $25 per prescription. There are no
maximum annual co-payments, except for people on social
assistance. They pay a flat fee of $2/prescription for the first
three prescriptions each month, to a maximum of $72/year.
Alberta provides free drug coverage for children in low-income
families, and for people in the process of leaving social
assistance. Palliative care patients with end stage terminal illness
can apply to have drug costs capped at $1000. And there is
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public coverage of high cost drugs in areas like cancer, HIV and
organ transplants.
WHAT ARE THE MOST GENEROUS PHARMACARE
PLANS IN CANADA?
Health economist Megan Coombes and her colleagues at
University of British Columbia (UBC) compared provincial
drug plans across Canada as of August 2003. They point out
that B.C., Saskatchewan, Manitoba and Ontario have no
premiums. Income-based plans in those provinces include
different combinations of deductibles and co-payments.
Quebec’s model uses a combination of income-based
premiums, as well as deductibles and co-payments, but has
maximum annual co-payments. The Atlantic provinces have no
premiums, but limit coverage to seniors and social assistance
recipients.i
Coombes’ team compares the financial burden Canadian
households would face from prescription payments if each of
the current provincial plans were adopted as the national
standard. They applied the cost-sharing rules of each plan to a
nationally representative set of 4,860 households of different
size, age composition, income and drug expense levels. They
then calculated the proportion of households that would face
private out-of-pocket payments exceeding catastrophic
percentages of household income.51, j
The UBC study concludes that premium-free models, which
limit out-of-pocket expenses to a given percentage of income
like those in British Columbia, Saskatchewan, Manitoba and
Ontario, provide the best protection against catastrophic drug
costs for both senior and non-senior households. In contrast,
models from the Atlantic provinces provide little or no
protection for non-senior households. Premium-based models
like those in Alberta and Quebec lie between the two extremes.
i

Details of each provincial drug plan as of
August 2003 can be found in Coombes et al
(2004).

j

With no national standard defining what
‘catastrophic’ means, the researchers used
4.5% of family income.
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How Would Pharmacare Save Money?
Joel Lexchin calls for a national drug plan that offers first dollar
coverage to all Canadians. He estimates that such a plan would
cut drug costs by 10%. Lexchin points out that Australia’s
national drug plan has been able to keep its drug costs more
than 30% lower than the OECD average, while Canada’s costs
are almost 30% higher. He concludes that besides failing in
terms of social equity, the patchwork of provincial plans leads to
missed opportunities for significant savings in areas like bulkbuying and lower administrative costs.
Alan Cassels, drug policy researcher at University of Victoria,
recently worked with Lexchin to identify several ways
pharmacare can save money. First, they advocate a “back to the
essentials” approach. There are currently over 5,000
prescription drugs for sale in Canada, yet the World Health
Organization identifies only 350 that are essential to the priority
health care needs of a population. Cassels and Lexchin argue
that a national formulary committee, such as the new federalprovincial Common Drug Review program, can identify those
drugs Canadians deem essential and develop a process to
examine new drugs to determine if they merit public coverage.
Second, they argue that a national formulary would cut down
the number of drugs available within the same drug category,
and enable more aggressive bargaining with pharmaceutical
companies. Australia takes a much more aggressive stance in
bargaining with drug manufacturers on new drug prices.
Cassels and Lexchin note that this results in drug costs that are
is about 9% lower than Canada’s.52
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Cassels points out that in July 2003, British Columbia decided
to limit coverage to just one class of stomach acid suppressants
and to restrict automatic payment for the most expensive of
these drugs. B.C. taxpayers spend $40 million per year on this
class of drugs, which range from 70 cents to $4.50 a day. A switch
to the cheaper agent could save the government $14 million
per year. Improved prescribing by doctors could further reduce
dosage - and perhaps encourage lifestyle changes that could
clear up heartburn and limit drug intake - saving taxpayers tens
of millions more per year.53 This example is part of the B.C.’s
Reference Drug Program (RDP), which only covers the
cheapest version of a drug within a particular drug class, but
allows coverage of a more expensive drug if a patient cannot
tolerate the lowest-cost version. Cassels pointed out in 2002 that
there have been no negative impacts in terms of deaths,
hospitalization rates, or higher costs elsewhere in the health
system as a result of the RDP.54
Third, Cassels and Lexchin suggest that savings from a national
pharmacare plan be put toward a program to promote
appropriate prescribing by doctors and ensuring that doctors
learn about new drugs from an objective source rather than
from pharmaceutical companies. They also recommend a
National Subscribing Service, similar to the one in Australia.
At the rate drug costs are climbing, reforms are essential. The
solutions have been proposed for several years — bulk buying,
consistent formularies across Canada, professional education
that is independent of drug companies, prescribing of lowestcost alternatives and using non-drug options where possible.
Without these reforms, more generous public drug coverage
will simply increase health care costs - and undermine public
and political support for pharmacare.
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What Is Happening in Alberta?
In the absence of a national pharmacare plan, provinces are
taking their own actions to control drug costs. Some of
Alberta’s initiatives are consistent with the Cassels and Lexchin
recommendations for the national level.

HIGHLIGHTS
Alberta participates in the federal-provincial Common
Drug Review program.
The province also requires patients to pay for brand name
drugs if they elect not to use a generic equivalent.
Alberta does not have a reference drug program like B.C.,
which defines particular classes of drugs and then covers
the cheapest drug within that class.
Alberta sets maximum costs for some drugs and for
pharmacy fees, and limits most prescriptions to 100 days at
a time.
The Alberta Drug Utilization Plan is a positive example of
“academic detailing.”
Alberta has future plans for regional health authorities
and the Alberta Cancer Board to buy drugs in bulk. Alberta
also plans to share best practices for prescribing with other
provinces, territories and the federal government.
Some of Alberta’s cost control strategies may be paying
off. In 2003, the Canadian Institute for Health Information
projected Alberta government’s drug costs to rise by less
than 1 per cent.
If Albertans want the same level of protection as people in
B.C., Saskatchewan, Manitoba and Ontario, Alberta should
at least eliminate premiums and limit co-payments to a
given percentage of income.
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ALBERTA IS TAKING SOME ACTIONS TO CONTROL
DRUG COSTS
Alberta participates in the federal-provincial Common Drug
Review program described above. The province also requires
patients to pay for brand name drugs if they decide not to use a
generic equivalent. Patients who are unable to tolerate a
generic drug may obtain special authorization for coverage of
the brand-name version.55 However, Alberta does not have a
reference drug program like B.C., which defines particular
classes of drugs and then covers the cheapest drug within that
class. The Alberta Health and Wellness prescription drug
program (cited earlier) points out that Alberta sets maximum
costs for some drugs and for pharmacy fees, and limits most
prescriptions to 100 days at a time.
Michael Rachlis, in his recent book Prescription for Excellence,
calls for better integration of pharmacists into teams of health
care professionals. He lauds the Alberta Drug Utilization Plan
(ADUP) as a positive example of “academic detailing.” This
program focuses on anti-infection agents and gastro-intestinal
drugs. Doctors receive information and follow-up visits from
pharmacists. Doctors get Continuing Medical Education
credits.56 The ADUP is a promising approach, worth expanding
across Alberta if it changes doctors’ prescribing habits.
The previously-discussed Health Reform Implementation
Team’s report states that Alberta has future plans for regional
health authorities and the Alberta Cancer Board to buy drugs
in bulk. Alberta also plans to share “best practices” for
prescribing with other provinces, territories and the federal
government. These strategies, if followed up, have the potential
to reduce future drug costs.
Some of Alberta’s cost control strategies may be paying off.
Inflation-adjusted per capita drug cost increases were in the
double digits from 1999-2002, peaking at over 16% in 2002. But
in 2003, CIHI projects the Alberta government’s drug costs to
rise by less than 1%. k This projection remains to be verified,
and we do not yet know if one year of cost control is a “blip” or
k

See Table B.9.2. Part 1 in CIHI (2004)
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the start of a longer-term trend. So Alberta needs to continue
efforts to control drug costs and to share effective cost-saving
strategies with other jurisdictions. Alberta also needs more
evaluation to determine if their cost control initiatives are
actually saving money while maintaining high quality care for
patients, as B.C. does with their Reference Drug Program.

ALBERTA NEEDS MORE GENEROUS
PUBLIC DRUG COVERAGE
The earlier-described UBC study of provincial drug plans
concludes that Alberta is mid-pack in protecting the public
from catastrophic drug costs. If Albertans want the same level of
protection as people in B.C., Saskatchewan, Manitoba and
Ontario, the Alberta government must at least abolish drug
plan premiums and establish maximum annual co-payments
based on income. Alberta’s present premium-based model
penalizes lower-income Albertans and gives people with higherincomes a financial advantage. It is true that low income
Albertans can qualify for a subsidized premium rate. However,
the rate is still flat within the subsidized category. So a family
making $15,000 a year pays the same premium as a family
earning $30,000 a year.
Some fiscally conservative Albertans might argue that provinces
with more generous drug plans have higher drug costs than
Alberta. This is not necessarily so. If we compare provincial
drug costs per Albertan with per capita costs in the four
provinces with more generous plans, Alberta is in the middle of
the pack. CIHI’s National Drug Expenditure Report shows that in
2001, the latest year for which expenditures are verified,
Alberta’s per capita costs were higher than for Manitoba and
Saskatchewan and lower than for B.C. and Ontario. Projections
for 2003 again put Alberta at mid-pack.
In the short run, Alberta should at least eliminate premiums
and limit co-payments to a given percentage of income. With
our ballooning resource revenues, debt-free status and annual
surpluses, Alberta can afford to match any province in Canada
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in generosity of prescription drug coverage. Ideally, Alberta will
some day be part of a national pharmacare plan, cost shared
with the federal government, with first dollar coverage for all
Canadians.

Preventing Disease, Promoting Health,
Enhancing Equity
HIGHLIGHTS
Canada has been a leader in moving people’s view of
health beyond an illness-based model. However, the
emphasis has been on lifestyle decisions, using the
perspective that health is matter of personal
responsibility, controllable by individuals through
personal choices.
Lifestyles are not freely determined by individual choice,
but exist within social and cultural structures that
condition and constrain behaviour. Exhorting low-income
families to ‘eat better’ and providing them with food
preparation skills will not be enough to ensure they are
able to choose diets that are consistent with healthy
eating in Canada. Current low minimum wages and levels
of social assistance are significant factors in food
insecurity.
The success of lifestyle programs has been especially
limited for those segments of the population that are
disadvantaged.
The more equality there is within a society, the healthier
its people.
Social determinants have a greater impact on the health
of the population as a whole than do individual
behaviour changes.

Health promotion is often equated with lifestyle behaviours like
eating a healthy diet, doing regular physical activity, and
avoiding tobacco use. As we will see in this section, much of the
Parkland Institute • November 2004
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Alberta government’s health promotion focus is on healthy
lifestyles. But health promotion is broader than the behaviour
of individuals. The recent Conference Board of Canada report,
Challenging Health System Sustainability: Understanding the Health
System Performance of Leading Countries, points out “countries
that have a greater focus on broad determinants of health seem
to have better population health status” (p. 2). For instance,
France, Switzerland and Sweden have tough environmental laws
and also report better health status than Canada.
Among the report’s conclusions: “Canada needs to focus more
on health promotion, prevention and appropriate investments
in the broad determinants of health as strategies to control
health costs over the long term.” (p. 108) The Conference
Board explains that leading countries focus on protecting the
environment, promoting healthy lifestyles, investing in
education and early childhood development, and providing
support to low income individuals and families in areas like
housing and employment.57 The Conference Board’s report
was sponsored by Alberta Health and Wellness. Let’s hope the
government takes their advice for a greater focus on the
determinants of health.

Healthy Living in a Social Context
Canada has been a leader in moving people’s view of health
beyond an illness-based model. The influential 1974 federal
report New Perspective on the Health of Canadians (Lalonde
report) emphasizes that health is determined not only by the
quality and accessibility of health care, but also by lifestyle,
environment and biology.58 However, most of the uptake of
that report was focused on lifestyle, with little attention paid to
environment. Lindsay McKay of Canadian Policy Research
Networks explains:
Implementation of the Lalonde Report was based on what it presented
as amenable to change - lifestyle and individual persuasion - which
fit within the mandate of a health department. Policies and programs
aimed therefore to empower individuals to assume health as an aspect
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of self-determination through lifestyle choice. (p. 23) 59
McKay argues that this individual focus is consistent with a
liberal view of human beings as independent rational actors,
and a perspective that health is matter of personal
responsibility, controllable by the individual through personal
choices.
Another influential Canadian-led health promotion document,
the 1986 Ottawa Charter for Health Promotion, took a broader
view, as evident in the following statements from its preamble:
Health promotion is the process of enabling people to increase control
over, and to improve, their health... The fundamental conditions and
resources for health are peace, shelter, education, food, income, a
stable eco-system, sustainable resources, social justice and equity.
Improvement in health requires a secure foundation in these basic
prerequisites... Good health is a major resource for social, economic
and personal development and important dimension of quality of
life. Political, economic, social cultural, environmental, behavioural
and biological factors can all favour health or be harmful to it.
(p.1) 60
The Ottawa Charter presents five action strategies: build healthy
public policy, create supportive environments, strengthen
community action, develop personal skills, and reorient health
services. These strategies require commitments from
government departments beyond the health sector, as well as
from sectors outside of government.
In 1994, the federal, provincial and territorial governments
agreed on nine determinants of health, expanded to 12 in
1996. They are: income and social status, social support
networks, education, employment and working conditions,
social and physical environments, biology and genetic
endowment, personal health practices and coping skills, healthy
child development, health services, gender, and culture. These
determinants interact to influence the health of the
population.61 For example, income and social status not only
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impact health directly - they also affect how well children can
learn, what neighbourhoods people live in, and what foods they
can afford.
Both the determinants of health and the Ottawa Charter embed
lifestyle and health care within a broader social context. Health
Canada recommends using the Ottawa Charter action strategies
to address multiple health determinants.62
Most recently, the Integrated Pan-Canadian Healthy Living Strategy
was developed to address healthy eating, physical activity and
their link to healthy weights. The intent is to influence
population health, reduce the health care burden of chronic
diseases, and contribute to health system sustainability. A recent
background paper notes that more than two-thirds of deaths in
Canada result from four groups of chronic diseases cardiovascular, cancer, diabetes, and respiratory. The estimated
cost of illness, disability, and death from chronic diseases in
Canada is over $80 billion a year.63
The Healthy Living Strategy has two broad goals: “Improved
Overall Health Outcomes” and “Reduced Health Disparities”.
This initiative continues the discourse of earlier federal
documents about the importance of social determinants of
health:
Exhorting low-income families to ‘eat better’ and providing them with
food preparation skills will not be enough to ensure that they will be
able to choose diets that are consistent with healthy eating in
Canada...current low minimum wages and levels of social assistance
are significant factors in food insecurity. The cost of housing is also
problematic. Poor people run out of money for food because the grocery
budget is considered flexible, unlike fixed payments such as rent and
power bills...Similarly, low-income families cannot afford to pay user
fees for recreation services or join a fitness club. The costs of many
sports that children enjoy (such as hockey and snow-boarding) are
prohibitive for most families with low and modest incomes.
(p. 11-12)64
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Why Is Lifestyle Promotion Not Enough?
Ron Labonte, Director of the Saskatchewan Population Health
and Evaluation Research Unit and a longtime critic of a lifestyle
focus, explains the limits of this approach: “personal lifestyles
were not freely determined by individual choice, but existed
within social and cultural structures that conditioned and
constrained behaviour.” (p.79) 65 Health promotion researchers
Katherine Frolich and Louise Potvin of the University of
Montreal make a similar point, more succinctly: “life choices
are affected by life chances.” (p.S13)66
Community health promotion expert Meredith Minkler,
University of California (Berkeley), discusses the balance
between personal and social responsibility for health. She notes
that acknowledging personal responsibility recognizes people’s
capacity to make choices and take actions to improve their
health.67 Think of the pack-a-day smoker who quits or the
former “couch potato” who walks an hour each morning. Their
success gives them a sense of accomplishment in taking steps to
better health.
But Minkler is quick to stress that over-emphasizing personal
responsibility ignores the broader social context, such as the
economic circumstances and environments in which people
make decisions. She argues that ignoring the context of health
behaviours leads to victim blaming and stigmatizing people
with illnesses or disabilities.
One of the key determinants of health is income. Richard
Wilkinson of University of Sussex in England explains that the
more equality there is within a society, the healthier its people.
This is not just because people live more comfortably as their
incomes rise. Equality breeds social cohesion. There is more
trust and social support among people, and more participation
in communities. By contrast, as income gaps widen, there is less
social cohesion. People feel high stress and little control over
their lives. Wilkinson says this can lead people to seek comfort
in tobacco, alcohol or food. For instance, when inequality grew
in Britain in the late 1980s, the smoking rate among the
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poorest quarter of the population rose while rates for the rest of
the population dropped. Wilkinson says that people at all
income levels want to quit smoking. But those with lower
incomes are less successful despite the high cost of cigarettes.
He explains, “when things are going badly and prospects look
pretty hopeless, you are more likely to regard smoking as your
only luxury - as well as wishing you could give it up.” (p. 185)68
Dennis Raphael, a Canadian expert on the social determinants of
health at York University, further explains how low income is linked
to illness - in particular, heart disease. He says the link is explained
by social exclusion - which involves deprivation, lack of participation
in one’s community, and exclusion from decision-making.69 Social
exclusion is also connected to the stress and lack of control discussed
by Wilkinson.
Raphael points out that social determinants have a greater
impact on the health of the population as a whole than do
individual behaviour changes:
The issue is not whether eating poorly, using tobacco and remaining
sedentary are bad for health. Their impact, however, is limited as
compared with other societal determinants, and an emphasis upon
individual risk factors to the exclusion of all other considerations is
problematic. (p. 400)
Raphael also observes that the success of lifestyle programs has
been especially limited for those segments of the population
that are disadvantaged.
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Why the Imbalance Between Lifestyle Promotion
and Social Justice?
Despite Canada’s leadership in recognizing social determinants
of health, the dominant approach to health promotion is still
behaviour change. Raphael points out that an excessive
emphasis on lifestyles, as well as medical issues, by the media
and health organizations has limited the public’s awareness of
social determinants of health.
Minkler and Raphael suggest that an individual focus is easier
for health professionals with limited resources and narrow
mandates. However, both researchers argue that political
ideology plays a stronger role. They explain that conservative
governments portray health as an individual issue, because it
lets them appear to be concerned about health while cutting
health and social programs and instituting regressive social
policies. Raphael notes how Ontario cut social assistance
benefits and social housing for people in need, while also
cutting income taxes for the well-off. He argues these policies
have a more profound, and negative, impact on health than
lifestyle promotion initiatives.

Parkland Institute • November 2004

131

Chapter 3

How Do We Tip the Balance?
MAKE A “BUSINESS CASE” FOR INVESTING
IN SOCIAL DETERMINANTS OF HEALTH

HIGHLIGHTS
Excessive emphasis on lifestyles, as well as medical issues,
by the media and health organizations has limited the
public’s awareness of social determinants of health.
Conservative governments portray health as an
individual issue, because it lets them appear to be
concerned about health while cutting health and social
programs and instituting regressive social policies.
There is a business case to be made for investing in the
social determinants of health.
Researchers estimate that providing comprehensive care
to all Ontario sole-support families on social assistance
could save up to $24 million a year. They also point out
that it does not cost more to provide comprehensive
health and social services than it does to provide the
basic self-directed social assistance program.
The recent External Costs of Poverty report by University
of Calgary economists Alan Sheill and Jenny Zhang
concluded that “savings in the order of $8.25 million
could be made each year if we were to implement
successfully an effective and sustained poverty reduction
strategy.”

It is hard to argue for a more collective approach to health
promotion when dealing with a government that puts an
excessive emphasis on individual responsibility. However, we
can most likely appeal to conservative politicians by making a
“business case” for investing in programs and policies that
reduce social inequities.
One example of the benefits of social program investment is
illustrated by the When the Bough Breaks study by Gina Browne
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and her colleagues at McMaster University. This 5-year study
assesses the effectiveness of providing a range of services to 765
single parents on social assistance. One group received basic
social assistance. Another got a comprehensive care package
that included basic assistance plus three additional services health promotion, employment retraining, and recreation/
childcare/skills development for their children. The other
groups received basic assistance plus one of the three
enhancements.70
Browne’s team concludes that providing the comprehensive
care package results in 15% more families leaving social
assistance within a year, compared to the basic assistance group.
The researchers estimate that providing comprehensive care to
all Ontario sole-support families on social assistance could save
up to $24 million a year. They also point out that it does not
cost more to provide comprehensive health and social services
than it does to provide the basic self-directed social assistance
program.
Furthermore, compared to the basic program, comprehensive
care results in equivalent improvements in parents’ mental
health and social functioning as well as childrens’ behaviour
and skills. These benefits occurred regardless of family variables
like gender of parent or number of children. Families receiving
comprehensive care also used fewer health and social services
outside the social assistance program. Browne’s team notes that
the recreation aspect was especially attractive to families, as
both the comprehensive care group and the recreation-only
enhancement group had the lowest dropout rates.
The more recent External Costs of Poverty report by University of
Calgary economists Alan Sheill and Jenny Zhang makes
economic arguments for poverty reduction in general:
The benefits of a sustained poverty reduction programme spread
beyond those who currently experience poverty. While it is common to
argue for poverty reduction on the grounds of social justice, our work
shows that even those who are unconvinced by this argument stand
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to benefit from a reduction in the level of poverty... A society with any
appreciable level of poverty will need to use more of its resources to
support the less well off, to provide health care for the additional low
birth weight babies, to provide remedial education for children whose
development is stunted by low income, to prevent family breakdown
and minimize its consequences were it to occur for example, and that
these actions incur costs. (p. iii)
The report’s overall conclusion is that “savings in the order of
$8.25 million could be made each year if we were to implement
successfully an effective and sustained poverty reduction
strategy.” (p. ii)71 This is a conservative estimate, based on
anticipated savings of at least $3.35 million on health care and
$4.9 million on education for Calgary Taxpayers. The
researchers suggest that the societal costs of poverty could be
much higher - perhaps more than $50 million a year — if their
more speculative estimates turn out to be valid.

BUILD COALITIONS AND NETWORKS
Given the narrow mandates of most health promotion
organizations to focus mainly on lifestyle behaviour, sustained
action on the social determinants of health will require broad
coalitions of organizations and committed individuals across
many sectors of society. Raphael offers two examples of Ontario
health units that have gone beyond a lifestyle focus, in part
through working in partnership with diverse community
groups. The Integrated Pan-Canadian Healthy Living Strategy also
calls for a broad network of organizations to work together to
improve health outcomes and reduce health disparities. The
success of this national strategy in reducing disparities will
depend on the degree and type of involvement from
organizations with mandates to advocate for social and
economic policies that address social determinants of health.
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What Is Happening in Alberta?
The Alberta government’s main health promotion focus is on
lifestyle behaviour. The recent Framework for a Healthy Alberta has
two outcomes - improve healthy behaviours and reduce chronic
disease. The healthy behaviour objectives are focused on
healthy eating and weight, tobacco and alcohol reduction,
physical activity, injury prevention, mental health and
immunization. Most strategies in the Framework are
educational. Examples are the Healthy U website and Health
and Life Skills Program in schools.
The Framework briefly discusses determinants of health, and
acknowledges the role of community supports, public policies
and collaboration with partners outside the health sector.
Examples of initiatives that take this broader approach are the
Alberta Tobacco Reduction Strategy and the Alberta Diabetes
Strategy. However, attention to broader health determinants
and collective strategies is narrowly focused on how they
support behaviour change. For example, the Alberta Diabetes
Strategy provides financial assistance to 40,000 Albertans for
supplies to monitor their blood sugar.
So as far as healthy lifestyle behaviour goes, the Framework is
thorough and considers to some extent the role of social
determinants in shaping behaviour. However, there are no
objectives in the Framework that focus on changes to the social
determinants themselves. Alberta Health and Wellness
collaborated with several other ministries in developing the
Framework. Its preamble states that the Framework builds on
other initiatives — including the Low Income Review, the Youth
Employment Strategy, the Parent Child Literacy Strategy and
the Aboriginal Policy Framework. So why did the Framework
end up with such a major focus on health behaviour, and so
little on social determinants that have an even larger impact on
chronic diseases?
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The 2004 pre-budget analysis from the Parkland Institute
identifies some areas where the government could do better in
addressing social determinants of health. For instance, Alberta
has the lowest minimum wage in Canada, at $5.90 an hour.
Alberta’s social assistance rates declined in real terms by 30-40%
from 1993 to 2003. There were slight increases for some types
of recipients in spring 2003 after the Low Income Review, but
they were small and less than the review recommends.
Homelessness and food bank use continue to rise. Education
spending at all levels has been relatively flat since 1995 and
university student tuition has risen 21% since 1999. Given that
income disparity and educational attainment are key
determinants of population health, the government needs to
start assessing the health impacts of its policies.72

RAYS OF HOPE
Some health promotion coalitions and networks in Alberta
include a strong focus on social determinants of health. Three
are described briefly below.
The South West Alberta Coalition On Poverty involves
individuals, groups, agencies, and businesses with a
commitment to work together to reduce poverty and its effect
on children, families and communities. The Coalition sponsors
educational events and does media work to raise professional
and public awareness of poverty-related issues. The Chinook
Health Region plays a key leadership role. 73
Growing Food Security In Alberta (GFSA) is developing a
broad, multi-sectoral network of organizations and individuals
committed to ensuring Albertans have access to safe and
nutritious food that is culturally appropriate, produced by
environmentally sustainable methods, and provided in ways that
respect people’s dignity.74 Members work at three levels on a
food security continuum. The first is short-term hunger relief,
through such means as food banks. The second level is capacity
building through activities like community kitchens and
gardens. The third is “redesign,” which involves advocacy for
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policies that reduce poverty and increase access to safe, healthy
food.75
The Alberta Healthy Living Network (AHLN) situates healthy
living within a population health approach that includes social
determinants and recognizes the importance of integrating
strategies across organizations, sectors and topic areas. AHLN
members work together to promote healthy living and to
reduce chronic diseases such as cardiovascular disease, cancer,
lung disease and Type 2 diabetes. 76
The AHLN presently focuses on diet, physical activity and
tobacco use, and their underlying determinants of health.
Their seven priority strategies include “Health Disparities” and
“Healthy Public Policies,” which address not only how
disparities and policies impact health behaviours, but also the
importance of policies in reducing disparities by addressing
social determinants of health.l
A particular strength of the AHLN is its commitment to
collaboration. Their “Partnership Development and
Community Linkages” strategy involves organizations within
and beyond the health sector, and at multiple levels —
particularly local, regional and provincial.m The larger and
more diverse this network becomes, the more influence it can
have on professionals, policy-makers and the public regarding
the importance of both health behaviours and social
determinants of health.

l

See pages 42 and 44 of Alberta Healthy
Living Network (2004) for a fuller discussion
of these links.

m

The remaining four priority strategies are
awareness and education, research and
evaluation, best practices and surveillance.
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GREATER INVESTMENT AND BROADER FOCUS NEEDED

HIGLIGHTS
Some health promotion coalitions and networks in
Alberta include a strong focus on social determinants of
health.
The Alberta government is doing some good work in
promoting healthy behaviours to reduce chronic
diseases. But even these prevention efforts are underresourced.
Much more attention on the social determinants of
health is needed, given evidence that these have a
considerably greater impact on population health than
behaviour does.
Despite the low priority of social determinants of health
within the government itself, the ministry is supporting
the arms-length Alberta Healthy Living Network to
address social determinants in its work.
Some of the government’s policies, such as those
surrounding social assistance and education, are
inconsistent with what we know about the key
influences on population health. The Alberta
government needs to conduct health impact assessments
of its policies both within and beyond the health sector.

The Alberta government is doing some good work in
promoting healthy behaviours that are linked to chronic
diseases. But even these prevention efforts are under-resourced.
Health economist Philip Jacobs of the University of Alberta
estimates that chronic diseases among Albertans cost over $1
billion dollars a year. Yet the Alberta government spends just
under $24 million on chronic disease prevention education
through such means as counselling, group sessions, web sites
and print materials.77
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Free educational materials and programs about healthy
behaviour from public sector sources is important, so that
Albertans are not reliant on sources with a vested interest in
selling health products. However, much more attention to
social determinants of health is needed, given evidence that
these have a considerably greater impact on population health
than behaviour does.
On a positive note, Alberta Health and Wellness is a key funder
of the AHLN. And a staff person from the ministry is chairing
the AHLN Health Disparities Working Group. So despite the
low priority of social determinants of health within the
government itself, the ministry is supporting the arms-length
AHLN to address social determinants in its work.78
The Alberta government needs to conduct health impact
assessments of its policies both within and beyond the health
sector. As mentioned previously, some of the government’s
policies, such as social assistance and education, are
inconsistent with what we know about the key influences on
population health.
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Conclusion
There are lots of positive reforms already happening in
Alberta’s public health system. The government is increasing
public capacity and implementing wait time management
strategies. Regional health authorities are working with
community organizations and family doctors to enhance
primary health care. Alberta has taken numerous steps to
control rising drug costs. And the government has
implemented a number of initiatives to promote healthy
lifestyles in recent years.
But there is more to do. Long-term reduction of wait times
requires stable and predictable funding of capacity and wait list
management within the public system. Private finance will
increase costs and wait times, and create inequities in access to
care. Primary health care models still face challenges. Simply
changing the way doctors are paid will make little difference for
patients or the system if the knowledge and skills of other
professionals are not fully tapped.
More work needs to be done to keep drug costs under control.
This will require a positive working relationship with the federal
government as well as other provinces. A national pharmacare
program is still a dream at this point. It needs to become a
reality. And Alberta is less generous in its public prescription
drug coverage than the other western provinces. We can afford
to do better, given our escalating natural resource income,
debt-free status and annual surpluses.
The government needs to do more to address the social
determinants of health. Many of Alberta’s social policies
actually work against key determinants of health like income
and education. Assessing the health impacts of policies would
be a good start, along with a commitment to reduce inequities
in our society. If the ideology of individual responsibility and
market solutions makes the government reluctant to make such
commitments, perhaps the business case for investing in more
progressive social policies will make them more receptive.
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Finally, the government needs to put as much effort into
trumpeting successful reforms within the public system as they
do into telling Albertans the sky is falling and only more private
money will rescue health care from imminent fiscal collapse.
Sure the media dutifully reports on the government’s “good
news” releases. But the big stories focus on the negative
sustainability myths - overshadowing the good work being done,
and diverting public attention from ways to make the public
health care system even better.
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The Way Forward: Overall Conclusions
The government of Alberta is trying to scare Albertans into
believing that health care is on the brink of fiscal collapse. They
are misleading Albertans about health care spending in order
to support an ideology that favours market solutions and an
excessive emphasis on individual responsibility. That same
ideology drives the government’s obsession with having the
lowest tax regime in Canada - the so-called “Alberta Advantage”.
Health spending increases have been modest, once adjusted for
inflation and population growth. Both government revenues
and Alberta’s economy are keeping up with the increases. If
there ever is a shortage of funds for health care or other
government programs like education, it will be the result of lost
revenue from personal and corporate income tax cuts and
uncollected resource royalties rather than reckless health care
spending. The government needs to collect adequate revenue
from those who can most afford to pay - higher-income
Albertans and profitable corporations.
Private finance does not make health care more affordable or
wait times shorter. But it does create barriers for lower and
middle income Albertans. A tax on health care is a user fee by
another name, and will make many Albertans think twice
before seeing a doctor. The fairest way to fund the care of the
sick is collectively through our taxes, as we have been doing
through Medicare for many years. Rather than bringing more
private finance into Medicare, the Alberta government needs to
further expand its public presence in areas that Medicare does
not cover, such as prescription drugs.
Albertans who need hip, knee or other surgeries should not be
able to use personal wealth to gain favoured access over other
Albertans. Private payment for the privilege of queue-jumping
will not shorten wait times for most Albertans. Indeed, those
with no choice but to wait in the public system will often wait
longer. Allowing private finance of surgical procedures also will
create a movement to expand the role of private insurance.
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This will drive up costs for individuals, businesses and the
government. The solutions to wait time pressures lie in more
public system capacity and better management.
Premier Klein has acknowledged that allowing user charges
and queue-jumping will likely violate the Canada Health Act.
Albertans must tell the Premier not to “take on” the Canada
Health Act, as he has recently proposed to do. And we must
also call on the federal government to enforce the Act. If there
is a real threat of federal sanctions, it will be hard for the
Alberta government to explain why they are giving up federal
transfers at the same time they are telling the public that we
cannot afford health care. The evidence is overwhelming that
the public system is more cost-effective. The government needs
to continue to increase public capacity to address problems
such as wait times.
Finally, the government needs to put as much effort into
trumpeting successful reforms in the public system as they do
into telling Albertans the sky is falling and only more private
money will rescue health care from imminent fiscal collapse.
When the Premier talks to the media, the focus is seldom on
the positive efforts of the people who work in Alberta Health
and Wellness, regional health authorities and community
organizations. Instead, he muses about taking on the Canada
Health Act, charging user payments and letting wealthy
Albertans buy surgery. The government’s excessive focus on an
imaginary fiscal crisis, aided by sympathetic media, is
overshadowing good work already being done. And playing up
the negative myths about health care sustainability is diverting
Albertans’ attention from ways to make our public health care
system even better.
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