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Abstract.

Background: In 1989, governments in Canada per-
ceived an economic crisis in health care funding
and commissioned two economists, Drs. Barer and
Stoddart, to review policies. They indicated that major
costs were caused by physicians and recommended
cutting physician training and hospital facilities. In
1991 governments selectively implemented their rec-
ommendations. The Federally established Romanow
Commission ‘re-reviewed’ the problem and reported
in 2002.

Objectives: To examine whether there was an eco-
nomic crisis and to assess the effects of reductions in
funding on the provision of health care in Canada.
Method: We analyzed data from Statistics Canada,
the Association of Canadian Medical Colleges, and
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the Canadian Institute of Health Information, the
Canadian Nurses Association, and Health Canada. We
focus exclusively on public health care spending.
Results: Publicly financed health care spending
remained stable as percentage of Gross Domestic
Product in the five years leading up to the commis-
sioning of the Barer-Stoddart report (1986-1990).
An increase in the elderly population partly explained
rising costs. By 2000, pecople over 65 accounted
for 48% of overall health costs. Emerging from the
report’s recommendations, between 1990 and 2000
medical students and residents as a proportion of the
population were cut by 17% and 12% respectively and
hospital beds by a third. Nurses per 100,000 fell 12%.
Home care remained under-funded, less than 4% of
the total health budget.

Conclusion: There was no economic health care cri-
sis in the early 1990s. Growing costs were principally
due to increased patient need. Funding reductions
resulted in inadequate care, including the creation of
prolonged wait lists that have resulted in legalizing
private care, thereby threatening the universal equal
care principle.

Until the 1990s, Canada had a well functioning
health-care system to look after sick patients.? Since
then, there has been mounting stress on hospitals,
physicians, nurses and a general deterioration of
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the system. This crisis of sickness care centers on
decisions made at the Federal/Provincial /Territorial
Conference of Deputy Ministers of Health (CDMH),
where it was proclaimed that an economic crisis exist-
ed in health care.

In 1990, the CDMH commissioned two econo-
mists to study medical resource policy. In 1991, their
findings were released as the ‘Barer-Stoddart’ report3
and subsequently published by the CMAJ.#1% They
suggested that the provinces should review physi-
cian distribution, reduce training Canadian gradu-
ates, avoid licensing foreign physicians, increase the
involvement of non-physician health care workers
and cut hospital beds. Provincial Ministries of Health
implemented many of these recommendations.

This paper made several assertions. First, there
was no economic crisis in sickness care leading up
to 1990. Rising costs were predominantly due to
increased patient need that governments were obliged
to accommodate.? Second, we review recommenda-
tions made to the CDMH and demarcate their con-
sequences. Third, we compare the Barer-Stoddart
and Romanow Commission!® reports and, in light of
their similarities and the reality that governments have
reversed so many of their previous dictums, propose
that governments still do not understand the problem
facing health care in Canada.

Methods

We used data on publicly supported health expendi-
tures from 1986 to 1990 (adjusted to 2002 dollars) to
assess whether there was an economic crisis and from
1990 to 2000 to review the events influenced by the
implementation of the report. Information on popu-
lation growth and Gross Domestic Product (GDP)
was obtained from Statistics Canada. Data on publicly
supported expenditures was retrieved from “Health
expenditures in Canada by age and sex in 1980
- 1981 to 2000 — 2001”'7; on hospital closures and
home care expenditures from the Canadian Institute
for Health Information’s “Health Canada 2001”8,
on physicians and trainees from the Association of
Canadian Medical Colleges and the Southam Medical
Database 32° on nursing from the Canadian Nurses
Associations.?! In order to account for the population
growth that occurred during the time period covered
in this paper, we converted the raw data to ratios (per
capita or per 100,000 population) and calculated per-
cent changes from these derivations.
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Figure 1a: Total public sector health expenditures 1986 to 2000. Data obtained from “Health policy and
communications branch. Health Canada” in “Health expenditures in Canada by age and sex 1980-1981 to
2000-20001” August 2001(17). All dates in this figure refer to the second date in the official table (1985-
86 is referred in the figure and in the manuscript as 1986.) Total public health expenditures in 1986 were
$30.6 billion and this rose to $68.9 billion in 2000.
Figure 1b: Comparison of Gross domestic product (GDP) obtained from Statistics Canada with public
sector health expenditures. Note that public health expenditures prior to the Barrer Stoddart review
stayed between 6.5. and 6.4%. After their review, between 1990 and 1994, this ratio increased to a
maximum of 7.4%, because the country experienced a short economic downfall, not because health
expenses increased. It finally steadied at 6.5%

1
Expenses versus increased need
The primary claim embraced at the CDMH was that
health care costs in Canada had reached an economi-
cally indefensible position in the later 1980s. This
claim is tenuous. In the five years before the commis-
sioning of the report, public support of sickness care
kept pace with the economic growth of the country
at a rate between 6.4 to 6.8% of GDP (Figure la and
1b), suggesting there was no imminent crisis. Between
1990 and 1994, after the review, this ratio increased
to a maximum of 7.4 because Canada experienced an
economic downturn, not because of any increase in
health spending. Subsequently, this ratio decreased to
approximately 6.5%, indicating an unchanged level of
health care funding relative to 1986-1990 despite an
increase in demand.

While the population of Canada increased approxi-
mately 18% from 1986 to 2000, the population over 65
increased 41% and those over 85 by 79% (Figure 2a).
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Table 1: Comparing Health Care Reports - Barer-Stoddart (1992) and Romanow (2002}
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Table 1 - continued
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The per capita health cost for the general popula-
tion was $1,274 in 1986, rising to $1,677 in 1990
and $2,243 by 2000. In contrast, for patients over 65
yr this cost was $5,204 in 1986 and $8,520 in 2000.
Likewise, the care of a person over 85 increased from
$14,717 in 1986 to $21,878 by 2000 (Figure 2b). In
1986, 42.5% of all public sector health expenditures
were spent on Canadians over 65 yr, and this grew
to 45.2% in 1990 and 47.6% in 2000, though they
accounted for only 13% (in 2000) of the general pop-
ulation. Similarly, for those over 85, who accounted
for less than 0.5% of the total population (in 2000),
these figures were 10.5% in 1986, 10.9% in 1990 and
13.2% in 2000.

The economic data prior to the meeting of the
CDMH indicated that there was no economic crisis of
health care spending. However, there was an increased
need for funds driven mainly by an aging population.
If this genuine need was ignored, the foreseeable out-
come was a future crisis in providing adequate care.

Recommendations of the Baver-Stoddart Report
Overall, the report suggested that ‘health care’ costs
increased because of expenses created by physicians,
who were portrayed as a generally uncooperative
group that overused hospitals for their own benefit.
It indicated that there was an oversupply of physicians
and that much of their work could be done by less
expensive substitutes such as nurse practitioners or
midwives (see Table 1).

Regarding physicians, it stated'? “Medical care does
not create new wealth: much of it is particulnr, indi-
viduals trained as and committed to being physicians
are thereby unavailable for other productive purposes
offering potentially greater collective benefit... In fuct,
the increasing physician supply in Canada may have
impeded organizational and financial change and thus
have adversely affected health as well as finances.” It
cited one interviewee: “doctors don’t veally know what
they’rve selling, and government doesn’t know what it’s
getting. How can they negotiate about anything, let
alone what the product is worth?”!° The report rec-
ommended cutting medical student enrolment !0
decreasing licensing of foreign medical graduates’,
and reducing specialist training!'?. The authors sug-
gested that physicians should share their duties with
other health care professionals: “compelling evidence
sugyests that personnel less highly trained than physi-
cians could be deployed in certain aveas of medical
service delivery and provide equally competent cave. ..
The greater the supply of physicians, the less likely we are
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fpre D

e IS

o
P e S—
..._'.i':oa-“ e S S ms e

H - e S B e S B0

1 B —————

WU R e e

Fgems Ja o wes oo mp amls musdebon (rm? wharum b Lidleles L amda osjrmman) e
Sewerage posth by TR & 000 The ccodeton s 25 W wdien »n W st 30 77 wlen 0
OG0 Prapurminalty St grow® i 80 00| sowivid 1 T S0 40 Wi S0t B 3 T4 mllin
1508 = 353 wiinet w000 The sver 85 popoucen gew 70.0% Sere 242572 1800 @ 412087 n
Pigare 3. Pecowrs coarge of JUOAC Seeo Pel™ SCIRrCitwres 200 CICNA DY 008 Durs e o
A Tl Sy W e A e e Canatt’ (17) Tapwiion per oupita W e
poputom was £1.574 i 1005 ara L2243 & 2008 e captta epense b 83 are’ over s

0 o V0 e MRS 0 00 P it wvpe v W 15 03 o wes A TYT 0 100 e

£ 508 e 2000

to see constructive dialogue about policy initintives that
would captuve this efficiency-enhancing substitution
potential...” 10

Regarding hospitals, the report sanctioned decreas-
ing the number of beds and increasing spending on
home-care. This policy made sense given their recom-
mendation to cut the number of physicians who were
driving the overuse of hospital beds: “Physicians using
the facilities to cave for their patients incur no practice
costs but do create costs for the hospital. There ave usually
no lines of cost accountability between the physicians and
the institutions. In short, the incentives for physicians
and hospitals ave incompatible®.’ This statement seems
to have contributed to a situation where hospital
administrators made decisions that impacted patient
care without adequate input by physicians.

Further, they stated that physicians were not ideally
distributed and tended to resist more efficient deploy-
ment, but “if the medical profession fails to execute this
trust, it visks intrusion by others into an arvea in which
public representatives may have no particular desirve (or
skills) but do have an obligation to tread” **

In response to these recommendations, the Canadian
Medical Association (CMA)?? and the Royal College
of Physicians and Surgeons of Canada (RCPSC) 2
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3 provided extensive comments. Largely ignoring their
requests to establish dialogue, governments proceeded
to act unilaterally on the Barer-Stoddart report by selec-
tively implementing the recommendations of the report
in a manner that may have been politically convenient
in the near term but, as outlined below, that was also
detrimental to health care over the next decade.

The Outcome Effect on Physician Supply
Without considering the lag period between students’
entering school and residency positions, governments
simultaneously cut undergraduate and residency slots.
In 1990, 1,812 students entered medical school but
these numbers fell to 1,703 in 2000 (Figure 3a).
Relative to the general population, these cuts
caused a 15% decline in undergraduates from 6.5 to
5.5 per 100,000 population. Graduates decreased
16% from 6.2 to 5.1,/100,000. Residents complet-
ing training decreased from 23.6 to 20.8,/100,000.
Numerous undergraduates did not find residency slots
in Canada and proceeded to the United States where
some stayed permanently. Also, since governments
favoured residencies in family medicine, fewer special-
ists were trained.!2°
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When governments pursued new contracts in the
form of alternative funding payments at teaching hos-
pitals, the number of physicians in teaching positions
increased by 33%. In view of the unchanged number
of physicians per 100,000 population (Figure 3a), this
reduced physicians in private practice and decreased
accessibility to private office care.?*.

Effect on Physician Age

With fewer medical graduates, the average age of
physicians increased (Figure 3b). Between 1981 and
1990, there was little change in age distribution but
during the following decade the number of physi-
cians <45 yr decreased, while the number of older
physicians increased. This shift occurred in spite of
Quebec’s 1996-2002 “End of Carrier Allowance”
policy to encourage early retirement.

Effect on Hospitals and “Home Care”
Hospital beds were reduced from 647,100,000 in
1990 to 308,100,000 in 2000 (Figure 4a) while per
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Table 2: The Changing Nursing Landscape in Canada, 1990-2000
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Between 1990 and 2000, the number of nurses registered and employed per 100,000 population
fell 10.5% and 6:.53% respectively, During the same period, the number of nurses employed in
hospatils rose 22.6%: and the number of hospital beds fell 33.4% from approximately 179000 1o
P E9000. . The number of nurses employed per hospital bed rose 77.2% from 0.67bed (o
1.1%bed. Data from Canadian Murses Association, 20002 {200).

capita hospital costs during the same period increased
by 18% from $766 to $905 (Figure 4b).

The ratio of total health care expenses to hospital
costs was 45.8% in 1990 but 40.4% in 2000, a sav-
ings of only 18% despite a 40% cut in hospital beds
(Figure 5).

Attempts to reduce hospital expenditures by clos-
ing beds were partially offset by the cost of looking
after sicker patients.

There was a sporadic pattern of capital investments.
In 1990 capital hospital equipment per person was $60
but decreased to $50 eight years later. Only as serious
strains on the system were observed in 1999 was there
a surge in capital investment, reaching $83 per capita
in 2000. Because of nearly a decade of cuts, overall
hospital capital expenses fell by 15% (Figure 4b).

Part of the plan was to increase alternatives to hos-
pital stays such as home-care. While home care expen-
ditures increased 142% from 1990 to 2000, these
monies represented a small fraction of total health
spending (Figure 5) and were made available gradually
(Figure 4b) while hospital beds were reduced rapidly
(Figure 4a). Home care allotments, as a proportion
of total health care spending, increased from 2.2% in
1990 to only 3.9% in 2000. “Other facilities” such as
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residential care facilities that provided an alternative
to hospital beds did not experience a proportionate
increase in funds (Figure 5).

The Effect on Nursing

The report proposed that nurses could assume some
responsibilities customarily held by physicians.!%* An
unanticipated result was that the nursing profession
increased education requirements. Previously, most
nurses were trained in two-year community college
programs. Anticipating expanded roles, the profession
adopted a preference for a four-year bachelor’s degree.
As a result, nursing faculties had to compete more
directly with other undergraduate programs in order
to attract potential entrants. Table 2 indicates that
around 1992, when steps were taken by the profession
to increase educational requirements, the number of
nurses decreased. In 1990 there were 256,145 reg-
istered nurses (i.e. 925,/100,000 population), a num-
ber that decreased to 254,765 (i.e. 828 /100,000) by
2000. The number of employed nurses decreased by
6.5% from 809,100,000 in 1990 to 756,100,000 in
2000 (Table 2). Further, per 100,000 population,
more nurses were employed by hospitals in 2000
(=148) than in 1990 (=120). Considering the reduc-

Clin Invest Med o Vol 29, no 2, April 2000 71



Beck and Thomson

Bcheess Cate feres 23 0 Pescert of Toul Expenses

A g0

percare

cnmEBREREHAANS

Fges 3 Curge © Schewss Cew beo 3¢ & Sweee of "o Doeesss, W68 et J000  Betwaer
100 end 20M0. fene wan ar svead i 1 acmrass waced hosctals (1% ohynatens sl e

FORITER TIDWETOE W ASTTWTED (W S ST T TR WERORIRE TR & o

wane e 02 017 D Deig coc Mesnaond B £ 7w m B A% anls sera Cam oon raisaasd
e 2% 1N Payuetany oonty sopmes bew TESS b 1500ty TS 2000 Cachar ooty
SO apnd vty T S0, S 10 b V0 AT 2 DS St e W O
Froatacsams ot b 1 0% o TR0 1 Ty 000

tion of beds in this period, there were 0.67 nurses per
hospital bed in 1990 and 1.19 in 2000, a 77% increase.
Of the nurses who obtained a bachelor or higher
degree, fewer worked in direct patient care with many
entering administrative positions. Additionally, there
were only 650 “Nurse Practitioners” in Canada in
2000 and 500 of these were in Ontario.?!

Increasing Expenses

Several additional categories of costs increased (Figure
4b). Drug expenditures increased from 4.7% to 6.4%
over the ten years ending in 2000 (Figure 5). This
was partly caused by the availability of expensive
new cytokine-specific or gene-devised drugs. “Other
expenditures” increased by 67% from $171 /capita in
1990 to $284 /capita (Figure 4). According to CIHI’s
disaggregated report, “Other Expenditures” include
(a) administration of the health care program and
(b) research on evaluation of delivery of health care.
Thus, administration of the system helped to account
for the highest increase as a percent of total expenses,
considerably counteracting any savings resulting from
hospital closures (Figure 5).

Discussion

We suggest that there was not a genuine economic
health care crisis in the early 1990s, a belief that was
propagated at the CDMH but not empirically verified
by the authors of the ensuing report. The increased
costs identified at the time were predominantly due to
increased patient need, not otherwise inflated costs,
and thus represented a responsibility that govern-
ments were obliged to accommodate. Subsequent to
the report, governments throughout Canada imple-
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mented changes that had a variety of negative effects
including a shortage of physicians, nurses, hospital
beds, and inadequate provision of homecare that in
sum comprised an indisputable health care crisis.

The results calculated in this paper are based on
publicly supported expenses, as these are more accu-
rate than those comprising private expenditures.?®
Generally speaking, these two follow a similar pattern
and the data including private funds is usually 25-30%
higher than the public funds alone. In 1990, Huber
and Orosz indicated that publicly supported expenses
in Canada contributed approximately 75% and private
insurance and out of pocket expenses 26%, while in
2000 the corresponding figures were 71% public and
29% private?®. The pattern of the ratio of total health
care spending versus GDP generally parallels the pat-
tern for public expenditures in Figure 1b.2

The data on population growth and GDP were
obtained from Statistics Canada, on health expen-
ditures from “Health expenditures in Canada by
age and sex in 1980 — 1981 to 2000 — 2001” pub-
lished by Health Policy and Communication Branch
2001.7 Data on hospitals and home care from the
Canadian Institute for Health Information’s “Health
Canada 2001”1%; on physicians and trainees from the
Association of Canadian Medical Colleges (recently
renamed Association of Faculties of Medicine of
Canada) and from Southam Medical Database.!?
Nursing data were provided by the Canadian Nurses
Associations.?! To account for changes in the popula-
tion, data are expressed in ‘per capita’ or ‘per 100,000
population’ terms where possible.

Up to the 1980s, Canada had an established and
high-performing public health care system,22%27,28
Due to governments selectively implementing the
Barer-Stoddart report’s recommendations, this
changed after 1990.

The authors set out to identify the causes of the
perceived health care crisis by interviewing many
stakeholders. Their report provided a summary of
feedback and a host of recommendations on how
to correct the problem. A major difficulty of relying
so heavily on the interview method is that it is not
well suited at distinguishing causes from effects and
mere correlates. This is because qualitative research
methods generally are discovery-oriented — excel-
lent at describing complex phenomenon, generating
new theory or identifying under-explored factors
— but they also provide a poor means of distinguish-
ing root causes. Before publishing their report, the
authors should have bolstered their conclusions by
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complimenting their results with suitable quantitative
methodologies, a process referred to as triangulation
that would have provided more reliable evidence of
causation.

More fundamentally, since the authors were com-
missioned to provide solutions to the ‘crisis’, they
seem to have presumed that one existed. However,
our data indicate that there was no crisis (Figure 1)
but an increased need (Figure 2). We submit, there-
fore, that it is incumbent on those who make recom-
mendations to explicitly challenge prevailing wisdom,
to authenticate their commission by establishing that
a problem exists and, given that one is revealed by
empirical evidence, to both contextualize its scope and
adopt methods that are capable of accurately assess-
ing its causes. Decisions must be informed by and
based on superior fact-based evidence 2°32 given the
enormous practical and moral hazards involved in mis-
understanding the problem. For example, literature
suggests that seminal health reports such as Barer-
Stoddart have enormous influence in governmental
decision-making both in and outside departments of
health in Canada.??

Given the health care problems that emerged
during the 1990s, the federal government commis-
sioned the Romanow Report, on “Future of Health
Care in Canada”, which was submitted in 2002.'°
Unfortunately, ten years after the Barer-Stoddart
report, the Romanow report is remarkably similar to
its predecessor (see Table 1). Both point out that
prior policies have been ineffective and that a nation-
ally coordinated solution is required. Both propose
that there may not be a physician shortage but merely
inadequate physician distribution and suggest that it
may be necessary to re-locate physicians forcefully.
Both propose that foreign physicians should not be
licensed and that non-physician health care workers
should become more involved.

It is routine for governments to be guided by politi-
cal expedience. However, this approach is harmful as it
does not provide rational answers. The Barer-Stoddart
and Romanow reports seem to adhere to a ‘political’
model of research use, in which research findings are
ammunition in an adversarial system of policy making,
rather than the preferable ‘knowledge-driven’ and
‘interactive’ models that are superior at diagnosing
problems and implementing rigorous and appropriate
solutions.3*

In reviewing methods of scientists’ consulting with
non-scientists (e.g. government or industry), progress
has been made in terms of developing more effective
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means of conveying information.?® Before such infor-
mation can be shared, though, certain considerations
must be established. For example, evidence should be
harvested and reviewed using the scientific method
and be inclusive of all stakeholders in the system.29-
32 Once on course, those charged with seeking to
propose solutions should maintain their independence
by ignoring their political overseers whose own moti-
vations may not be aligned with identifying truths.
The process itself may benefit from an arrangement
similar to peer-review in order to ensure the merits of
the methodologies, results and implications, as well as
to minimize other potential sources of bias. The same
people who helped to create the problem should not
be subsequently involved in ‘fixing’ the mess to which
they contributed.

Reflected in its aggressive language, the Barer-
Stoddart report fixated on physicians and their misuse
of resources without adequately considering other
causes.??32  Its authors were optimistic about the
extent to which alternative health care workers could
replace physicians or be used effectively in smaller com-
munities. Positive results have been constrained by a
lack of resources such as the fact that there are fewer
nurses (Table 2) and an insufficient numbers of Nurse
Practitioners.?! Further, based on the assumption that
expenses due to facility overuse by physicians was at
fault, the number of hospital beds was cut (Figures 4a
and 5). Besides the fatuity of believing that cutting
supply would reduce demand, this approach created
three major problems. The first relate to difficulties
caring for “less sick patients”?4, who in the past would
have been admitted to hospital but were turned away
for lack of space and added to the burgeoning waiting
lists. Second, emergency departments became over-
crowded.3® Third, for lack of capital investments in
modern equipment®, patient care lagged the level of
contemporary technology.

Governments also gave voice to plans to replace
considerable portions of hospital care with home care.
This move required large infusions of money for high
quality home care in advance of hospital closures.
But the increase in home care was small, gradual and
did not take place until hospitals were already being
shuttered (Figure 4). Home care dollars represented
the second smallest component of the budget (Figure
5). When one course of action (e.g. hospital closures)
is embraced without adequate offsets to meet the
genuine needs of the system (e.g. number of nurse
practitioners, home care funding), this betrays an
underlying lack of commitment by decision makers.
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The prolonged waits in emergency departments
(ER) were foreseeable and had several causes.3® With
the increasing population and a disproportional rise
in the elderly (Figure 2), there were more seriously
ill patients but fewer practicing physicians (Figure 3),
providing less screening to keep patients away from
ER’s. Because of hospital closures, there were fewer
beds to accommodate acute patients who were over-
flowing the ER department,®® The delay in purchasing
capital equipment?” meant that the remaining hospi-
tals were less efficient.

As stated by Altman3® “The wide range and sharp
periodic cycles in spending growth produce dispropor-
tionate strains that contribute to the perception of a
health system in constant crisis.” This is what hap-
pened when governments first cut and then increased
physician training, when they first discouraged then
supported foreign graduates, when they first demol-
ished then rebuilt hospitals and when they promised
but did not provide home care. Due to this crisis
of delivering appropriate patient care, the Supreme
Court of Canada ruled in 2005 that the waiting lists
had become so long that they violated patients’ rights
under the Quebec charter: “delays in the public health
cave system arve widespread” and “in some sevious cases,
patients die as a vesult of waiting lists for public health
carve.” Therefore, “the prohibition on obtaining private
health insurance is not constitutional where the public
system fuils to deliver reasonable services”3**! Due to
political incompetence and under-funding in the pre-
ceding decade, the original principle of Medicare in
Canada ? may now be lost to a more expensive, less
egalitarian privatized solution.*?4>

The similarities between the Barer-Stoddart and
Romanow reports imply that decision-makers failed
to understand the causes and scope of the intervening
health crisis. That governmental decision-making has
been haphazard is apparent in the fact that after years
of decreasing medical enrolments and discouraging
hiring of foreign-trained physicians, medical schools
have now been asked to increase enrolment and the
2005 federal budget provides $75 million to help for-
eign graduates to enter the system.

We remain concerned that decision-makers con-
tinue not to comprehend the core issues. They should
realize that the present crisis is due to their health care
philosophy in which money more than need has been
the driving force for change and where the opinions of
those who deliver it, physicians and nurses, has been
considerably overlooked. This resulted in the destruc-
tion of the primary principle of Canadian Medicare.
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Perhaps, when budgets are appropriated by need and
not determined by politicized processes, and when
adequate equipment to support hospitals and suf-
ficient new physicians are trained to replace the aging
practitioners, the system might start to return to its
previous excellence, nullifying the need to bypass the
system by adopting privately-funded solutions.
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