Synthesis Report

Sustainable
Health Care for
Canada

Douglas E. Angus
Ludwig Auer

J. Eden Cloutier
Terry Albert

Queen’s—University of Ottawa
Economic Projects
1995



Canadian Cataloguing in Publication Data
Main entry under titie:
Sustainable health care for Canada: synthesis report

At head of title: Queen’s-University of Ottawa Economic Projects.

Issued also in French under title: Pour un systéme de soins de santé viable
au Canada. :

Includes bibliographical references.

ISBN 0-88927-034-1

1. Medical care -- Canada -- Cost effectiveness.
I. Angus, Douglas E. II. University of Ottawa

HI. Queen’s-University of Ottawa Economic Projects

RA410.55.C3S88 1995 362.1'1'0681 C94-900937-7



Contents

Executive Summary

Foreword

Acknowledgments

Part I — Overview

1

Why Examine the Cost-Effectiveness of Canadian
Health Care?

Rationale, Objectives, and Scope

Research Approach

Achievements and Limitations

Canadian Health Care: Status and Emerging Trends
Canadian Health Care Insurance in History

Trends in Health Care Reform

Tensions in the System

Financial Pressures

Knowledge Pressures

Regulatory Pressures

Ethical Pressures

The Citizen

Part II - A System-Wide Approach
4 What Accounts for the Increase in Health Care Costs?

Structural Changes
The Major Health Care Sectors
A Hospitals
B Physicians
C Residential Care Facilities
D Home Care
E Pharmaceuticals
Summary of the Increase in Costs
Improvements in Health Status
Provincial Variations in Health Care Expenditures
Summary of Provincial Variations in Health Care
Expenditures
What If We Allocated Resources Differently?
The Resource Allocation Framework

it

27
27
29
30
30
36
38
38
40
40
42
45

47
49
50



Limitations 51

The Scenarios and the Savings 52
Scenario 1 ‘ 53
Scenario 2 54
Scenario 3 55
Scenario 4 57
Summary of the Scenarios 58

Transition Costs 59

Conclusion 62

Appendix 5-1 63

Appendix 5-2 64

Appendix 5-3 65

6 Do We Need a New Regulatory Frameworl 66

Other Regulatory Frameworks 68

The Significance of Central Control 70

Possible Alternatives for Canada? 74

Conclusion 80

Part III — Sectoral Strategies 81
7 Institutional Services 81

What Makes Up Institutional Services? 81
Room for Efficiencies? 83

Summary and Conclusion 87

8 Continuing Care 88
What Is and Who Receives Continuing Care? 88
The Costs Of and Potential For Efficiencies in

Continuing Care 92
Informal Care 94
Care of the Elderly 95

Summary and Conclusion 96

9 Health Professionals 98

The Major Categories of Health Care Professiona. 98

Costs 100

Is There Room for Efficiencies? 102

Summary and Conclusion N 104

10 Pharmaceuticals 105

Pharmaceutical Costs: A Breakdown 5o 105

Cost Containment Policies . 109

Summary 112

Part 1V — Conclusions and Implications 113
11 Rethinking the Choices 113
What Have We Learned? 114

Cost Drivers in Health Care 114

iv



Significant Cost Savings Are Feasible
Shifting to Less Costly Modes of Delivery
Key Considerations in Reconfiguring Hospitals
The Need for Continuing Care ‘
The Provinces Can Learn From Each Other
Compensation of Health Care Providers
Drug Utilization Management
Conditions for Successful Decentralization
Research Agenda

Closing Comment

Notes

List of Tables, Charts, and Figures
Members of the Advisory Committee
Funding Partners

Project Team

115
116
117
118
119
120
120
121
123
125



Executive Summary

Health care in Canada is under stress from four interconnected areas: the fiscal
pressures on governments; lack of knowledge about the links between health
care and health; the ethical dilemmas involved in rationing health care services;
and the contradictory incentives built into the rules and regulations governing
health care delivery.

These tensions are not new. What is new, however, is that no new money
can be added to the system. To make the health care system sustainable, Canada
must find new and innovative ways of delivering health care.

To meet this challenge, better information is needed — information that shows
how health care affects health and how much it costs to achieve this health.
It was precisely this lack of information that gave rise to the project on Cost-
Effectiveness of the Canadian Health Care System. By examining the health
care sector through a system-wide lens, we are able to explore the links between
health care and health, and reach some conclusions about making health care
sustainable.

We learned that much can be done to make the health care system more
efficient without adversely affecting the public’s health. The secret is to
substitute less costly types of delivery and forms of treatment in more
appropriate care settings.

The project developed a Resource Allocation Framework so that a few
scenarios could be tested for their feasibility and their impact on health
outcomes. In general, these scenarios reflect the direction of change in provincial
health policy in recent years. They are:

reducing acute-care beds and length of stay in hospitals;

substituting continuing care for acute care;

reducing the rate of unnecessary surgery and substituting same-day for
inpatient surgery; and

reducing institutionalization of the elderly by substituting home and con
tinuing care for institutional care.



The project also identified successful modes of delivery in some provinces
that could be used as benchmarks for “better practice” to generate savings in
other jurisdictions.

The overall reduction in the cost of the Canadian health care system is
estimated (conservatively) to be about 15 percent of public health care costs,
after taking into account the necessary investments in new, less costly, facilities
and services. Based on 1990 health care expenditures data, this translates into
savings of about $7 billion.

The overriding goal of doing the appropriate things to the appropriate people
at the appropriate time can be achieved. However, in reducing overall costs
and becoming more efficient, there are notable implications to consider.

First, significant cost savings are feasible, but they do require a major
reconfiguration of health care facilities — replacing high-cost acute care
treatment with continuing care. As long as appropriate continuing care
services are available and working well, these alternatives are viable over
a wide range of problems.

Second, as hospital capacity is reduced, the need for effective continuing
care in the community will increase. Policy will have to focus on developing
cost-effective continuing care as well as support services for families, friends
and other informal caregivers who represent important elements of such care.

¢ Third, part of the savings to be realized by this reconfiguration will have
to be set aside to cover the real human costs of such transitions, through
strategies like training programs and worker assistance programs, outplacement
programs and, where unavoidable, severance packages.

Finally, as provinces regionalize their health care system, they must retain
the strong central control of health care financing and overall health care
costs. At the same time, regional authorities must be given authority to
reconfigure health services to meet the needs of the population. To do this,
new kinds of information will be required on health needs, on the costs of
alternative treatments, and on the outcomes flowing from those interventions.

Analysis of the cost drivers in the health care system in the 1980s shows
that Canadians are taking more pills, receiving more intensive hospital services,
and visiting the doctor more frequently that they did in earlier times. The state
cannot regulate use of the system, but it can create a new set of incentives that
will realistically encourage both providers and patients to choose less costly
— but equally effective — health alternatives. That is the essence of sustainable
health care.
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Foreword

This project was launched in late 1991 by the Economic Council of Canada.
The Council was responding to the fact that nearly all the provincial Royal
Commissions and Task Forces of the 1980s had recommended work on cost-
effectiveness, but that none of them had been in a position to commit the time
or the resources to the pioneering work in data development or modelling
required. We knew from the start that the project was too big to be funded solely
from Council sources and wish to acknowledge the funding support from the
partners listed at the end of the report.

The team faced a daunting task of finding measures of the outcomes from
health care and of creating a statistical and institutional portrait of the health
care system from stem to stern — that is from hospitals to continuing care. They
then had to contend with the shutdown of the Council and the transition to the
University of Ottawa, where a new home was created that offered valuable
linkages to the Department of Medicine, the Faculty of Health Sciences and
the Faculty of Administration. Their contributions have enriched the project.

Over a three-year period, the team has covered an extraordinary amount of
ground in gathering data from every corner of the health care system and
integrating it into a system-wide view. They have commissioned a large number
of studies by respected Canadian researchers. Some of these studies have
focused on the institutional and regulatory issues that have an important
influence on the performance of the health care system; others have developed
new analytical insights with respect to the continuing care sector, the use of
new technologies, drug utilization patterns, and the shift from inpatient to
outpatient care. These studies have been reported in Working Papers and in
a research report, aimed at a more technical audience, which will be published
in early 1995.

This synthesis report condenses a vast array of technical documents into a
readable and highly relevant review of the current challenges we face in updating
health care in Canada. It demonstrates the new ground that the project has
opened for health care research, and the immense amount of work that remains
to be done if we are to create a solid foundation for the efficient allocation
of health care resources in Canada.

The past three years have been turbulent ones for the Canadian health care
system, as the inexorable pressures of budgetary restraint have forced important

ix



changes in the configuration of health services and in the governance of many
provincial systems. This report offers support for many of the trends in health
care reform, and it sets out criteria for success in a number of areas where
provinces are breaking new ground — specifically in the development of
comprehensive continuing care and in the regionalization of their systems.

The research has been guided by a hard-working and demanding Advisory
Committee whose members are listed at the end of the report. The Committee
was chaired by Mary Mogford, a former member of the Economic Council and
an independent consultant based in Toronto. I would like to thank all of them
for their diligence, their encouragement, and their good advice. .

As we close the project, we are committed to developing the data and the
models further so that the tools for analyzing cost-effectiveness will become
a continuing aid to the complex process of allocating scarce health services.
In the end, we all share the same objective, which is to ensure that the health
system is sustainable so that it can make, on an ongoing basis, the maximum
contribution to the health status of Canadians.

Judith Maxwell
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