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ABSTRACT

This thesis uses a structuralist framework to examine the pressures that are being
exerted on the Canadian health care system. The analogy that is used refers to a playing
field. By shifting the location of the goal posts and changing the rules of the game, the
old goal posts disappear and their objectives become irrelevant. The thesis asks those
people who actively seek to influence government social policy, what their perceptions
are on the benefits and problems caused by increased privatization initiatives in the
Canadian health care system.

A number of critical themes have emerged from this study. From a structural
perspective there are three key points: the position of the health care system within the
public system; the position of the public system within the emerging framework of the
national government and the position of the national government within the global
economy. From an ideological perspective the theme centres on the analysis that is
coming from both the ‘new’ right and the ‘new’ left. The management theme is of the
relative importance of ‘evidence’ in the development of public policy designed to meet
the goals and objectives of the health care system. The theoretical model of the
convergence of interest demonstrates the pressures that are creating an environment
where the goals and objectives of the Canada Health Act have become obsolete. It
appears that in recent times the ‘goal posts’ have moved and the rules of the game have
changed. Finally, the question returns to the challenge of maintaining the public’s trust
in the Canadian health care system.



Introduction
In recent years, many questions have been asked about the Canadian health care
system: Is it over funded? Is it under funded? Is it too comprehensive? Too inclusive?
Too accessible? Is it one tiered or two tiered? Is it too political? Is it responsive to
certain sector needs? Who should profit from it? This work arises from the most basic
question: What is the most dangerous threat to Canada’s health care system? The answer

is simple:

The most dangerous threat to Canada’s health care system is a waning of the
public’s trust.

The desire to fund the health care system is based on the public’s trust that this is
a ‘good’' system. The respect given to health care professionals is based on trust that
they do a ‘good’ job. The faith to give one’s body or the body of a family member over to
the ministrations of the system is based on trust that ‘good’ will be the outcome,
including the ‘good’ that comes from a dignified and respectful death.

The trust relationship between the public and their government sponsored health
care system is threatened. The threat comes from the continuing pressure to privatize
health funding and management. This pressure has been increasing in recent years as
governments shed responsibility for provision of social services and private enterprise
seeks to maximize profits from the social sector. The goals have shifted and the rules of

the ‘game’ have changed.

A couple of years ago at a meeting of the Canadian Health Coalition in Ottawa,
the representative from Alberta brought a bumper sticker that said: “If Ralph Klein is the
solution—What the hell is the problem?”” The solution, like research, is only as good as
the question posed. Without a clear definition of the problem it is impossible to evaluate
the solutions. During these days of intensive change we are being presented with a set of

solutions based on the concept of privatization. So the question has to be rephrased: “If

! I define ‘good’ as that which has the most benefit and does the least harm to all citizens.
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privatization is the solution—What is the problem?” The rush to privatize government-
owned endeavors and government services is the identical twin of a second global
phenomenon, the rush to create the ‘micro’ national government. Together these twins
are having a profound effect on the way nation states work.

From 1919, when a national health program was first discussed in Canada, the
issue of private sector involvement in health care has been vigorously contested between
those promoting public and private sector involvement. These contestants have been
viewed both as the solution to the crisis and as the cause of the crises. In 1984 the
Canada Health Act responded to this crisis. The debate continued to be hotly contested in
1985 when Greg Stoddart and Roberta Labelle undertook an extensive review of the
arguments for and against privatization initiatives in the Canadian system of health care.

Their work, Privatization in the Canadian Health Care System (1985), forms the basis for

this thesis, as the issue of privatization rages once again in 1997.

This thesis seeks to find ways of looking at the complex health care system of
Nova Scotia that will give insight into the questions that need to be asked. The purpose of
this study was to ask those who seek to influence public policy what their perceptions
were of the ideology of privatization. To do this, the same questions that were posed by
Stoddart and Labelle in 1985 were used in 1997. The variables used to evaluate the
respondents’ perceptions are: efficiency; control of spending; utilization of services;
access to new funds; and equity. The respondents were also asked to identify winners and
losers from privatization initiatives; to comment on their understanding of the effects of
trade agreements on the health care system and to indicate their preference for a funding
mechanism to maintain the system defined by the Canada Health Act.

The analysis begins with the questions asked by Stoddart and Labelle in 1985 and
returns to these questions to hear the opinions of the respondents. These questions must
reflect the primary objective of the Canadian health care system, as stated in the Preamble
of the Canada Health Act:

It is hereby declared that the primary objective of Canadian health care policy is to
protect, promote and restore the physical and mental well-being of the residents of

Canada and to facilitate reasonable access to health services without financial or
other barrier (Section 3 of the Act).



I conclude this introduction with the following seven stories. They are reminders
of this objective. They can be kept in the back of the mind, while puzzling over such
complexities as TQMs, NAFTA and the pros and cons of corporate concept of ‘managed

care.’

Story One. In Life Before Medicare (1995), Mary Louise Matheson tells the
following story: “During the forties and early fifties Perry Ronayne and his wife were
having and bringing up their children in Halifax. Times were tough and there wasn’t
much money. Perry was working on the CNR trains and was often away for days at a
time. Their second infant was born at home and seemed to have difficulty nursing from
the beginning. The doctor didn’t come to the house when they called because they still
hadn’t paid the bill from the birth of their first child.

As the days and weeks went by the situation did not improve. The baby would
drink some milk and then throw most of it up. Advice was sought from well-meaning
friends, because there was no money for the doctor’s fee. All kinds of efforts were tried
to help this baby. When the baby was almost two months old, Perry came home from
work with enough money to take the baby to the Halifax Infirmary Hospital. The
pediatrician on staff that night checked the emaciated child gently.

There was a minor problem, with the baby’s upper digestive system, that was
apparently not at all uncommon and easily fixed. But it was too late. The baby was
starving to death and not even intravenous fluids could save her at this late stage. She
died soon afterwards” (p.78).

Story Two. My husband’s family is from the West Indies. The family is large and
can be seen as a microcosm of the social structure of the Island. His Aunt is a country
woman, with little formal education and a life that was filled with back breaking work.
Through the years she worked alongside her husband running a little bakery in a village in
the hills above Kingston. She birthed and raised six sons and cared for her husband as he
went blind and then died. Nothing was ever gained for nothing in the lives of these
country women. Four of her sons had settled in Toronto, so in the 1970s Aunt came to
live in Canada. She has a number of medical conditions that are treated in Canada. On
more than one occasion she has written to the Canadian Government to give thanks for
the care she has received. “I have never worked for you in this country, but you have
given me my new eye-glasses, thank you.” The existence of our health care system is not
taken for granted by many new immigrants to this country (Reflections by the author).

Story Three. From Yarmouth an elderly man phoned the Canadian Pensioners
Concerned office in Halifax, he wanted urgent advice. This story was retold to me by the
senior who answered the phone that day. The man’s wife had been discharged from the
hospital with a surgical wound in her groin that needed to be drained at regular intervals
during the day. The home care nurse had shown the man how to do this on a number of
occasions, but he had difficulty in retaining the instructions and was unable to attempt to
do the procedure. He was calling CPC to find someone who could explain the procedure



to him step by step over the phone. At eighty-five he was finding this level of care
giving too much to comprehend. The senior I spoke with was very frustrated. “The
Family is there for all the needed supports for their sick relative, but that support cannot
be to provide the professional care themselves” (Personal communication with a
Canadian Pensioners Concerned board member, 1997).

Story Four. Debbie Kelly is the very able leader of a new group called Coalition
against Health Care Cuts. Her wellspring of energy comes from the death of her father.
This man was released from hospital in Halifax to die at home. The home care did not
cover the full extent of his illness and family members were needed to provide the 24--
hour care he needed. Although he was in intense pain and had to rely on assistance for all
personal care there was no registered nursing care assigned. The family was responsible
for the care of his surgical dressings and all his medication including administration of
morphine. After a number of visits, phone calls and emotional pleas to the Home Care
Coordinator, Debbie’s family obtained a 24-hour home care service for the final two
days of his life. The pain, the lack of dignity, the pleading, the grief have come together
to create a very powerful speaker on the effects of the cuts to the system. The costs to
Debbie and her family have been and continue to be very high (Debbie Kelly, personal
communication, March 1997).

Story Five. In December a man in Saint John had a severe stroke. His condition
was terminal and he was not expected to live long. He was discharged from the hospital
to the care of his family. His wife was a ‘young’ senior in her seventies. She asked the
discharge doctor about home care and was told there would be no home care for at least
ten days, after which time there would be provision for care—but December was a
difficult month due to the holidays. She inquired for private home care services, and was
told she would be lucky to find any due to the time of year. She did find an agency who
could supply 24--hour care. Her daughters came in from other areas of the province to
help. The cost of Registered Nurse care is $25 per hour, that is $600 per day. He died a
month later. The emotional and financial costs to the family have been severe. As the
daughter said, “What can we do to ensure that these financial burdens don’t fall on our
children . . . What will be left in 30 years?” (Family member, personal communication,
March 1997).

Story Six. This story was told to me by a physician from the QEI Health Centre in
Halifax. A man was admitted from Charlottetown with kidney failure. The man’s story
was a simple one. He had suffered from severe tooth ache and had gone to see his
dentist. The dentist had required a set of x-rays. Due to the expense of the x-rays and the
lack of a dental plan, the man waited until he had the money. On seeing the x-rays the
dentist saw that many of the teeth had abscessed and that they needed to be extracted.
The full fee for this procedure and the follow up would be in excess of $1,000. While the
man saved for this expensive treatment, he was taking pain killers in great quantities.
The effect of the excessive use of pain killers over an extended period of time has
resulted in permanent damage to his kidneys. This man will be hospitalized until he can
get a transplant (Personal communication, March 1997).
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Story Seven. In 1990 I was sitting in the tiny office of Hope Cottage for a meeting
with members of the Hope Cottage staff, the North End Community Health Clinic and the
Home of the Guardian Angle/Single Parent Centre in Spryfield. In the course of the
meeting news was exchanged. A young woman had given birth. This baby was very
premature and in the intensive care unit at the Grace hospital. The cost at that time for
the sickest babies was $5,000 per day. The new incubators were said to cost the same as
a small Honda car. “How can it be?” said one of those present. “One day’s costs for this
baby could prevent other young women (from) having a premature birth.”

While these seven stories are anecdotal, they are also the life experience of these
families. They, together with my own insights and observations based on over fourteen
years as a community animator engaged in health care initiatives, are used to discern what
is public trust. Each story represents a straw. They blow in the wind of the communities’
consciousness, but as they get more numerous and stories of successful interaction with
the health system get fewer, they begin to be more than anecdotes—they become part of
the communities’ collective realities. They are the straws of the system’s ‘camel’s back,’
affecting the level of public trust in the system. The task is to understand the system, to
look at its stresses and to find ways to address the life experiences of the citizens.
Solutions must be found that will enable the Canadian social structure to once again

support a health care system based on the primary objective of the Canada Health Act.



Chapter One
The Context

Current advice for the researcher recommends the framing of the research
question within the wider context and then to concentrate on a micro portion of the
question. It is the relationship between the broad context and the micro context that
determines what is in fact the micro context. In Nova Scotia, our health care system
seems overwhelmingly large and complex, however, in the scale of the global economy,
our health care system is a small microcosm of reality - an example of the questions
facing the global systems. Our very smallness has been and will continue to be one of
our greatest assets in the struggles that lie ahead.

Our social programs are influenced by global forces, so that to examine them in
isolation from the global reality is too obscure and confuses the potential impact. The
social conscience of Canadians is like the melody in a symphony. It can be subsumed by
the larger and more aggressive forces, hopefully to reappear with greater clarity to
remind the world that there is intrinsic value in respecting and enabling all our citizens. It
is the purpose of this chapter to name these forces so we can recognize their potential
power, for if we fail to recognize them we will end up fighting the wrong battles and will

lose the war.

To focus this research I asked three questions: What kind of system do we have in
Canada and Nova Scotia and how is it different from the United States? What are the
ideological tools of globalization and how do they impact on our health care delivery
system? Who won the ‘Cold War’ and why does the answer profoundly affect our health

care delivery system?

What kind of system do we have in Canada and Nova Scotia and how is it different
from the United States?

To understand our health care system we need to look at its history and
development and we need to view it in relation to the system that has developed in the

US. Both the Canadian health care system and the American system developed in tandem



from the mid-Nineteenth to the mid-Twentieth Century. It was only in 1860 that
medicine was recognized as a profession in Canada: before this doctors were on the same
level as others in the healing professions. = Most doctors practiced in the Eastern
provinces and the Eastern states. The largely rural hinterland of both Canada and the US
had significantly fewer doctors and the population was far more likely to use the services
of herbalists and midwives, than make the long journey into a town to visit a doctor. By
1869 the College of Physicians and Surgeons of Ontario was established and doctors
began to organize. This organization was the backbone of the evolving Canadian
Medical Association (Rands, 1994). The American Medical Association had already
been formed in 1846 (Starr, 1982). The pressures for control of the delivery of health
services by the medical profession were the same on both sides of the border. In fact
there has always been a close relationship between the American Medical Association
(AMA) and the Canadian Medical Association (CMA). By 1885 all non-medical healing
practices came under the jurisdiction of organized medicine and all practicing physicians
in Ontario had to be licensed by the OMA.

The one consistent theme for both the AMA and the CMA has been their need to
control the provision of services, and their distrust of any government intervention. At all
stages of development both organizations have vigorously opposed all attempts by
government to develop medical delivery systems.

In 1934 the Association passed a program known as the “AMA Ten Principles”
which set out guidelines for medical societies in regard to the implementation of
health insurance. The AMA, followed by the CMA, demanded that any medical
service plan be under the control of the medical profession, and that the medical
profession be solely responsible for the character of the services provided. It

insisted on doctors’ rights to choose patients. It also insisted that the costs of
medical services be paid by the patient (Rands, 1994 p. 37).

However, in both countries the public called for government programs to offset the costs
of health care. The Wagner Bill introduced in the US federal system in 1939 called for
$35 million in grants to the states to finance public health services. The AMA organized
the National Committee for the Extension of Medical Services to counter this bill. By

1943 the Wagner bill was dead. In Canada, as early as 1916 rural physicians in



Saskatchewan were working for a salary under the Rural Municipalities Act. This move
was severely criticized by the CMA. By 1929 health insurance had become a political

issue especially in the depressed areas of the country - the Western provinces,

A (CMA) Committee on Economics was appointed to study the issue and
formulate a coherent statement for the Association. In 1934 the CMA released its
Plan for Health Insurance in Canada. The Association contended that the state
should provide funding for medical services for indigent persons, but that people
who could afford it should be responsible for their own health insurance. Not
surprisingly the health insurance plans endorsed by the CMA were voluntary and
private (Rands, 1994, p. 35).

In 1935 the Ontario physicians established the Medical Welfare Plan that received
funding for the care of 350,000 people. Both the CMA and the AMA were concerned that
health insurance would affect their autonomy and would only support plans that were
private. The CMA worked closely with the government to plan a health insurance
system. In 1943 they declared that the only acceptable plan would be one that was based
on the voluntary health insurance plan. By 1948 the College of Physician and Surgeons
in Saskatchewan passed a resolution in favour of state funding of health insurance.
During the same year the Medical Society of Nova Scotia had established a plan in order
to prevent the imposition of a government initiative.

This professional body’s hostility to state intervention in the health system in both
the United States and Canada was and continues to be based on physician
remuneration. Fee-for-service payment allows doctors to control their incomes.
Under it they can increase their cash flow simply by increasing their patient load.
The CMA continues to argue that third party involvement in the financing of

health care interferes with the professional freedom of doctors (Rands, 1994, p.
45).

It is clear, however that by 1956 there were differences between the AMA and the CMA.
In that year the AMA tried to prevent passage of an amendment to the Social Securities
Act:
The Association contended that the extension of Social Security benefits to
disabled persons aged fifty or more would lead to complete national health

insurance, with coverage for hospitalization, medical treatment and drugs. The
AMA regarded national health insurance as the end to medical freedom.



Medicare was initially the overriding political issue. In 1958 a congressman from
Rhode Island introduced a new and extremely modest proposal covering only
hospital costs for the aged on Social Security. The AMA undertook a massive
campaign to portray a government insurance plan as a threat to the doctor-patient
relationship (Starr, 1982, p.368).

In Canada the CMA wanted to develop an integrated health care system that
included preventive, curative and rehabilitative services. These would include diagnostic
facilities, hospitals, chronic care centres and home care programs. They wanted these
established though an independent non-political commission and in close collaboration
and control with the CMA. However, as Stan Rands points out, the CMA insisted that
improving the quality of services must not come at the expense of physicians' ability to
generate their desired income levels. Hence physician organizations had a vested interest
in controlling the plans. In Saskatchewan on July 1, 1962, the first universal and
publicly funded program came into effect, the Medical Care Plan. On the same day
Saskatchewan physicians withdrew all services except for emergency care in designated
hospitals. The strike continued until an agreement was reached twenty-three days later.
The Saskatchewan plan was the beginning of a universal state funded health insurance
program in Canada.

In Second Opinion, Michael Rachlis and Carol Kushner point out the differences
between the Canadian and the American medical care systems,
Canada does not have socialized medicine; in point of fact, 95% of our doctors
work for themselves, not for the state, and 90% of our hospitals are private, non-
profit corporations. What we do have is a publicly funded system which pays
private providers, as opposed to a largely privately funded system, which is what
the Americans have . . . A recent New England Journal of Medicine article

pointed out that the administrative costs of private insurance in America
represented 10% of expenditures on health (Rachlis, Kushner, 1989, p.39).

From the physicians’ view point the need to control their professional lives and their
earning potential has been paramount. There is a direct link between control of earning
potential and control of utilization of health services. Health reform initiatives in both
Canada and the US are looking at ways of containing and managing utilization patterns of

service delivery. In Canada, these initiatives are presently within the publicly funded
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system and relate specifically to physician remuneration. Ideas like capitation' for
physician fees, salaries and a variety of blended forms of payments, are already common
among physicians teaching and working at academic centres. In the US the reforms are
centred within the privately run, managed care corporations, which are introducing
capitation of fees payable, salaries and a variety of other initiatives including a number of
punitive measures to encourage physicians to control costs. The difference between the
two systems can be better seen from the perspective of the payers. They are defined
through the publicly funded insurance system in Canada and the private insurance plans
in the US. Before moving to the insurance industry it is necessary to remember that more
than 20% of the population in the US has no access to medical care, as Ralph Nader
points out.

In the US 40 million people, many of them children, have no health care insurance

at all, and another 30 million are grossly underfunded. Our system is full of co-

payments, deductibles, exclusions, fine print, and loopholes that cause incredible

aggravation and sorrow among families in the US ... The longest waiting period

is when you don’t have any money to pay for health care in the US. That’s a long,
long, wait (Ralph Nader, CCPA Monitor, February 1996).

The philosophy behind the American insurance system is quite different from the
system that evolved in Canada. In fact Canada’s experience is much closer to that of the

European experience as Paul Starr indicates.

America had taken a different road to health insurance from the one taken by
European societies, and it arrives at a different destination. The original European
model began with the industrial working class and emphasized income
maintenance; from that base, it expanded in both its coverage of the population
and its range of benefits . .. So instead of an insurance system, founded originally
to relieve the economic problems of the workers, America developed an insurance
system originally concerned with improving the access of middle-class patients to
hospitals and of hospitals to middle-class patients. An insurance system developed
under the control of the hospital and doctors that sought to buttress the existing
forms of organization (Starr, 1982, p.331).

In 1977 the Canadian federal Parliament passed the Established Programs Financing Act.
This act instituted block funding for health and post secondary education to the provinces.

! Capitation is a payment mechanism used for physicians.



11

This funding established a firm basis for funding Medicare that was equitable across the
ten provinces and two territories. To strengthen the ability of the poor to access health
care services, in 1984 the Canada Health Act was passed. This legislation has five
principles: to be universal, comprehensive, portable, publicly funded and publicly
managed. The single-payer system is the primary difference between the American and
Canadian health care systems.

Robert Sherrill, in The Madness of the Market (1995), indicates that the concepts
of ‘health’ and ‘care’ have been removed from this trillion dollar medical-complex in the
US. He notes that patients are referred to as ‘revenue-centres’ and employee insurance
plans as ‘patient feeder systems. In 1982 Paul Starr noted that the idea of the health
centre had been replaced by ‘profit-centre’. From the evidence of these works, it will be
a future in which medicine will often seem to be little more than just another mean,

rapacious part of capitalism.

In the United States, the insurance companies hold a very powerful position within
the medical-industrial complex. The reason for this wealth and power stems back to the
passage of the McCarran-Ferguson Act of 1945. This act grants the insurance industry
immunity from federal antitrust laws. Its power is huge and is arrogantly independent of
Congress. Linda Lipsen, the legislative counsel for the Consumers Union underscores the
power of this lobby, “So politically powerful is the industry that in 1980 it succeeded in
convincing Congress to bar the Federal Trade Commission from even studying the

insurance business.”

Stories about high premiums for health insurance abound, along with their
exclusion riders, such as the ‘pre-existing illness’ clause. Premiums can be raised, after
the policy has been bought, to ‘incredible’ heights to cover major illnesses. One ‘high
risk’ employee can make it very difficult for small businesses to get coverage for all their
employees. Seniors are at risk for ‘hard sell’ tactics. The result has made health

insurance the third biggest expense for the average US citizen after food and shelter.

It is a myth that the public hospital systems receive a greater share of public funds

than the private for-profit institutions in the US. The private institutions are very adept at



receiving grants, matching funds and incentives to build new wings and buildings as well
as getting government investment in equipment. This bleeding of resources has resulted
in the less corporately capable public institutions becoming run down and extremely
under-resourced. The private for-profits are famous for their billing mistakes that are
always in favour of the hospital. The quality of care or the access to care is reliant on the
patient’s ability to pay. Hospital corporations work closely with their multiple funders -
the insurance companies and the State programs such as Medicare and Medicaid. Care is
cut off when the maximum payments have been paid. The mechanism of over billing for
insured patients to pay for those who have difficulty in paying was thought to be a ploy of
the public system. However, in reality the for-profits do this even when their service to
indigent patients is approximately 2% of their work load. The practice of bumping
patients that are on state assistance or who are not covered by a plan is illegal in most
states. As Sherrill notes,

Free-market ideologies might argue that private hospitals have no obligations to

offer free care to anyone. But that argument pales against the reality of billions of

government grants and taxpayer subsidies the hospital industry is built upon, not

to mention all the public expenditures on private medical schools and scientific
research (Sherrill, 1995, p.49).

George C. Halvoeson, in Strong Medicine (1993), tells of the statistics of iatrogenic
deaths and death caused by negligent care. He describes a situation in a Rhode Island
hospital that had a hundred per cent death rate for its cardiac patients. “Not one survived
to leave the hospital . . . These 185 consecutive deaths were invisible as far as the health
care system was concerned. They were individually reported and then simply forgotten.”
This example tragically demonstrates the lack of evidence for increased effective or

efficient delivery of service within the for-profit hospital system in the United States.

The for-profit hospital system includes a number of very large hospital chains.
They have a ruthless bottom line policy and are accountable not to their patients,
workers or local government, but to their CEOs and shareholders. The corporate agenda
is forcing a shift of resources from the care system to the profit margin. This is resulting

in lay-off of trained staff and the hiring of temporary staff on a permanent basis. Many of
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the temporary staff are hired though personnel chains. These chains are notorious for the

provision of unskilled labour.

The situation in the mental health hospitals is even more disturbing. The lack of
care coupled with the total lack of accountability has lead to incidents of fraudulent
billing to the system on a gigantic scale. For example, one hospital claimed that a 13-
year-old boy had received 634 therapy sessions within a two month period - including
forty-one in a single day (Sherrill, 1995)!

Shermrill reinforces the reality that physicians in the US have greatly benefited from
the advent of both Medicare and Medicaid. This is a system that has allowed them to
hike their rates for these government-sponsored programs as opposed to the current rates
paid out by the insurance companies. Neil Postman in Technopoly: The Surrender of
Culture to Technology (1993) outlines the problems of over-doctoring. Postman states,

“Patients may be justifiably worried by reports that quite possibly close to 40 percent of
the operations performed in America are not necessary.” He notes that some statistics
show that there are more deaths per year that are the result of surgery than occurred in the

war in Vietnam. He points out that during medical strikes the mortality rate declines.

The drug companies top Robert Sherrill’s list for being the most ‘rapacious’
within the medical-industrial complex. Their motivation is greed resulting in the
*““average wholesale price of drugs in the United States (being) 32 percent higher than in
the next most expensive country, Canada” (Sherrill, 1995, p.60). Given these very high
prices, it is interesting that the Pharmaceutical Research and Manufacturers of America
estimated that 72 million Americans had no insurance coverage for drugs. In addition,
tax breaks for research and development are used to produce drugs that are copy cats of
other drugs. New and significant drugs are few and often developed through funding by
the US government. Up until 1990 the US government could not get a price break for the
bulk purchasing of drugs for Medicare or Medicaid. In 1990 a bill passed in Congress
which enabled these programs to negotiate a price break. In response the drug companies
simply raised the price of their brand name drugs. There are some very unhealthy
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relationships between university departments and the drug companies enabling them to
challenge the FDA.

The last of the big players in the US system are the health care conglomerates.
These are known as Health Maintenance Organizations (HMOs) or Preferred-Provider
Organizations (PPOs). Paul Starr describes the failure of state governments to establish
a comprehensive regulatory system, coupled with a piecemeal approach to managing
monetary crises that result in cost cutting and turning back programs to the private sector
(Starr, 1982). The growth of the HMOs over the past 15 years is the result of the
consolidation of health care delivery, insurance and drug manufacturers into six giant
conglomerates. The result is a consolidation of the medical-industrial complex in the

hands of a few giant corporations, centralizing power and resources.

This massive consolidation of the private health care facilities is having a drastic
effect on the publicly run facilities in the US. The private facilities routinely ‘dump’ low
income patients onto the public system. While this is illegal, it is still a very effective
way of getting rid of those who cannot pay. There are two tactics: the closing of the
emergency room, so that indigent patients have no place to be admitted; and secondly, to
reroute them knowing that it is very unlikely that the organization will be prosecuted.
The danger to the US system can be found in the total control that HMOs have over all
aspects of the medical industry. This results in far less choice for the consumer. Sherrill
illustrates the irony of the role of competition between the HMOs. In a society where free
markets are supposed to thrive, the HMOs are consolidating their interests in large
oligopolies—with little regard for choice or competition. The pure irony of this is that
those consumers who have had to buy into these HMOs are not getting their services at a
reduced rate. They have significantly higher insurance rates than other areas. In
California, for example, where 80 percent of all employees are covered by HMOs, their
costs are on average 19 percent higher than the national average. In these areas of high
rate of HMO saturation, the doctors are in a state of panic. They risk being excluded
from the system unless they sign up with one of the companies, thereby restricting their

freedom to act independently. In many cases the doctors are required to sign a document



swearing not to reveal any information about the practices or operation of the HMO.

Practitioners are being silenced and patients have no rights or recourse.

Who are the winners in this system? The answer is twofold: the Chief Executive
Officers and the shareholders. In 1995 the CEO of ‘US Healthcare’ is reported to have
been paid $10 million. The other beneficiaries of this new found money making machine
are the army of administrators and accountants, advertisers and legal advisers. These are
the new bureaucracy of this private system. It is noted that in Consumer Reports, 1992:
“Canada’s national health care plan covers 25 million people - giving them not only
medical and hospital care but long-terrn care, mental-health services and prescription
drugs for people over 65 - and yet employs fewer administrators than Massachusetts Blue
Cross which covers 2.7 million.”

It is clear from Sherrill that the motivation behind the rise in health care costs in
the US is based on greed. This greed is evident at every level of the medical industry.
However, the motivational factor of individual greed has given away to a much more
organizational and structured corporate greed of the large emerging oligopolies. These
companies, like Columbia/HCA Healthcare Corporation represent the greatest threat to
the Canadian system. They are huge, centralizing forces that are creating ‘mega’
institutions. The Canadian health system is viewed as another market t be controlled.
Due to the apparent fragmented understanding of our system by decision makers we may
allow these corporations to get a toe-hold in Canada. Given what we have seen from the
for-profit system of health care delivery in the US it is difficult to imagine that there are
many people and organizations in Canada looking to the US for direction. But as Ralph
Nader pointed out in the CCPA Monitor,

Yes, Canadians have some concerns and complaints about Medicare. You want to
improve it. And you can improve it by reducing unnecessary procedures and
putting more emphasis on prevention. You will not improve it - you will destroy
it- if you open the door to the corporatised, deprofessionalized, gouging, bottom-
line style of health care that we are saddled with in the US. Our greedy insurance
companies are eyeing the Canadian market of 30 million people, and are working
with right-wing politicians and business executives in Canada to scuttle your

public health insurance plan and replace it with the horrendous privatized
American system (Ralph Nader, CCPA Monitor, February 1996).
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The system that developed in Canada was similar to the European model of
integrated social programs for all the citizens. The universality of Medicare was matched
with universal income security programs, for the elderly and the disabled, a universal
income supplement for families with children and universally accessible unemployment
insurance, through which all levels of government contributed to income maintenance for
the very poor. This mix of programs recognized the citizen as an individual worthy of
support and respect.

That development came to an abrupt halt during the nineties. We have lost the
universality from all these programs except for Medicare. Where it once stood as part of
this integrated system, it now stands alone and in its loneliness is vulnerable. Family
allowances are gone, Old Age Security and the Guaranteed Income Supplement’s
universal coverage were lost in August 1996, and will be replaced by the Seniors’
Benefits Plan in April 1997. The universality of the unemployment system was lost in
April 1996 as was the Canada Assistance Plan. Disabilities pensions have been reduced
and are awaiting review. Other programs that looked after the needs of the citizens, such
as the Cooperative Housing Program of Canada Mortgage and Housing will be phased
out by April 1997. The Established Programs Fund and the Canada Assistance Program
were merged to form the Canada Health and Social Transfer, April 1996. By the year
2015 it is estimated that there will be no more transfers of money from the Federal
government to the Provinces. The transfer of funds for these programs will be replaced
by the calculation of income tax points to the provinces, but the ear-marked funding will
be gone. The fear is that with the loss of the federally-funded programs it will be difficult
to maintain standards and portability of services for all Canadian citizens.

The ideology that fostered the variety of social programs that formed what we
were proud to call our Social Safety Net is now gone. The new ideology that has taken its
place is based on either a classic neo-conservative model or a classic neo-liberal model. I
am not sure which one. The reality is that the role of the citizen has lost out to the
dualism of deserving or undeserving, or, of a have-consumer or have-not consumer. The
motivation behind the provision of medical services is based on the ‘business’ or profit

model, a model that is familiar in the American health system.
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The Canadian health legislation is dominated by the Canada Health Act of 1984.
This Act combined in legislation the Hospital Insurance and Diagnostic Services Act of
1957 and the National Medical Care Insurance Act {Medicare was enacted in 1968 and
fully operational across the country by 1971.] The Canada Health Act enshrined the
Five principles of Medicare: universality, accessibility, comprehensiveness, portability
and publicly administered. The Canada Health Act ensures all Canadians access to
services provided through hospitals and the medical profession. Section 3 of the act
states:
It is hereby declared that the primary objectives of Canadian health care policy is
to protect, promote and restore the physical and mental well-being of residents of

Canada and to facilitate reasonable access to health services without financial or
other barriers (Canada Health Act, 1984).

The criteria for gaining ‘reasonable access’ to health care services is based on what is
considered ‘medical necessity.” This gives the gate keeper role to the medical profession.
Given this restriction, the Canadian Health Care system is based on provision of services
based on medically defined need, with no financial barrier between provider and citizen.
This should mean that the sicker the individual the greater the access to the system.
Therefore, those who are not sick do not ‘need’ to access the system. This puts a

different slant on accessibility from a purely universal system (Birch, 1995).

Canada, through its provinces and territories, is a decentralized country. The
responsibility for the provision of health services is shared by both federal and provincial
levels of government. Traditionally, this has meant that the federal responsibility is:

e to enforce the Canada Health Act;
e to collect taxes and distribute funds for health care services across the country;

e to maintain standards and licensing of health related products and review

environmental toxins through the Health Protection Branch;

e to directly care for the health of particular segments of the population (for

example, First Nations and the Armed Forces).
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Strictly speaking, the term “Medicare” refers to our system for insuring the costs
of physician services. But today it is widely understood to encompass all publicly
financed health care services, including those in hospitals or long-term facilities,
as well as drug benefit programs, home care, and other services (Rachlis,
Kushner, 1994, p.39 1n.).

It is the responsibility of the provincial government to provide for the delivery of the
services that are to be funded through the public purse. This is a provincial responsibility
and there is some variation among provinces as to how this responsibility is met. The
programs that must be funded through the public system continue to be those programs
that are delivered through the hospital system and by medical personnel.

The funding of the system is shared by both federal and provincial governments.
The following table is a break down of health expenditures.

Table 1.1
Breakdown of Health Expenditures by Financial Source
1975 - 1994
1975 1994 Avg. Annual
Compounded Growth
__75-94

Public | Private | Ratio I Public | Private |Ratio [Public | Private

$mil mil mil mil % %
Hospital | 5,196 316 |96:4 [24,206 {2,293 |90:10 | 8.4 12.2
Other 796 328 |71:29 § 4952 |2,138 70:30 |10.1 10.4
inst.
Physicians | 1,813 27 |99:1 110,222 100 99:1 9.5 7.1
Other 135 766 | 15:85 847 | 5,346 14:86 |10.1 10.8
prof’ls
Drugs 158 916 | 15:85 2,929 6,250 32:68 |]16.6 10.6
Other 1,264 540 | 70:30 |8.,905 3,773 70:30 |10.8 10.8
Total 9,361 |2,893 |76:24 §52,061 | 20,401 |72:28 9.5 10.8

Source National Health Expenditures in Canada, 1975-94. Quoted in National Forum on Health Canada Health
Action: Building on the Legacy. 1997, p. 15 .

There are three clear messages from Table 1.1. The first is the dominance of public
funding for hospital and physician services over other areas of health care delivery. The
second is the drop in the ratio for public funding for hospital services, other institutions

and other professionals, and the rise in the public funding for drugs resulting in an overall
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second is the drop in the ratio for public funding for hospital services. other institutions
and other professionals, and the rise in the public funding for drugs resuiting in an overall
drop in the ratio over 20 years from 76:24 to 72:28. The third message is that although
most Canadian provinces have undergone many ‘health reform’ initiatives, nothing much

has changed.

The Canadian Health system is in a period of intense health reform. This time was
predicted by Tommy Douglas in 1982, “When we began to plan Medicare, we pointed
out that it would be in two phases. The first phase would be to remove the financial
barrier between those giving the service and those receiving it. The second phase would
be to reorganize and revamp the delivery system - and of course, that’s the big item. It’s

the big thing we haven’t done yet.”

As we have seen, the Canadian health care system has always existed with a high
degree of tension between the governments and the physician organizations. From its
inception both at the provincial level, through Tommy Douglas, or at a national level,
through Lester B. Person, Medicare was always seen as being a system that needed to be
developed.

The scope of benefits should be, broadly speaking, all the services provided by
physicians, both general practitioners and specialists. A complete health plan
would include dental treatment, prescribed drugs, and other important services,
and there is nothing in the approach we propose to prevent these being included,

from the start or later. If this were the general wish. We regard comprehensive
physicians’ services as the initial minimum (Pearson, 1965).

At all stages of the development of the Canadian health care system there have
been calls for change. This began with the knowledge that the removal of the financial
barriers between the provider and the patient was only the beginning of system design.
However, there was no mechanism to oversee the distribution of Canadian doctors into
traditional under-serviced areas. There were no evaluation methods put in place to see if
the services being provided were effective, safe or necessary. Health costs began to
spiral, health status improvement stagnated and the economy in the Seventies experienced

a recession.



From the beginning of Medicare the physician power-base has been effective in
looking after their own needs. Their guardian role for access to the system, the
preservation of their unique position as the sole providers of medical care, the income
differential they enjoy and the unique position they occupy in decision making for the
system are some of the areas of physician influence. The most direct manifestation of
this is the fee-for-service mechanism of payment.

Doctors spend too little time with people who are really sick. Even in a city like
Toronto with thousands of family doctors and more than one hundred walk-in
clinics, public health nurses find few physicians willing to make home visits to the
frail elderly or to take on patients with AIDS, schizophrenia, or other difficult
medical problems. The great British general practitioner and primary care theorist
Julian Tudor Hart referred to this phenomenon as the ‘inverse care law’: “The

availability of good medical care tends to vary inversely with the need for it in the
population served” (Rachlis, Kushner, 1994, p.177).

Even though it has been modified through the introduction of managed care facilities in
the US, by global budgeting, capitation and population based funding in many European
countries, the fee-for-service funding mechanism is common in most jurisdictions. This
payment system is difficult to predict, to plan or to hold practitioners accountable, as
Robert Evans points out.
The short-hand story, then, is that despite their diversity, health care systems in
every society have all evolved without mechanism to assure accountability for
effectiveness, efficiency, and appropriateness of care provided. The response of

providers to every issue, every problem, every question, has been, ‘We must meet
needs - Give us more’ (Evans, 1993, p.17).

The health reform initiatives that have been implemented in most Canadian
provinces and which are also reflected in the federal government’s cuts to the Canadian
Health and Social Transfers is based on cutting cost. This deficit reduction model of
health reform is the first reality of health reform. The major cuts can be found in the
facilities sector, the primary target being hospitals. While there has been systematic

2

mismanagement and waste within the hospital system,” the cuts to hospital budgets are

being bome primarily by the healith care workers.

? This has been documented by all the Commissions of Inquiry, Royal Commissions on health services that have taken place
in all provinces within the past 10 -12 years.



Approximately 75 percent of hospital budgets are for personnei, meaning you
can’t make deep cuts all at once without laying off employees. . . .As of April
1993, over ten thousand nurses had been laid off and nearly twenty thousand other
hospital workers were collecting unemployment insurance. In the meantime, the
nurses who still have jobs are run off their feet (Rachlis, Kushner, 1994, p.245).

Along with the lay-off of full-time workers come the phenomena of part-time work,

casual workers and multi-skilled workers. All of these are a cost saving to the institution.

In public hospitals 42 percent of the RNs worked part time in 1990, while this was
the case for 56 percent of those employed in for-profit institutions. In addition,
many of the RNs counted as working full-time did so on an irregular basis. Of the
nurses with nursing jobs in 1993, 14 percent were casual employees. By
employing people part-time or on a casual basis, employers save money in two
ways. First they often pay fewer benefits and lower wages for these employees.
Second, employers pay part-time workers only when they work and employers can
hire them to work only at peak demand. Moreover, people who are working for
short periods of time can work harder than those employed for more hours
(Armstrong, Armstrong, 1996, p.113).

The second reality of health reform initiatives has been the utilization rates of hospital
beds, and the resulting closure of hospital beds. Funding was allocated to hospitals based
on a per diem rate for the number of beds that they had available. The following quotation
is from the Nova Scotia Royal Commission on Health Care,

Analysis of bed to population ratios helps to explain the different hospital
expenditure trends. The national ratio of general hospital beds per 100 population
has steadily declined (from 1976 - 1986). In Nova Scotia the ratio increased from
six beds per 1000 population in 1976 to seven beds per 1000 in 1982. By 1986,
bed supply decreased to 6.6 beds per 1000 - a figure more in line with the national
average of 6.7 beds per 1000, but well above the 4.5 acute care beds per 1000
population recommended by the Nova Scotia Council of Health in 1972. A
second factor contributing to differences in hospital expenditure trends is the use
made of hospital beds. Nova Scotia’s occupancy rate of 75 percent for general
hospital beds in 1986 is low compared to the national average of 84 per cent,
although it is in line with those of other Atlantic provinces. This rate suggests a
surplus of general hospital beds in the hospital system and an opportunity for re-
allocating resources to other types of services (The Report of the Nova Scotia
Royal Commission on Health Care: Towards a New Strategy, 1989, p.22).

In 1994 Michael Rachlis and Carol Kushner found that formulas for planning for hospital
beds were getting very lean, “Now the provinces are talking about ‘magic numbers’ for

their bed supply. Ontario is aiming for 3.5 acute-care hospital beds for every 1000
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people. British Columbia has targeted 2.75 beds per 1000 (Rachlis, Kushner, 1994,
p-239). The speed with which permanent staff have been laid-off and hospital beds have
closed has created a severe crisis in the delivery of service in the health care system. This
crisis did not exist a decade ago. The deficit reduction driven health reforms have simply
added a new service crisis without addressing the underlying problems of a system driven
by the medical model.’

The maxim of ‘less is best’ is being applied to publicly funded aspects of the
Canadian health system. The privately funded system is expanding with the limits being
set by what the ‘market can bear.” The dilemma that faces the Canadian health care
system, is how to manage the retreat of the public sector, without opening the whole
system to the market forces that dominate the US system. As we have seen with the
American system, cost savings to the private systern do not result in increased funds for
the public program, or in increased levels of service, but in increase margins of profit.
With no public provision of service, cost savings in one part of the health care system
have great difficulty in being redistributed to another part. As we have seen in Table 1.1
there have been savings to the system, but not much redirection has been possible. For
example, it is not the responsibility of a hospital corporation to care for the needs of
citizens who are not yet patients - so health promotion or public health initiatives are not
seen as fiscal priorities. The link between poverty and illness is not one that can be
addressed by an institution whose mandate is to treat people and get them through the

system as soon as possible.

The methodology currently used by many of the managers with the public health

care system relies on the corporate model. This is having a profound effect in two ways;
e the adoption of corporate ways of doing business;

e the contracting out to private companies, work that traditionally was done by

institutional employees.

* The medical model focus on individual disease entities and presumes to *fix’ these entities in isolation from the
whole biological organism.



The corporate agenda within the public health sector is in the management of services.
The adoption of ‘business principles’ such as “if you can’t measure it, you can’t manage
it” abound throughout the system. Mission statements of institutions are superseded by
the ‘business plan’. Accountability for decisions is fragmented, with more accountability
resting on the shoulders of lower level workers, with none of the corresponding control
being attributed. More and more areas of the public sector must find ways to ‘pay for
themselves’. Cost recovery is an important element of service provision. The lure of
attracting funds from sources outside the single payer public insurance system is a

recurring theme.

An example of this corporate mentality can be found in the Queen Elizabeth I
Health Sciences Centre in Halifax. Nine institutions have been merged into one
organization over the past few years: The Victoria General Hospital, the Camp Hill
Hospital, The Infirmary, The Abby Lane Hospital along with Veterans Memorial, The
Civic Hospital, The Rehab Center and the Cancer Treatment and Research Centre. The
final phase of the consolidation took place in 1997 with the merging of the Infirmary and
the Victoria General. @ With 6000 full time equivalent employees and a payroll of
$230,000,000, this hospital corporation is the largest employer in the province and
represents 38% of the health budget for Nova Scotia. The following is from Mission
Possible, a public document containing information on the QEII's business plan:
The QEII has identified over $47M in strategies that will effectively address our
fiscal challenges, while preserving patient care programs. The price of achieving
improved quality and reduced cost through the previously mentioned strategies
will be felt in both dollars and employment. It is estimated that merge and
operational efficiencies will result in the reduction of 500 positions over a four
year period (1996/97 to 1999/2000). Labour adjustment strategies will include

early retirement, voluntary reductions and the non-filling of vacant positions to
lessen impact on job loss (QEIIL. 1996, p.34).

The bulk of these savings are coming from reducing staff and out-sourcing work. These
are short term measures that do not take into account the role of the health care system to

promote the ‘physical and mental well-being of the residents of Canada,’ to quote from
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the Canada Health Act. The QEII as a major employer“ has responsibilities to the
workforce, to the surrounding community, as well as to the well-being of the total
system. The savings that are incurred from this business plan are being off-loaded onto
other segments of the health and social services system. The off-loaded services will be

picked up by the private companies that are looking to expand their business.

Another example of questionable savings comes from the Nova Scotia
Pharmacare program for seniors. This is managed through the Insured Programs Division
of the Department of Health and is accountable to the Seniors’ Pharmacare Board. Of
the $82 million dollar cost to this program, 38 per cent was contributed by seniors
through premiums and co-payments, to an amount of $31 million. The government
expected that the senior’s share would be fifty per cent. The premiums are $215 per
person, based on a sliding scale for those seniors who receive the Guaranteed Income
Supplement. The co-payment is 20% up to a maximum of $200. In December 1996
approximately 4500 of the province's seniors had not paid their premiums (Mail Star: 12
December 1996). By the middle of December the government declared that registering
with the plan would be optional (Mail Star: 16 December: 1996).

Pharmaceuticals, especially prescription drugs, are an essential part of the health
care system. Access to the appropriate medication is as ‘medically necessary’ as access
to physician or hospital care. However, pharmaceutical drugs have not traditionally been
seen as a part of the overall health system as have hospitals and physicians. They have
developed outside the ‘public good’ part of the system and have been seen primarily as
commodities to be traded at the highest price that the market will bear.

These two traditions, providing health care as part of the ‘public good’ and the
profit making of the pharmaceutical companies have created a situation that has resulted
in prescription drugs being excluded from comprehensive health plans and from health
reform initiatives. A discussion of Pharmacare without an understanding of trends in the

pharmaceutical industry would prove to be frustratingly circular.

* The QEII is the largest employer in Atlantic Canada, with 6,000 workers on staff (QEII, 1996).



Canada and the United States are the only countries in the G-7 that do not have a
national drug plan, although this has been a recommendation of the National Forum on
Health, 1997.

The World Health Organization has urged member countries to develop and
implement National Drug Policies (NDPs) and many countries have attempted to
do so. Countries have addressed the issues in different ways, reflecting different
contexts in each, and several have made substantial progress. However, there are
also growing threats to progress, lost opportunities, and challenges. In many ways,
the environment for progress has deteriorated due to intentional or unintentional
changes in international and regional trade regimes, policies promoted by
multilateral and international institutions, economic recession since the late 1980s
and altered global pharmaceutical trends. The problems that are appearing as a

result of these trends are shared by virtually all countries but are especially acute
in the Third World (Hamrell, Nordberg, 1995, p.6).

Pharmaceutical drugs in Canada are regulated through the Federal Department of
Health, through the Health Protection Brach and through legislation. In Nova Scotia the
provincial drug policies have been geared towards seniors, those receiving a disability
pension and through the Department of Social Services to citizens on social assistance.
The Seniors program is the largest part of the drug policy and accounts for $82 million in
1996/97, about 7% of the provincial health budget. The cost of pharmaceutical drugs for
the total population is estimated at 15% of health care expenditures - the same percentage

for medical services.
There are a number of major issues facing the use of pharmaceutical drugs.
e Costs of over medication or inappropriate usage;
e pharmaceutical poisoning;
e cut backs in hospital coverage of drug costs;
® costs to the uninsured;
e costof Bill C-91.°

Other issues include:

5 Bill C-91 represents the act of the Canadian Parliament for the Patent Protection of Pharmaceuticals.



e the role of the corporate sector in regulating drug prices and drug development;
e the role of pharmaceutical companies in academic centres.

According to many studies, including the recently published Pharmacare Report
(1996), Nova Scotia seniors take more prescription drugs than most other provinces. The
over medication of seniors has been a concern to both advocacy groups and the Nova
Scotia government since the Royal Commission Report, 1989. This over medication adds
significantly to the costs of the system. Besides over medication there are other
problems, such as not receiving the appropriate medication at the appropriate time and the
failure to take the course of medication as directed. The following are two stories that
illustrate the complex role that pharmaceutical drugs play in the medical care system.

The first story concerns an elderly woman of 87 who suffers from arthritis. She is
a very active woman and lives independently most of the year, but lives with her
daughter’s family during the winter months. One day in February 1997, she was
very unwell and was admitted to hospital. The family was concerned as her
condition did not improve, she had been unwell but alert. Now she was confused
and incoherent. One of the factors causing her so much distress was her personal
cleanliness. They requested that the Demerol medication be reduced and phased
out, and that she be able to use a bed pan when necessary. The family was
informed that the woman was senile and an adult diaper was necessary, the
Demerol was necessary as she was causing a ‘disturbance’. The patient in the
other bed in the room, explained that the woman had constantly requested to use
the bed pan and this was a cause of great irritation to the night staff. The family
demanded that the Demerol be discontinued and hired a Licensed Practical Nurse
to be with her at night to be able to ensure that she could use the bed pan. Once
the Demerol was discontinued the woman was again lucid and less anxious
(Family member, personal Communication, March 1997).

The second story concerns three women and the issue of anti-rejection drugs for

transplant patients.

On December 12, 1996. A CBC news report briefly told of a young woman from
the US who had been one of the early, successful recipients of a heart transplant.
Her recovery went very well and she was maintained in good health in part by the
anti-rejection drugs that she took every day. Following her 19" birthday, she no
longer qualified for Medicaid in the US. The anti-rejection drugs cost
approximately $600 per month. By the age of 24 she could no longer afford to
carry the debt accruing from the drug purchases. She stopped taking the rejection
drugs - on December 11, 1996 she died - aged 24 (CBC Radio Morning News;
December 12, 1996).



I told this story to the focus group I held with the Midwifery Coalition and said I thought

this could not happen in Canada. The next two sections of this story come from Canada.

A young woman in Ontario had to have a double lung transplant at the age of 24.
She lives with her mother and as a dependent, she is covered by her parents’ drug
plan. Now at 28, she wants to be married, but she cannot as her husband-to-be
does not have a health plan, and they cannot afford the anti-rejection drugs.
Although her life expectancy is not very long, she cannot afford to be married
(Conversation with woman’s friend, Midwifery Coalition Focus Group, January
1997).

I thought about this and decided to ask a friend who had had a liver transplant about the

coverage for her anti-rejection drugs.
There are two drugs that she needs for her anti-rejection therapy, one is provided
at the Clinic, the second one is covered by her husband’s health plan. She
presumes that the most expensive drug is being covered by the Clinic. The
possibility that these drugs would not be covered was a cause of great concern to
her. “Obviously they’re covering the one that is the most expensive because most
people would be very hard put to pay for it - there are a lot of people out there
who do not have drug plans and may not have plans at all. But is it fair that they
don’t plan to carry this through to the end and supply the drugs until their dying
days, is it fair to give them transplants?” (Interview with transplant recipient
January 1997)

Too much, too little or wrong medications are costing the economy in many ways.
So are the costs of drugs, costs of treatments to combat inappropriate drug usage, lost
productivity due to ill health, and lost productivity for family care providers to care for
those who become ill. Removing cost as a barrier to access to pharmaceutical drugs
cannot happen in a vacuum, but has to be viewed as a tool within an integrated system of

health care service delivery.

Pharmaceutical poisoning is another emerging problem of the health system.
Mary Murray, chair of the Australian Department of Health’s PHARM Committee, in
Development Dialogue, states that similar problems exist in her country:

In Western Australia, between 1981 and 1982, the rate of hospitalization due to
therapeutic poisoning had doubled; the rate for those over 65 had more than
doubled. Each year, an estimated 30,000 people were admitted to hospital due to
medicine-related problems (1995, p.180).



Michael Rachlis and Carol Kushner have found the same pattern in Canada. They
estimate that at least 3 per cent up to a possible 10 per cent of all hospital admissions
among people over fifty are due to drug reactions.
At least 200,000 illnesses among people over sixty-five are due to bad reactions to
drugs that are often not needed . . . In an essay on adverse drug reactions and the
elderly, it was estimated that 30,000 hip fractures in the United States every year

are related to psychotropic drug use. They estimate that the annual direct cost for
medical care alone totals $1 billion(US) (Rachlis, Kushner, 1994, p129).

Nova Scotia’s prescribing practices are amongst the highest in the country. It can be
deduced that with a hospital budget of $560 million we spend between $16.8 and 56
million dollars on care for over-prescribed drugs or complications from drug usage. This
does not take into consideration the cost to the system for the under-prescribing of needed

medications.

Rachlis and Kushner point out that the most under-prescribed drugs are those for
high blood pressure. The Nova Scotia Health Survey 1995, states that of the twenty-two
percent of Nova Scotians with high blood pressure, only a quarter had the condition under
control with appropriate treatment. That could translate into 152,500 Nova Scotians with
untreated or under treated high blood pressure—giving an increased risk to heart disease
and stroke (The Nova Scotia Health Survey 1995).

There are two direct effects of hospital cut backs on the use of prescription drugs.
One involves the early discharge of patients causing the hospital coverage of drugs to be
off-loaded to the individual. This means that the costs are then up either by the private
insurance company or out-of-pocket expenses. The second effect is the lack of coverage
for routine drugs for patients who are entering hospital for treatment, resulting in patients
bring in their own drugs for such chronic conditions as high blood pressure. This
represents a shift of funds from hospital budgets to other budgets, that is to the

Pharmacare program, the private insurer or from out-of-pocket expenses.

The National Forum on Health estimates that forty-four per cent of Canadians
receive some form of coverage though public plans. These people are covered by private

insurance, most often as part of employment benefit packages, but twelve percent of the



population has no coverage and will pay for all their pharmaceutical expenses. The
public share of pharmaceutical coverage has grown over the past 5 years. However, not
all prescription drugs are covered and each province has a variety of ways in which they
list the drugs covered, and many have policies for the utilization of the cheaper
alternative. For example, this trend has resulted in Reference Based Pricing in British

Columbia.b

In most cases the public or private insurance plans have some form of premium or
co-payment. It is worth noting that the premium payments by employers are usually
reserved for full time employees, and these premiums give a tax advantage to the
employer.

The result is that private insurance is correlated with income, not with need. A
survey in 1995 (CROP Council, 1995) found that 75% of Canadians earning more
than $65,000 a year had private insurance, dropping to $68% in the range of $40-
60,000, 42% in the $20-40,000 range and 7% below $20,000. Partly as a result,
per capita out of pocket drug expenses of high income households are on average
lower than those of lower income households, and much lower as a share of

income (Lexchin, 1996 quoted: National Forum on Health, Canada Health Action,
1996 - Paper Directions for Pharmaceutical Policy in Canada, p.4).

According to a study by the Conference board of Canada, sixty-five percent to
seventy-five percent of all claims to private health plans are for the purchase of drugs.
Due to this increase in the usage of these benefits, many private insurance companies are
looking for ways to reduce costs. Being included are such short term measures as cost-
shifting to employees, as well as, long term measures for health education and more
integration with both providers of health care and pharmaceutical companies. These long
term measures are leading to the integration of large insurance companies, health
management organizations and the pharmaceutical companies.” This is the trend in the

United States (MacBride-King, 1995).

¢ Reference Based Pricing is a system under which drugs with different chemical compositions, but which respond to
the same clinical problems can be assigned to a ‘reference-class.’ The lowest cost for each reference class is used as the
base price paid for the prescription.

7 In Nova Scotia there is already some integration of private management of health services. Maritime Medical
Care has the contract with the Department of Health to manage Insured Professional Services. MMC operates
the Blue Cross insurance for the Maritimes, manages the Pharmacare program and will be taking over a large
share of the emergency response capability for the province.
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The simple fact for those who are uninsured is that they do not get the drugs that
they might need. The costs to the system for under utilization have been well
documented. There are many stories of families, especially the working poor, who cannot
fill prescriptions for themselves and their children. They have to make the choice
between food and drugs. The second profound effect of this lack of coverage is the real
fear felt by many recipients of social assistance of giving up welfare to take a minimum
wage job and to lose their right to a Pharmacare card.

Bill C-91 is the Federal legislation that protects the rights of the patents for the
pharmaceutical companies. This legislation enacted in 1992 overturned the policy of
compulsory licensing of drugs, Bill C-22, with a 20 year patent protection for new drugs
from the generic drug companies.

Dr. Stephen Schondelmeyer estimated the cumulative cost of the legislation to be
$3.6 to $7.3 billion in constant dollars by the year 2010. The $3.6B figure takes
into account only the known products on the market when the legislation was
passed. The $7.3B figure takes into account drug products that Dr.
Schondelmeyer assumed would be introduced each year beginning in 1993. This
analysis found that the annual cost of delaying the introduction of products that

were on the market at the end of 1992 will continue to increase beyond the year
2000 (Queen’s Health Policy Research Unit, 1996, p.3).

The Queen’s Health Policy Research Unit, in its study on the impact of Bill C-91,
concluded that if Canada was to return to the patent protection under the old Bill C-228
the health system would save between $6.0 - $9.4 billion. With 10 years protection the
system would save between $4.1 and $6.5 billion. However, the patent protection was
raised to 25 years, as is being requested by the Pharmaceutical Manufactures Association
of Canada, the added cost to the system would be between $3.5 and $6.0 billion. Much
has been written on the effects of this legislation and it is especially topical as 1997 is the
year when there is a review of C-91. The battle is between the name brand
pharmaceutical companies and the generic drug companies. Lost in the shuffle are the
real and legitimate concerns of citizen advocacy groups that see the total commodification

of the medication component of the health system as a threat to the development of an

# Under Bill C-22 the patent protection was seven years.
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integrated system of health care delivery that is consistent with maximizing the health
potential of all Canadians. Bill C-91 has had a profound effect on the development of a
sustainable Pharmacare program and will continue to be a factor for the foreseeable
future.

The ways in which the deficit reduction induced health reform initiatives have
been managed, along with the resistance of the pharmaceutical industry to being governed
by social policy, demonstrates the vulnerability of the health care system in Canada to
private business. This private component is what makes the Canadian health system so
vulnerable to the multilateral trade agreements. The corporate culture is the same, the
managers of the publicly funded hospital corporations speak the same language and share

the same culture as the mangers of the for-profit hospital corporations.

The synergy of the two systems will make them difficult to tell apart. Once it is
difficult to articulate the difference between the US system and the Canadian system, it
will become difficult to defend the Canadian system, a system that rations services on the
basis of ‘need,” as opposed to one that rations on ‘ability to pay.” This is the most

significant difference between the two systems.

In this brief review of the health systems in the United States and Canada, I have
attempted to separate our similarities from our differences. Both systems are dominated
by their payer structures and it is this that constitutes the greatest difference. Both
systems are reliant on private health care providers for the provision of service. There has
been a mix of for-profit and not-for-profit hospitals in the United States and primarily
not-for profit hospitals in Canada. The Canadian system is based on access to services
based on medical need and the US system is based on access to services based on the
ability to pay. Both systems are looking for ways to restrain or ration utilization. The US

model of rationing based on ability to pay is at odds with the universal nature of the



Canadian system. In Canada we must develop methods of rationing that are consistent
with the Canada Health Act and the principles of Medicare.

National governments are responsible for national social programs, which are
traditionally paid for from the general tax system. However, there is a global movement
to limit the scope of national governments, to curb social programs and to promote the
‘rights’ of the individual and or the corporation to maximize profit at any cost. An
understanding of these global movements is essential to understand the external pressures

that are being exerted on the Canadian health care system.

What are the ideological tools of globalization and how do they impact on our health

care delivery system?
Globalization can be defined as the framework within which the trans-national

corporations can function to their fullest potential. It is necessary to understand that there
has been a significant shift from an understanding of the trans-national corporation to an
understanding of the global corporation. The language to describe the trans-national is
limiting to its further development. The word ‘national’ indicates that at a variety of
intersections there are relationships with nation-states. Between the company and the
nation state there are beneficial agreements. The movement to an understanding of a
global economy has the effect of removing the nation-state or national government from
the equation. = Therefore globalization supports the concept that resources will be
managed on a global level by those corporations with the power to control the ownership
of, and access to, resources. These resources include raw materials, production, labour,
distribution and patterns of consumption.
The world is experiencing a watershed economic transformation as great as the
industrial and agricultural revolutions. It is characterized by the transfer of
economic power from nation-states to giant trans-national corporations who
operate outside of national law; the creation of huge trade blocs; and an emerging

global workforce, in which workers everywhere directly compete with one another
(Barlow, Robertson, 1994, p.62).
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The economies of the trans-national corporations are significant in the world
economy. Almost three-quarters of the world’s nations have economies that are smaller
than the leading forty-seven trans-nationals. From the World Investment Report 1993 we
learn that one-third of the world’s private-sector productive assets are controlled by the
trans-national corporations and that 80% of the world’s trade is conducted through the
trans-nationals who control 80% of the world’s cultivated lands for export crops (World
Investment Report 1993). The threat from this globalization of the world’s economy
comes from the lack of political structures that can call these large organizations to
account. They are accountable to no nation-state and relate only to people through their
shareholders. The rights of a shareholder in no way resemble the right of a citizen.

They seek a “world without borders,” a euphemism for a tightly controlled

corporate system in which they do not have to consider the effect of their actions
or decisions on any country (Barlow, Robertson, 1994, p.62).

If Barlow and Robertson are correct and “government regulations that benefit the
citizenry are a direct threat to trans-national growth and independence,” then it benefits
these corporations to encourage any policy decisions that decrease regulations that
restrict production and trade, and increase the private sector control over resources.
Therefore, one of the primary tasks of those acting in the interests of these corporations is
to reduce the size and the influence of national governments. Since the 1980s there has
been tremendous pressure put on all governments in Canada to downsize and privatize a
majority of their functions. As an example of this in the summer of 1996, John Manley,
Canadian Federal Minister for Industry, said to Mike McBain of the Canadian Health
Coalition, “What you are seeing is the greatest demobilization of government since 1945”
(Michael McBain, personal communication, October 1996).

World Trade Organization’s (WTO) Director-General, Renato Ruggiero called on
the international community to work together to promote global integration. In Korea on
15 April 1997 Ruggiero said, “It is our responsibility - governments, international
organizations and the private sector alike - to deal with the reality of globalization in a
cooperative and constructive way. We are confronted with the task of building a new

global architecture. The challenge is not simply to design institutions to manage friction,



but to find ways to harness our collective powers to address broader global problems in a
coherent and constructive way” (available at http://www.wto.org. Posted 15 April, 1997).
This global architecture is built with the tools of the private sector. National institutions
are an anathema in this privatizers’ world.

In 1988 Oliver Letwin wrote Privatising the World, A Study of International

Privatisation in Theory and Practice. This is a simple guide into the world of the

privatization lobby.

The international trend toward privatisation is much easier to describe than to
explain. It cannot be fitted into the traditional picture of policy formation, which
begins with agreed objectives and progresses through options to decisions,
because in this case there is no single authority with a single set of objectives . . .
The proponent of privatisation begins with the supposition that, all other things
being equal, it is likely that the state will not be a good manager of any given
commercial entity . . . The decision to privatise is made by politicians and
administrators, not by businessmen or financiers - it is, in other words, made by
people whose primary concem is with the role of government and the formation of
public policy. One should not, therefore, be surprised that the wish to change the
operation of government is frequently one of the main motives of a privatiser
(Letwin, 1988, pp. 27-29).

Citizenship carries with it a set of rights and responsibilities. A small shareholder
has no rights and no recourse against the large shareholders. In a democracy a citizen has
the right to vote, and state ownership is an essential element in national control of
resources. Why would national governments be willing to give up control of their
resources? There are two answers to this question: one is the corporate ‘carrot’ and the

other is the corporate ‘stick.'

The carrot that the corporate class dangles before the government is an elegant
invention, a simple answer to a government’s complex reality. The rationale takes on
missionary zeal—‘Therefore, privatize your publicly owned resources, production and
services, reduce your workload, reduce taxation and let the ‘invisible hand’ of the market
separate the ‘good’ from the ‘bad’, meanwhile the proceeds from these sales will reduce
your national debt and the voters will be happy.’ Listen to John Redwood, a Member of

Parliament in the Thatcher Government:



The most difficult thing of all about privatisation is that it requires a cultural shift
in government itself . . . It is extremely difficult in any government anywhere in
the world to get something done quickly and well. The first challenge for a
privatization programme is to break that mold. To do that you need to identify a
small team of ministers and civil servants who are dedicated to the process and to
appoint an adviser who will be the ruthless custodian of the timetable (Foreword
in Letwin, 1988, p. xi).
There is a sense that the goals of the nation state and the goals of the trans-national
corporation become one and the same. Renato Ruggiero, WTO Director-General goes
one step further in insisting that the public must be educated to the global reality.
The success of the multilateral system and the increasing globalization of the
world economy make all the more important the need for all countries to maintain
trade openness and firmly resist any domestic pressures aimed at going back to
old practices of protectionism. It has been shown on many occasions that trade
restrictions are not the right answer to domestic problems such as trade deficits.
We must all help the public in all countries understand that measures which may
unduly restrict trade will also restrict their own prospects for employment and
growth, and may also affect the multilateral trading system which has been

fundamental in economic success (Renato Ruggiero, Korea, 15 April 1997,
archived at http://www.wto.org).

The ‘carrot’ trades in illusive promises, but governments who do not listen are reminded
of the stick.

The corporate ‘stick’ is based on intimidation. We can bankrupt your economy,
lower your credit rating, transfer your wealth, close your plants, lay off your citizens, and
if you are really unhelpful we can send in our troops and destroy your land. The
instruments of this intimidation are the international institutions that were set up to add
stability to the global economy: the International Monetary Fund, the World Bank and the
trans-national trading agreements such as the North American Free Trade Agreement
(NAFTA). To date these instruments are used to keep underdeveloped countries under
control, countries like Jamaica under Michael Manley,’ the Cuban boycott and now the
Helms-Burton Agreement, the Falklands war, the Iraq war, Shell imperialism in

Nigeria, the list goes on. In countries like Canada the tactics are more subtle - the

? Under Prime Minister Michael Manley the Jamaican economy was ruined by the bauxite industry and the IMF.
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harmonization of the national economy with the corporate agenda. The following is a

series of quotations from Barlow and Robertson 1994:

Canada is experiencing an unprecedented corporate-led assault on the sense of
collective responsibility upon which the country was founded . . . Increasingly, we
are adopting the American definition of welfare as charity for those unable to
make it in a system that goes largely unquestioned, and moving away from our
traditional view of welfare as a protection for the community as a whole. We are
becoming a harder people, less compassionate about the unemployed, less
responsible to one another (Barlow, Robertson, 1994, pp. 94-97).

The Canadian health system with its network of private providers is vulnerable to
the pressures of the market place, in ways that are more threatening than a system with a
tradition of public provision of services. The Canadian proximity to the United States
coupled with the trends to ‘harmonization’ of trade and investment practices increases
this vulnerability. The following is a discussion of the synergistic relationship between

the private sector and the multinational movement.

The jump from privatization to globalization is a simple matter of arithmetic. The
private sector actor with the most resources can outmaneuver the smaller actor. This is
done through mergers and takeovers, or in the cases of the small operators, left to ‘the
invisible hand’ of the market. In Privatizing the World, Letwin gives nine reasons to
privatize. He sees these as the basis of arguments that any government will use - at

different times and in a differing order.

The effect on the nature of government

The effect on operational efficiency

The effect on fiscal deficits and national debt
The effect on subsidies and distortions

The effect on regulation and deregulation

The attraction of overseas capital

The effect on the domestic capital market

The effect on employee involvement

The effect on the social and political landscapes.

il

© PN

.
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These arguments will also be used by lobby groups to entice a national government to

adopt a pro-privatization policy. Herschel Hardin, in the Privatization Putsch (1988),

explains how the ideological argument works.

o Sell off publicly owned companies to reduce the amount of public money used to
support them - the Invisible Hand of the Market will sort out the winners from the

losers. The large corporations win over the small local or national companies.

e Use the capital from the sale to reduce the national debt. Pay back the international
investment firms and banks.

e Free up industry from the constraints of government to grow in an invigorating
environment of competition and the rules of the free market. Reduce regulations that
support such concepts as safety, efficacy and appropriateness.

The agents of change for the global corporations are the treaty organizations, the
World Trade Organization, the Organization for Economic Community Development, the
International Monetary Fund and the World Bank. The most powerful tools available to
the trans-national corporations are controlled by their allies at the International Monetary
Fund, the World Bank and the World Trade Organization. These organizations are the
equivalent of the United Nations for trans-national integration.

Understanding the impact of trade agreements on the Canadian health care system
is important, because they have changed the economic environment within which national
social systems exist. The critical point is that once the provision for publicly funding a
universal health care system is removed, health care will cease to be ‘in the public
good’lo and will revert to the status of any other service commodity. The ability for a
national government to remove a sector from the private sphere to the public sphere will

be non-existent.

The Canadian social sector is particularly vulnerable through the intersection of three

trade agreements: the Agreement on Internal Trade; The North American Free Trade

'0 The phrase “in the public good’ is a legal term that seeks to define those government programs which are established
for the general well being of the citizens.
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This vulnerability is due to the
Unlike other OECD countries,

Agreement and the Multilateral Investment Agreement.
particular nature of the Canadian health care system.
Canada’s universal health care system is based on a system of public insurance. This is
the single-payer system. The providers of health care services do not form part of the
Traditionally, the health care

institutions, such as hospitals and nursing services have been non-profit private sector

public sector, but are rooted in the private sector.
organizations. Medical care is contracted out to individual physicians on a fee-for-
service basis. The for-profit sector encompasses companies that provide ancillary
services, such as security, nutrition, cleaning, diagnostic testing and materials

management. The most powerful for-profit sector within the medical-industrial complex

in Canada is the pharmaceutical corporations.

Table 1.2

Public-Private Split in Health Care in the G7

Financing and Provision Exclusions in Social Insurance
Canada Financed mainly by taxation. Sanatoria, out of hospital dental care,
Mainly Private providers. non-hospital drugs (some exceptions
for seniors), varying degrees for
prostheses, spectacles, hearing aids,
and treatment in private hospitals
France Financed mainly by social insurance. | Spectacles, dentures and replacement
Mixed public and private providers. | dental treatment.
Germany Financed mainly by social insurance. | Virtually none
Mixed public and private providers
Japan Financed mainly by social insurance. | innoculation, health check-ups, private
Mixed public and private providers | rooms, eyeglasses and health
promotion activities for the elderly
Italy Financed mainly by social insurance. | Virtually none
Mixed public and private providers
United Financed mainly by taxation. Dental care and optical care (except
Kingdom Mainly public providers. low income groups) low cost
pharmaceuticals
United States | Financed mainly by voluntary Medicare (Parts A and B)
insurance. exclude long-term home care, out-
Mainly private providers patient pharmaceuticals, routine eye
care and dental treatment.

Source: adapted from OECD Policy Study No.5 (1994b.p1) and OECD Policy Study No.7 (1995b). Table 17, from
Arthur Siewart, Crossing the Rubicon, 1996




39

The Canadian health services delivery system has far more in common with the system in
the United States than with other G-7 countries. Table 1.2 illustrates these differences.

There are two effects that result from this reliance on the private sector. First, the
reliance on the private sector for provision of health care services is resulting in a clash of
managerial cultures. The rationale for the provision of these services and the stated
outcomes are not the same. The private sector is dominated by large health corporations
that operate within the broader context of the corporate world. The corporate reality is to
streamline production and offer a range of services based on high production, low cost
and uniformity of nature. The culture is unable to accommodate variety and diversity or
to respond to variables that are outside its narrow focus. Second, the corporate world
has become global in focus. The new structures that support globalization are rapidly
consolidating the control mechanisms to ensure trade and investment liberalization and
protection of property rights, both locational and intellectual. These control mechanisms
are based on agreements that require national governments to give equal access to their
markets to any corporation. Protectionist practices based on local requirements or
interests are seen as violations of the agreements and sent to international dispute
resolution bodies for adjudication. The net effect of these agreements will be to
discourage decisions based on local requirements.

There are currently three trade agreements that can have profound effects on the
health care system. Together they create a global culture that will make individual pro-
national social programs very vulnerable to private sector incursions. The agreements are
The Agreement on Internal Trade, the North American Free Trade Agreement, and The
Mutltilateral Investment Agreement.

The Agreement on Internal Trade (AIT) in and of itself is a simple mechanism for
increased free movement of commercial and industrial trade between the Canadian
provinces and territories. This free movement will enable economies of scale to be
developed to increase the efficiency of production, distribution and consumption. Within
the AIT the special provisions for the protection of the social sector would be withdrawn.
That means that non-provincially based companies and interests can compete with

provincially based companies and interests for the provision of services. Within the



Canadian economy the unilateral effect of this agreement would be the increased
centralization of resources, with increased marginalization of opportunity as one moves

further from the centre.

The second agreement that impacts on the Canadian health system is the North
American Free Trade Agreement. The NAFTA seeks to open the markets for increased
commercial, industrial and trade opportunities across North America, including Canada,
the United States and Mexico. The provisions of the NAFTA are such that no national
or sub-national government can discriminate against any company that has the right to do
business within this trading bloc. @~ The NAFTA does have a mechanism to protect
services categorized as ‘for the public purpose.’ These include health, social services and
education. However, there is no definition of the phrase ‘public purpose’ in the
agreement. Without a clear definition any treaty challenge will go to a trilateral dispute
resolution mechanism for adjudication.

[Prof. Bryan Schwartz]'' confirmed that NAFTA is full of gray areas. He
concluded that these gray areas will likely encourage US providers to put political
and economic pressure on Canada to open up large areas of the health care sector.
A clear conflict of interpretation exists between Canada and the US on the
meaning of “a public purpose.” A case is bound to be referred to a dispute-

settling panel. One of the parties will win, and one will lose (Canadian Health
Coalition, 1996b, p.3).

In his legal opinion, Bryan Schwartz outlines the ways in which the international trade
treaties - NAFTA (North American Free Trade Agreement) and GATS (General
Agreement on Trade in Services)'? will limit Canada’s sovereignty over internal decision

making.

To the extent that NAFTA applies to the health sector, it would permit for-profit
US enterprises to enter and operate in Canada. Annex II of NAFTA shields health
care from the full force of NAFTA, but only to the extent that “it is a social
service” that is maintained or provided ““for a public purpose.” Annex II probably
protects physician care that is covered by provincial health plans. But if a
province permits even a few Canadian doctors to operate outside of the publicly-

'' Prof. Bryan Schwartz is a professor of intemational law at the University of Manitoba.

'* The GATS is now operated under the World Trade Organization WTO.
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funded insurance plans, the door may be open for US enterprises to enter in large
numbers and manage clinics on a purely commercial basis. (Schwartz, 1996, p.1)

The AIT opens trade across Canada, and the removal of provincial protection for
the social sector makes this sector vulnerable to a treaty challenge from the NAFTA.
Schwartz explains that under GATS counties must accord ‘national treatment’ to foreign
individuals and companies in the areas that the country chooses to list. Under NAFTA
the national government must provide access under its regulations, unless the sectors are
exempt by ‘reservations.” These ‘best treatment’ clauses are contained in Articles 1202
and 1203 of the NAFTA.

The proposed changes to the AIT could result in a weakening of Canada’s health
and social service reservations made under the NAFTA. This could lead to

immediate demands by American and Mexican interests seeking access to
Canada’s protected health and social service markets (Appleton, 1996, p.2).

The third agreement is the Multilateral Investment Agreement (MIA). This is a
landmark agreement that seeks to re-define the rules and compliance measures for foreign
investment and trade. The vision of both the World Trade Organization and the
Organization for Economic Community Development these two international
organizations is to harmonize the relationships between their organizations and the World
Bank. The need to liberalize trade and investment agreements in order to facilitate the
free movement of capital and trade between borders is seen as essential to the continued
growth of the global economy. This new agreement will change the rules for corporate
ownership and minimize the role of national governments to intervene on behalf of their
own interests. Information on this agreement can be found on the Web sites of both the
WTO and the OECD. This agreement has not generated much public attention. The
following was posted in March by Victor Menotti, on a list server managed by Bob
Olsen.

The treaty would give trans-national corporations expansive new rights and
powers and burden nations with new obligations owed to corporations. It would
require nations to give foreign investors access to all economic sectors. It would
abolish the power of citizens and governments to control the entry, conditions,
behavior, and operations of trans-national companies in their country. This right is

especially vital for developing countries as it would effectively close the
possibility of domestic capacity building . . . The International Forum on
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Globalization, a group of eminent economists and leading social and
environmental activists which met in San Francisco to review the proposed treaty,
calls on governments of the world to reject this treaty and asks concerned citizens
to spread the word about its harmful potential impacts on their communities
(posting on 4 March, 1997 from bobolsen@ARCOS.org ).

This agreement is being managed by the WTO and the OECD and will be signed by their
member countries. This agreement seeks to officially link trade with investment. That
is, the right of a corporation to trade is linked to the rights to invest. This convergence of
multilateral interests in trade and investment requires member national governments to
comply with regulatory mechanisms that remove protectionist barriers for the free
movement of capital and resources. At the same time they protect the property rights of
non-national interests. This agreement has the ability to create the kind of ‘nurturing’
environment that will encourage the rapid globalization of capital and resources. It
removes the ability of national and sub-national governments to make decisions based on
local requirements and requires that the interests and property rights of the non-national

companies have prior rights over those of the local economies.

Through the interplay of these three agreements, it will be increasingly difficult
for national and provincial governments to change the ‘rules of the game’ or to adjust
these trade rules to benefit local requirements. The health care system, that is the
responsibility of the provincial governments, under the umbrella of the Canada Health
Act, will face strong pressures to increase the ‘flexibility’ of their funding mechanism.
These pressures will be held at bay by the interpretation of the phrase ‘for the common
good,’ as long as the single-funding system supports the principles of Medicare. Given
that Canada has no tradition of direct service provision through the public sector, any
such future incursion by the public sector to provide services could be seen to violate

these agreements, sending them to an international forum for settlement.

Bryan Schwartz argues that once foreign providers of health services are
operational in Canada, public health policy becomes compromised. It will be
increasingly difficult to offer programs or services that are provided by the public sector,
and nationalizing any part of the health system will be impossible. NAFTA requires that

any changes that adversely affect the private operators will be compensated by the
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offending government. Barry Applv.etonl3 agrees, “In the attempt to reduce barriers to
trade globally and domestically, Canada may find itself in conflict with its efforts to
maintain its distinctive health service and social service sectors. Canada’s international
agreements give certain rights to foreign bodies operating in Canada. Canada cannot
unilaterally alter these rights. Once foreign bodies are allowed into the Canadian
marketplace, it becomes difficult to place restrictions or control on their
operations”’(Appleton, 1996, p.12). The Canadian health system will be in need of

protection from those corporations who control 80% of the global economy.

Heather Menzies in Who's Brave New World cautions us:

Public governance and regulation are being replaced by market, corporate and
corporatist regulation in everything from communication and information
highway policy to foreign affairs. A joint Senate-House of Commons report on
Canadian Foreign policy began by stating: “Globalization is erasing time and
space, making borders porous and encouraging continental integration. In the
process national sovereignty is being reshaped and the power of national
governments to control events, reduced”’(Menzies, 1994, p.41).

Who won the ‘Cold War’ and why the answer profoundly affects our_health care
delivery system

The question, “Who won the Cold War?” is one of vital importance. Victory and
defeat are concepts that seem to be relatively clear. In a sporting event there are
published rules, adjudication, a defined space and time and recognizable contestants.
Given all these factors we can determine the winners from the losers. In politics, as in
war, none of these factors appear clearly defined. Their definitions come following the
crisis and are written by the perceived ‘winners’. Sometimes the true ‘winners’ are
sidelined and other forces claim the victory. Public health is an example of this; the
medical profession takes full credit for the decline in the mortality and morbidity rates in
developed countries during this century. The reality is that clean water, effective
sanitation, nutritious food and access to a living wage have had and continue to have the

most profound effect on human health.

'3 Mr. Appleton is the Managing Partner of Appleton & Associates International Lawyers.



While access to health care is a valuable privilege, it would appear that other
aspects of the health/socio-economic relationship need to be manipulated in order
to engender desirable improvements in longevity, namely, the social environment
of the poor, lifestyle tendencies, health attitudes and health behaviours. (Bolaria
and Dickinson (Eds.) 1994, Trovato p.52)

According to such diverse authors as the RAND Corporation’s Francis Fukuyama
and Toronto Star columnist Richard Gwyn, the United States easily defeated the Soviet
Union in the Cold War. Who in the United States defeated the Soviet Union, was it
free-enterprise, was it the huge industrial-military complex, was it purity of ideology?

In his book The End of History and The Last Man, Fukuyama triumphantly

announces that capitalism has defeated communism. In Nationalism Without Walls,

Gwyn is less enthusiastic, “The United States while winning the Cold War, crossed the
finishing line badly winded.” John Kenneth Galbraith in The Good Society, sees the end
of the Cold War as the defeat of post colonial imperialism, the super battle of the
superpowers for control of the developing nations:
There was the hope in the Soviet Union and the paranoiac fear in the United
States that the less developed lands of the planet would make Communism, not
capitalism, their approved choice. The extension of superpower influence to the
new and poorer nations was thus seen as the new form of imperialism . .. The

breakup of the Soviet Union, the downfall of Communism and the end of the Cold
War brought this rule of error to an end (Galbraith, 1996, p.127).

Henry Mintzberg, of McGill University, recently wrote in the Harvard Business Review:
Capitalism did not triumph at all, balance did. We in the west have been living in
balanced societies with strong private sectors, strong public sectors and great
strength of the sectors in between . . . The belief that capitalism has triumphed is

now throwing the societies of the West out of balance, especially the United
Kingdom and the United States (Mintzberg, 1996, p.75).

With so many diverse opinions on the issue, I think it is fair to say that outside the
industrial-military complex, there are few who support the idea that the US’s military
might won the war. In fact the end of the Cold War, according to Galbraith, had no effect
at all on the burgeoning budgets of the military establishment, “the end of the Cold War
was an impressive fact; it did not affect the continuing claim of the military establishment

on money and the executive and legislative support that provides it” (Galbraith, 1996,



p-99). The amount of ideological and national energy that has gone into defining the
United States as the world defenders against Communism, may come back to haunt them.
The end of the Cold War may have marked the end of the ideologically expressed
‘nation-state’. According to Thomas Naylor, an economist at Duke University, “Our
nation is no longer manageable. The time has come for both individual states and the
federal government to begin planning the rational downsizing of America” (Quoted in
Gwyn, 1995, p.116). But the potential dissolution of the US is not our main concern at
this time.
Fukuyama claims capitalism downed communism. Mintzberg says that is

preposterous. Galbraith seeks to define capitalism:

Capitalism in its original eighteenth and nineteenth-century design was a cruel

system, which would not have survived the social tension and the revolutionary

attitudes it inspired had these not been a softening, ameliorating response from the

state. In recent times there has everywhere been strident oratory, from those in

personally comfortable economic positions or addressed to those so favoured, that

has regretted and condemned the modern welfare state; those so speaking would
not now be enjoying a pleasant life in its absence. (Galbraith, 1996, p.113)

Fukuyama, in his assertion that capitalism has won, denies the links between the two
following models of statehood, the liberal democratic state and the social welfare state:

A generation or more ago, there would have been a broad consensus, among
social scientists, of a largely one-way causal relationship between poverty and
family breakdown, flowing from the former to the latter. Today people are much
less certain, and few believe that the problems of the contemporary American
family can be fixed simply through the equalization of incomes. It is easy to see
how government policies can encourage the breakdown of families, as when they
subsidize single motherhood; what is less obvious is how government policy can
restore family structure once it has been broken ... A liberal state is ultimately a
limited state, with government activity strictly bounded by a sphere of individual
liberty (Fukuyama, 1995, pp.353-357).

Mintzberg states that balance not capitalism is the true winner. Balance describes the
pluralist democracies that have developed in Western nations during this century. This
balance recognizes the coexistence between the energy of the free m