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Abstract

The Canada Health Act of 1984 says that the provinces must cover all "medically 

necessary" medical services to be eligible for full federal contributions. However, 

neither the federal government nor any province has operationally defined these 

terms. As a result coverage for certain medical services is uneven across the 

country. There is even greater variation in the coverage of non-medical services 

(eg.. drugs, home care) which are not included in the federal legislation.

Recently several provincial medical associations and their respective provincial 

governments have agreed to define basic covered services and de-insure those 

services not found to be "medically necessary".

However, trying to define so-called basic services and de-insuring the rest entails 

the wrong diagnosis of the health care system' woes and then issues the wrong 

prescription. The process of de-insurance also distracts decision-makers from more

worthwhile policies to reform the health care system.
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Introduction

The Canada Health Act of 1984 outlines the terms and conditions to be met by 

provincial health insurance plans to be eligible for full federal contributions. The 

Act builds upon previous federal health insurance legislation including the 

Hospital Insurance and Diagnostic Services Act (1957) and the Medical Insurance 

Act (1966). All these Acts require the provinces to cover those services which are 

"medically necessary" or "medically required". However, neither the federal 

government nor any province has operationally defined these terms.<1> As a result 

coverage for certain medical services is uneven across the country.<2> For 

example, Ontario presently provides  coverage for invitro fertilization for some 

patients while other provinces  do not cover this service for any.

Recently several provincial medical associations and their respective provincial 

governments have agreed to define basic covered services and de-insure those 

services not found to be "medically necessary". These policy initiatives have been 

partly inspired by the State of Oregon's decision to define basic covered services 

within their Medicaid program.<3> 
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However, trying to define so-called basic services and de-insuring the rest entails 

the wrong diagnosis of the health care system's woes and then issues the wrong 

prescription., Unfortunately this prescription will not heal the health care system's 

problems and it may involve some potentially dangerous side effects. This article 

outlines the problems associated with  diagnosing the health care system's woes 

symptoms as being caused (even partially) by a lack of definition of basic services 

and then critiques the prescription for de-insurance. Finally, a brief overview of 

some of the alternative policy remedies are offered.

What's wrong with the diagnosis that the lack of definition of basic services is 

a major problem with Canada's health care system

The policy recommendation for a definition of basic services implicitly entails two 

faulty diagnoses about the problems besetting Canada's health care system:

1. There are many health care services which  we can no longer afford to 

cover by public health insurance.
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2. There is relatively little problem with the appropriateness of delivery of 

those services which should be covered.

This section will outline the problems with these assumptions.

There are many health care services which  we can no longer afford to cover by 

public health insurance

There are some services which appear to be completely ineffective or frivolous. 

But, the reality is that almost all services are appropriate for some people at some 

times. Even public coverage for tatoo removals could easily be justified in certain 

circumstances. For example, consider a teenager who flees abuse at home, takes to 

the streets, becomes a drug addict, and gets a death's head tatoo on her face. 

Suppose, now in her twenties, she goes through drug rehabilitation and educational

upgrading. After years of pain and now thousands of dollars of publicly-covered 

rehabilitation, she can't get a job because of her disfiguring tatoo. Should not 

Medicare be prepared to pay for the tatoo's removal as part of her overall 

rehabilitation?
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There is relatively little problem with the appropriateness of delivery of those 

services which should be covered. There is little pay-off in this area compared to 

de-listing presently covered benefits.

This assumption is more than slightly faulty. Recent reports on health care have 

consistently noted that inappropriate care is a major problem. To quote from the 

Ontario Health Review Panel (Evans Report) from 1987:

"Evidence of inappropriate care can be found throughout the Province's 

health care system, from inappropriate institutional admissions to overuse of 

medications among the elderly."<4>

Other provinces commissions on health care have come to similar 

conclusions.<5,6> Although it may be relatively simple in retrospect to determine 

that a particular diagnostic test or therapy has not helped an individual patient, an 

inappropriate service should be defined as one which the best scientific evidence 

would indicate in advance would be of no net benefit to the patient   or   one which   

could be predicted to be of benefit but of no more benefit than one which is less 

expensive.
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Using this definition, there is substantial evidence of the provision of inappropriate

services. 

* There are dramatic differences in the rates of delivery of certain services 

between different geographical areas despite the similar health status of the 

populations.<7,8,9,10> Often the best explanation for the differences are the number 

of doctors and the procedures they prefer as opposed to real differences in rates of 

illness or patient preferences for treatment.<11>

* A large proportion of services are labelled as inappropriate when expert 

panels are convened to define standards of care for particular illness episodes. 

<12,13> 

*  Several studies in Canada <14,15> and the United States <16,17>have found 

that the fee-for-service method of remuneration is associated with a 25 to 40 

percent increase in overall health care costs. The most comprehensive such study 

was the Rand Health Insurance Experiment. In one part of this experiment over 

1600 hundred patients were randomly allocated to receive their health care from 
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either the Group Health Cooperative of Puget Sound (a Seattle based, non-fee-for-

service health maintenance organization - HMO) or fee-for-service providers in the

Seattle area. At the end of the experiment there were no overall differences in the 

health of the two groups of patients but there was a very large difference in costs. 

The average costs of the patients attending fee-for-service doctors were 40% 

higher than those for the patients attending the HMO due almost entirely to 40% 

fewer hospital days. <16> However, it should be noted that there were some 

differences in the health of some subgroups (wealthy, sick persons did better with 

the HMO, poor, sick persons did better with fee-for-service) and the persons 

attending the HMO had lower satisfaction with care.<18>

* If consumers are allowed to make informed choices about their care they 

often choose different services than if the options for care are presented in a 

traditional fashion. For example, many of the frail elderly and terminally ill would 

like to chose effective symptom control instead of potentially curative care but 

often don't have this option presented to them. A study in Hamilton demonstrated 

that the use of advanced directives in a home for the aged led to more appropriate, 

less intensive care for he dying with a 50% reduction in hospital use.<19,20>  Some 

research has indicated that  at least part of this inappropriate care might be due to 
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poor communication.<21,22>

* Many medical services could be provided by non-physicians (such as 

nurses) with less cost and, sometimes, improved quality.<23,24,25,26,27> Family 

doctors and emergency departments spend much of their time treating people with 

minor illnesses which they could be taught to manage themselves.<28,29,30>

What's wrong with a prescription for de-insurance?

Not only are there faulty assumptions with the diagnosis that the basic problem is a

lack of definition for basic services, but there are problems with the proposed 

prescription for a "cure". The process is very difficult to conduct scientifically. 

There is little money to be re-couped . And, finally, the process of defining basic 

services and then de-listing distracts policy-makers from more important issues 

affecting the health care system. Paradoxically, if policy-makers did deal with 

some of these issues then there would be less need to consider de-insurance.

It is extraordinarily difficult to establish which services should be covered
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It is extraordinarily difficult to establish which services should be covered as 

opposed to what outcomes should be achieved. The values assigned to various 

outcomes by individual patients or Canadian society at large are much less subject 

to change than the technical processes (i.e. individual services) by which they 

might be achieved. As research progresses and technology changes, a health care 

system which is restricted to paying for certain services will provide coverage to 

increasingly ineffective and inefficient health care.  For example, coronary artery 

bypass surgery is effective at reducing angina in patients with one or two vessel 

disease not involving the left main or proximal left anterior descending coronary 

arteries <31> but it is more dangerous and probably less efficient than intensive 

cardiac rehabilitation <32,33> which is not fully publicly covered. Provincial 

governments could facilitate the development of more effective and efficient 

systems if they identified the desired outcomes from health care instead of simply 

enumerating the specific services they will re-imburse. In the United States a group

of health maintenance organizations and private insurers have formed the HMO 

Quality of Care Consortium which is elaborating standardized outcome indicators 

for health programs.<34>

There is little money to be found by defining basic services and de-listing services 
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which are presently covered

In 1994, the Ontario government and the Ontario Medical Association expended 

considerable effort and expense to identify eight services for de-listing with an 

estimated savings of $10 million for the Ontario Health Insurance Plan.<35> 

Without trivializing a sum of this magnitude, it is worth remembering that it 

represents only about 0.25% of the physicians' budget and less than 0.06% of the 

overall Ontario health budget.<36> On the other hand, Ontario spends 

approximately $200 million on physician payments for colds <37> and this could 

easily be reduced by more self-care and telephone access to a nurse.

Attempting to define basic services distracts policy makers for much more 

important areas of health care reform 

Attempting to define basic services risks distracting decision makers from the 

policies that are necessary to develop a more effective and efficient health care 

system. And, it does so in a fashion which is very socially divisive. Policy makers 

have only a limited amount of time and energy. These precious qualities can easily 

be sapped by the emotionally draining exercise of deciding which Canadians have 
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deserving health problems. 

Perhaps the most devastating blow to constructive policy would be the loss of a 

discussion of the overall health outcomes expected from the publicly funded health

services which could have a major steering effect on the structure and process of 

care and services provided.

Towards a more accurate diagnosis and long term cure

The Ontario Health Review Panel chaired by Dr. John Evans summarized the 

conclusions of many other Canadian reports on health care by saying:

"Current submissions and earlier reports highlight the need to place greater 

emphasis on primary care, to integrate and coordinate services, to achieve a 

community focus for health and to increase the emphasis on health promotion and 

disease prevention."<38>

There are many other methods to improve the efficiency of health services than de-
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insurance. In fact, the best way to decrease the utilization of questionable 

categories of services might be to not tackle the issue directly. For example, if most

physician reimbursement were not on a fee-for-item-of-service basis then there 

would be much less need to focus on coverage of specific services. Another 

promising policy direction, provider friendly, clinical quality assurance programs, 

would dramatically improve health care's quality and focus it on more appropriate 

services.<39> Finally, if the provinces eschewed a discussion on de-listing and de-

insurance then they could engage their citizens in a dialogue on the overall health 

outcomes expected from the publicly funded health services. This policy direction 

could have a major steering effect on the development of more efficient delviery 

models. These kinds of policies are particularly needed at this time because most 

provinces are radically restructuring the administrative framework for health 

services.

Conclusion

The provinces are under pressure to make their health care systems more efficient. 

However, if the provinces feel that they must cut their health care funding (a point 

open to legitimate debate), they could do so in a fashion which does not involve 
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the definition of basic services and the denial of needed care. Various Canadian 

reports of the past decade have highlighted the need to fundamentally re-structure 

the organization and financing of the health care system. These are the policy 

directions which need more attention from decision makers.  Defining basic 

services and de-insurance are the wrong prescription for what ails Canada's health 

care system.
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