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NEWS RELEASE

Fiscal Sustainability of Canada’s Health Care System
Must Be Addressed before Crisis Hits

Dismissing the fiscal realities of the current health care system
and the resulting trade-offs threatens medicare, says Janice

MacKinnon.

Montreal – The Institute for Research on Public Policy (IRPP.org) today released a study
by Janice MacKinnon entitled “The Arithmetic of Health Care,” which proposes new ways
to fund health care to sustain and to prevent the system from squeezing out funding from
other government priorities.

MacKinnon, a former finance minister under Roy Romanow’s government, argues that
there is an unsustainable arithmetic to health care whereby “its costs are rising faster than
the revenue of any government in Canada.” But throwing more money at the problem will
not cure the looming crisis.

The author does not support proposals that commit the federal government to a fixed
share of health care costs. This, she says, will lead to a disproportionate share of federal
money being committed to health at the expense of other federal priorities such as
education, poverty, employment, defence and cities.

The study criticizes the “champions of the status quo” for perpetuating a fear of change.
MacKinnon says that preserving the fundamental goals of medicare may very well require
adapting to new circumstances through change. “Too often in politics, what we cherish
most we inadvertently destroy by believing that protecting something means freezing it in
time, when in fact protecting it may require dramatic change,” she says.

MacKinnon maintains that it is inevitable that Canadians will pay more for health care. The
question is how should this be achieved while respecting the Canada Health Act? Her
proposed revenue-raising measure has several characteristics:
1) It would increase as the cost of the health care system increases.
2) To ensure fairness it would be related to income and ability to pay.
3) It would not be charged at the point of service, instead it would be assessed annually

in the form of a health care premium or as part of the income tax system.
4) The amount that individuals pay for health care would be tied to their use of the

system.



The author stresses the principles of co-responsibility and intergenerational equity in
support of the fourth, more contentious characteristic. There have to be incentives within
the system that encourage recipients to take an active role in addressing their health
problems and in understanding the comparative costs of choosing different types of
services. And, she questions why young taxpayers should pay more for health care
services that they do not use as much as older Canadians, when they are already
burdened with paying interest on a debt accumulated for services from which they did not
benefit.

“If we are going to save Canada’s health care system, we will have to change it, and the
sooner we embark on the road to change the smoother the journey will be,” concludes
MacKinnon.

“The Arithmetic of Health Care” is the latest Policy Matters study to be released as part of
IRPP’s Defining the Medicare Basket: Health Care Decision Making in Canada series,
which falls under the Health and Public Policy research program. It is now available on-line
in Adobe (.pdf) format on the Institute’s Web site (www.irpp.org). Please find the summary
attached.

For more information or to request an interview, please contact the IRPP.

To receive IRPP media advisories and news releases via E-mail, please subscribe to the
IRPP E-distribution service by visiting the IRPP Web site (www.irpp.org).

Founded in 1972, the IRPP is an independent, national, nonprofit organization based in
Montreal.
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