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How to Bend the Cost Curve
in Health Care
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Summary

Whatever money is saved through short-term restraint will be lost in panicked
spending down the road. That’s been the lesson of the past 20 years.

The challenge is to bend the cost curve permanently while making the system
perform better. What health value do we achieve for what we spend?
Improving value for money will require governments, organizations and
practitioners to leave their comfort zone of conventional practice.

Résumé

Les sommes épargnées en soins de santé lors de compressions budgétaires

a court terme seront dépensées plus tard dans un vent de panique. C’est la
lecon a retenir des 20 dernieres années.

Le défi consiste a réduire, de maniere permanente, la croissance des
dépenses tout en assurant une meilleure performance du systéme. Quels
résultats produisent nos dépenses en santé ?

Le rendement du systeme ne peut étre amélioré sans que les gouvernements,
les organismes et les intervenants changent leurs facons de faire.

How Much Health Care Money Is Enough?

IMAGINE 1T’s 1997. After four years of unprecedented spending restraint, the health
care system is in disarray. Wait times are long, morale is low, and public confidence
is in the tank. The economy has recovered, and government fiscal circumstances
have turned the corner. It’s time to reinvest in health care. Total annual health care
spending (both public and private) is $70 billion. How much new money will it take

to shorten wait times, update technology, and improve safety and quality?

Let’s start with $10 billion per year — a 14 percent boost. Would that do the trick?
Probably not; that would merely restore spending to where it would have been had
there been no restraint in the mid-1990s. How about $20 billion, or 29 percent? That



Dollars GDP

FIGURE 1. (billions) (percent)
Total health care 160 1
spending, Canada, 140 12

1975-2011"

% of GDP

Source: Canadian Institute for

Health Information (CIHI), Na- 100
tional Health Expenditure Trends,

1975-2011 (Ottawa: CIHI, 2011),

tables B.1.3, B.1.4. 80
' Constant 1997 dollars.

Expenditures

1975 1979 1983 1987 1991 1995 1999 2003 2007 2011

would easily surpass the previous high-water mark. But, just to be sure, and because
health care is so fundamental, let’s up the bidding to $30 billion more annually — a

42 percent increase. That, surely, would be an embarrassment of riches.

But since public health care forms part of our basic identity and Tommy
Douglas is the greatest Canadian ever, let’s go for the gold and double health
care spending, in real terms, by 2011. That would surely give us the Ferrari of

health systems, the best of the best. Could we even spend that much?

We did — we doubled real health care spending in 14 years (figure 1). Behold
the results. Serious access, safety, quality and fairness problems remain. The
spend-to-greatness experiment failed. And now, following the fiscal fallout
from the 2007-08 worldwide financial crisis, governments once again want to
bend the cost curve — down, not up. The new mantras are “value for money,”

“appropriateness” and “waste reduction.”

Good luck to ’em. Costs rise, and health care absorbs all money made available
to it, because the system is designed that way. It will take blood and guts to
redesign it. The good news is that there is nothing inevitable about either the
level or the rate of increase in health care spending.! Bending the cost curve is
technically simple: governments can decide to allocate less money, just as they
did in the mid-1990s. Newfoundland has budgeted a 3 percent decrease in
spending for 2013-14. The combined provincial estimates call for a 2 percent
increase, the smallest since the mid-1990s. Consider the cost curve already
bent. The real challenge is to bend it permanently while making the system
perform better. That condition is unlikely to be met without fundamental

changes in accountability for performance and value.

IRPP Insight, no. 1 | 2



Bending the cost curve
permanently will take
fundamental changes
in accountability for
performance and
value.

Scientific evidence, quality improvement, sound policy, thoughtful incentives,
cultural change and political courage, judiciously applied, are the key
ingredients of a successful transition to a lower-cost future. The real issue

is not how much we spend or even the rate of growth we attain; it is what
health value we achieve for what we spend. The bad news is that there are
few painless and easy-to-implement measures that would significantly and
permanently alter spending growth patterns. That is why governments always
flinch unless and until there is literally no alternative. They do not help their
cause by constantly churning deputy ministers and erasing valuable parts of
their corporate memory.?

Many argue that health care spending trajectories are inherently unsustainable,?
and that effective restraint would be difficult because of an aging population.
On the latter contention, the research is clear: population aging occurs

slowly, and on its own it drives spending increases only to the tune of about

1 percent per year.* We would reformulate the former contention because
there is no objective definition of “sustainability,” and there are irreconcilable
disagreements about whether governments have a revenue problem or an
expenditure problem (or both). Our concern about health care spending is that
at the margins it delivers poor value for money. Ineffective spending therefore
constitutes a major opportunity cost for governments and for society as a
whole. Only when we develop policies and practices that ensure we spend
health dollars well will we be able to have a more thoughtful conversation

about whether we spend enough.

Four main factors drive health care spending: the system’s architecture; culture,
both within health care and throughout society; health human resource policies

and practices; and prices.

The System Is Designed to Increase Costs

PAUL BATALDEN FAMOUSLY DECLARED THAT “every system is perfectly designed

to get the results it gets.” Our financing arrangements and delivery systems

are designed to drive up costs. Under fee-for-service (FFS) reimbursement,
physician incomes rise with volume of services delivered. Each additional
doctor-patient encounter increases the likelihood of more diagnostic tests,
referrals or procedures. By contrast, provider restraint reduces provider
incomes. Moreover, Canadian FFS agreements create incentives to treat
problems in isolation rather than as a whole. The all-encompassing fee code for

“partial examinations” pays the same amount for a three-minute visit to obtain
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Medicine remains

for the most part a
cottage industry of
small businesses in
which neither payers
(governments) nor
providers adequately
scrutinize quality,
health outcomes or
resource-consumption
patterns.

a prescription renewal as it does for an hour-long consultation to address a frail

elderly patient’s multiple complaints.

Similar logic pervades the entire system. Health care equates productivity with
service volumes, not health outcomes. Individuals and organizations get paid
regardless of whether the services they deliver are appropriate or inappropriate,
high quality or mediocre. In the US Medicare system for the elderly, per capita
spending is three times higher in some regions than in others, with no difference
in outcomes or patient satisfaction. Elliott Fisher and colleagues at Dartmouth
College have demonstrated that most of this variation is explained by supply
(the number of doctors and hospital beds) and by practice preferences that
depart from the best available scientific evidence.® Canada has barely begun to
discuss appropriateness, and it rarely acts on persuasive evidence that excess
utilization is not simply useless but often harmful. A recent study estimated
that at current rates of CT scanning, 15,000 Americans will die annually from
exposure to radiation.” Canadian research has carefully documented overuse of

surveillance imaging following breast cancer.®

An unjustifiable variation in intervention rates is an important sign of a quality
problem. Yet there is little curiosity in Canada about why rates vary so widely,
the consequences of the variation and which rate is more consistent with better
outcomes. Physicians frequently claim that patient demand and preferences
drive differences in rates. This is a convenient untruth; patients tend to do what

their doctors urge them to do.’

There is almost no active management of clinical practice in Canada. Clinical
autonomy is more strongly rooted here than in most other developed countries.
Integrated US systems widely described as high performers — Group Health
Cooperative in Washington State, Intermountain Healthcare in Utah, Kaiser
Permanente — measure, monitor and manage clinical care as core operating
imperatives. Like all quality-oriented organizations, they standardize work
wherever possible and have automated information systems to inform
trajectories of care. They identify outlier practices and support doctors and
facilities to improve their performance. Despite some promising innovations
across Canada, medicine remains for the most part a cottage industry of small
businesses in which neither payers (governments) nor providers adequately
scrutinize quality, health outcomes or resource-consumption patterns. And still

governments wonder why it’s hard to contain costs.

Teachers have to take jobs where the students are, but doctors can pretty much

practise wherever they like, regardless of need. Underserviced geographic
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One might approach
the problem of high-
cost drugs differently
— governments could
track and report
what happens to the
patients who receive
them.

areas are a perpetual source of angst for the public and for policy-makers. The
conversation conveniently ignores overserviced areas and misses the irony that
the failure to deal with that problem exacerbates shortages elsewhere. Physicians
cluster in attractive urban areas with healthy populations and overlook pressing
needs both within and outside our cities. Interestingly, it appears that the
percentage of the population that reports not having a regular family doctor is
not related to the doctor-to-population ratio.'® The BC Supreme Court struck
down the government’s plan to pay physicians in overserviced areas a reduced
percentage of the fee code on Charter of Rights grounds. By contrast, the New
Brunswick Court of Appeal upheld a regional health authority’s right to limit the
number of physician slots in various specialties. Quebec has found a way through

regional medical staffing plans to limit practice locations for many years.!!

This competing jurisprudence suggests that whether governments can mandate
a reasonable geographic distribution of doctors remains an open legal question.
No case of this type has yet been referred to or adjudicated by the Supreme
Court of Canada. There are 84 percent more seats in medical schools than in
1997. Unless the tsunami of new graduates spreads out from the metropolitan

areas, we will face a major surge in supply-induced demand.

The public has been thoroughly co-opted in the battle against prudence and
restraint, especially when it comes to pharmaceuticals. To a greater extent than
anywhere else in the system, provincial drug formularies make transparent
recommendations based on sound effectiveness and cost-effectiveness assessments.
Very expensive treatments that will yield at best a few weeks or months of low-
quality life rarely make the cut. Most formularies initially rejected public funding
for beta interferon for multiple sclerosis (MS) patients on cost-effectiveness
grounds, yet every government reversed course in response to intense lobbying.

A recent review in British Columbia showed that among patients with relapsing-
remitting MS, the drug had no effect on the progression of their disease.!> Such
capitulations inspire other well-organized (and sometimes industry-funded)
interest groups to pressure governments to pay enormous sums for long-shot
therapies that pass no rational test of cost-effectiveness. Politicians who rue this
emotional blackmail when in government become ardent practitioners of the dark
art when in opposition. One could argue that such generosity is a fitting response
to the will of the people — except that the people also want lower taxes, lower
tuition fees and better roads. Or one might approach the problem differently: in
the case of high-cost drugs, governments could, at a minimum, track and report
what happens to the patients who receive them. (The results would sometimes
support reconsideration of coverage.) We’re just getting started, and Canada could

pursue these measures far more vigorously.'3
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Successful commercial enterprises are obsessed by the search for the lowest-
cost option for achieving the desired result. In health care, funding policies

and budgeting systems are designed to promote and entrench higher-cost
service delivery and treatment options. When a frail elderly person walks into
an emergency room with an impending heart attack, the system is instantly
primed to spend tens of thousands of dollars for tests, surgery and a hospital
stay. However, that is often the same person who languished at home, mildly
depressed, isolated, physically inactive and malnourished — someone for whom
the system refused to spend a few hundred dollars a month on home care to
prevent the catastrophe that ended up in the emergency room and the operating
room. These types of problems have been identified for decades, yet to our
knowledge, no jurisdiction has organized its budget envelope to create a natural

incentive to seek the most cost-effective option.

The Culture Makes Us All Patients

IN THE PREVAILING ZEITGEIST, just because you feel fine doesn’t mean you’re well.
More and more conditions have become medicalized, which creates more and
more grist for the health care mill. If you’re not diagnosed, it’s because you
haven’t looked hard enough. Recent examples include erectile dysfunction,
depression (at the same time promoted in media ads encouraging people to buy
over-the-counter antidepressants and underdiagnosed in populations such as
the elderly), autism-spectrum disorder, attention-deficit disorder, prediabetes,
osteoporosis and other manifestations of human imperfection. “Fully normal”
has become an exotic and rare nondiagnosis. Not coincidentally, the remedy
for the expanded diagnoses is more often than not a drug. There is a great deal
of money to be made by pathologizing new territory,'* and there is significant
overdiagnosis associated with tests like mammography and prostate cancer
screening.”” The emergence of new diseases or pseudodiseases without the
prospect of a cure will chiefly serve to produce more anxiety — a phenomenon

certain to multiply with each new form of predictive genetic testing.

For this we can thank the twentieth century, which transformed health care
from a largely ineffective, unscientific and palliative enterprise to a highly
specialized juggernaut with infinitely more capacity to diagnose, cure and
enhance. Our culture privileges technology-intensive expertise and procedures
over more traditional forms of care. Procedural specialists (orthopaedic
surgeons, ophthalmologists) earn more than cognitive specialists (geriatricians,
psychiatrists). Many clinicians have lost the arts of listening, touching and

observing. Primary care physicians defer to lab tests, imaging and specialists
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There must be a
willingness to leave
the comfort zone

of conventional
practice at all levels
— governmental,
organizational and
front-line practice.

to make a diagnosis. They have lost their clinical confidence because they
have been socialized to believe that the “real work” of the system gets done
by specialists and machines. If you install it, they will come. The result is an

avalanche of dubious use. To cite a few examples:

*  There is no clinical reason for multiple (or even any) ultrasounds in low-
risk pregnancies, yet multiple ultrasounds are de rigueur.

*=  Where surgical interventions are questionable according to high-quality
clinical trial evidence — most knee arthroscopies, many back surgeries —
practice patterns are rarely examined, let alone questioned, and there is
little reporting of outcomes. The Canadian Association of Radiologists has
questioned the benefit of the exploding use of diagnostic imaging.

= It is possible to detect prostate cancer in large percentages of late-middle-
aged men, but it is not possible to determine which cellular irregularities
are likely to be lethal. The same is true of at least a significant proportion
of ductal carcinoma in situ in breast tissue.

= There are genetic tests for an increasing array of susceptibilities to heritable
diseases. Where there is no capacity to translate the knowledge into either

therapy or informed decision-making, the main outcome may be anxiety.'®

Workforce Gridlock, Fallow Talent

PREVAILING HEALTH HUMAN RESOURCES (HHR) POLICIES AND PRACTICES in Canada
thwart innovation and increase costs. The incentives under which health
professionals work strongly influence the organization, delivery and cost of

services, and they are among the most resistant to change.

Historically, professional identity has been intimately identified with scope of
practice. Professions’ tendency to claim exclusive domain over specific activities
has persisted despite legislation that in theory makes competency rather than
identity the basis for determining what one is able to do. It takes a long time to
make even modest changes in scope. The results are stalled careers, needlessly

long and expensive retooling, and high service costs.

Similarly, there has been an explosion of credential increases during the past
20 years. The most far-reaching has been the requirement for new registered
nurses to have baccalaureate degrees. More recently, the fields of occupational
and physical therapy have all but completed the transition to a master’s-level
degree entry requirement. Pharmacy is moving toward having the PharmD

as its entry credential. Enhanced credentials require extra time to produce
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Bending the needs
curve is the best way
to bend the cost curve.

graduates, and they create barriers to entry for lower-income groups. Perhaps
even more worrisome, they may further fragment the system as students spend
more time in parallel educational streams and graduate-level training programs
that promote distinct theories of health. When training programs lengthen and
become more expensive to operate, there is at least a temporary drop in the
number of graduates they produce, which exacerbates labour shortages and
drives up wages. It is hardly a coincidence that the interprovincial bidding wars
that dramatically pushed up nurses’ pay followed soon after the transition was

made to requiring that entrants to the profession be degree holders.

Diverse forms of payment also get in the way of progress. The FFS system
encourages short primary care visits and quick referrals of more time-consuming
cases to specialists. Efficiently performed routine work is more lucrative than
complex problem solving, and this drives specialists to work at the lower end

of their capabilities. They may chafe at dealing with problems that should have
been addressed in primary care, but this avoidable busywork is a source of easy
money. The most lucrative physician-owned private clinics focus on routine,
low-risk day surgery procedures (such as cataract surgery and simple orthopaedic
procedures) and technology-intensive diagnostics. Paying doctors for discrete acts
that they personally perform discourages them from delegating practice terrain to
competent colleagues, such as advanced practice nurses. Sometimes the victims of
turf-protecting behaviour become the perpetrators: registered nursing regulatory

bodies have battled to restrict the scope of work of licensed practical nurses.

Many HHR standards and policies became entrenched before the health sector
achieved greater insight into the factors that promote quality improvement. The
system is left with a legacy of mandated requirements that increase costs but
produce few, if any, benefits. Examples include regulations requiring a specific
number of nursing hours per resident, and fixed ratios of personnel. Mandatory
staffing levels appear to be a blunt instrument for ensuring quality.!” When they
become part of collective agreements, legislation and accreditation standards,
they are nearly impossible to jettison, even when obsolete. Contemporary
quality improvement theory and practice emphasize the processes of care and

no longer put much stock in inflexible standards.

The Price Is (Not) Right

HEALTH CARE 1s FAMOUS for contradicting the normal economic laws of
innovation. Computers, bicycles and smart phones get cheaper as they get

better. Health care technology gets marginally better and vastly more expensive.
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Most new drugs are no better than old ones, yet they always cost much more.
The next generation of scanners will certainly produce better pictures, and they
will cost a great deal. But will they produce better health outcomes, and does
that, in the end, matter to the clinicians who requisition them or the charitable

foundations, health care organizations and governments that buy them?

Costs are price times quantity. Reducing either will alleviate pressure on total
costs, and reducing both will compound the benefit. Canadian health policy has
rarely addressed price, and as a result, Canada’s health care system fares poorly
in international comparisons of value for money. For example, our generic drug
prices have been extremely high by world standards. Ontario cut them in half
by law in 2010. Despite the wailing of pharmacists and manufacturers, the sky
did not fall, and neither had to close shop. This long-overdue move spawned
imitations across the country, which, over time, will save billions of dollars. The
Council of the Federation agreed in 2013 to set the price paid for six widely
used generics at just 18 percent of the brand-name price. Cataract surgery

used to be a lengthy procedure that involved an in-patient stay. Today it is a
15-minute day surgery procedure. Yet the price has dropped only moderately,
and ophthalmologists who restrict their practice to this routine, low-risk, simple
operation often bill over a million dollars a year. Their colleagues who deal
with complex eye disorders bill a third or a half of that. The income staple of
gastroenterologists is threading scopes through various orifices. Well-trained
nurses do this work in the US and the UK, reducing the cost. Proposals to

replicate these successes in Canada are at least a decade old.3

Ten Strategies for Bending the Cost Curve

MANY FACTORS CONSPIRE to drive health care costs up. It will take nothing less than a
sustained, carefully designed, multipronged strategy to avoid reliving the experience
of the past 20 years. Many elements need to change: culture, incentives, education,
structures, relationships, accountability, transparency. The first step has to be a
shared commitment to improving value for money based on recognition that the
system just isn’t good enough. There must be a similar willingness to leave the
comfort zone of conventional practice at all levels — governmental, organizational
and front-line practice. Some important changes should yield tangible benefits in

a relatively short time; others will take much longer. There is no sure fire blueprint
for success, and there will be surges and setbacks along the way. While we may not
know exactly what has to come, we do know what has to go. Some structures have
to be bulldozed and some ground has to be decontaminated if we are to build a

better future. Here are some essential steps.
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In Canada, we talk as
if we’re mad as hell
and not going to take
it anymore, but our
revolutionary zeal is
easily deflated.

First, and most important, we must acknowledge that bending the needs curve
is the best way to bend the cost curve. Every structure and incentive should

be aimed at preventing or postponing avoidable health breakdown. Most of
the preventable burden of disease results from social and economic conditions
that are beyond the purview of health care to change. Therefore, the focus

of health care should be on secondary prevention — preventing conditions
from getting worse. The system does a woeful job of managing the chronic
conditions that account for up to two-thirds of all spending. It puts the elderly
at risk of debilitating and costly health breakdown by denying them help until
a crisis occurs. Canadian medicare has effectively deinsured home support and
community rehabilitation. Deferring maintenance costs exacts an enormous

and partly avoidable subsequent cost.

Second, the collective agreements between governments and medical associations
must be rebuilt. The new agreements must underscore the principle that
physicians are full partners in the systems where they work, with a reasonable
balance between entitlements and obligations. A public system must have the
right to mandate a reasonable distribution of physicians both geographically

and in alignment with the needs of the population. Compensation schemes

must be simplified and must definitively abandon the assumption that activity
equals productivity. This means the end of conventional FFS. Accountability

for doing things must be replaced with accountability for achieving desired
outcomes. It should be a professional obligation to participate in quality-
improvement activities, to address variations in practice and to play an important
role in resource stewardship. In return, physicians should have good working
conditions, ample opportunities for career development and health information
systems that help them improve practice. (This point is developed more fully in
the June 2013 issue of Policy Options.)

Third, governments and professional regulatory bodies must embrace a

new approach that breaks down artificial barriers to career mobility and
competency-based scope of practice. Existing regulatory practices focus
heavily on beginning-of-career credentials and often link competencies to
specific professions. There is little point in encouraging lifelong learning

and the acquisition of new skills if the regulatory framework is unable to
allow practitioners to stretch their capabilities in continuously changing
circumstances. If the goal is to maximize the contribution of all occupations
and to encourage individuals to expand their competencies throughout their
careers, then law and regulation will have to adapt. It may even be necessary to
revisit the sacred construct of the self-regulating profession, given the difficulty

of reconciling professional self-interest with the public interest.
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The irony is that the
absence of full public
disclosure of what
insiders know to be the
system’s deficiencies
undermines the case
for widespread and
rapid reform.

Fourth, if we expect health care providers to work in interdependent teams,
health science education and apprenticeship will have to make teamwork a core
part of the curriculum and a core competency for licensure. For decades, health
science education programs have been becoming more specialized and distinct,
compartmentalizing health breakdown on the assumption that patients are
mechanisms whose health can be maintained by attending to malfunctions in
individual parts. Patient-centred care demands carefully orchestrated care plans
that are internally coherent and mutually reinforcing. A fragmented group of
largely autonomous providers cannot effectively or efficiently meet the needs of
patients with multiple chronic conditions and mental health problems. These
needs make up the majority of health care business and should drive the way in

which health science education is conceived and delivered.

Canada must follow the lead of the UK, Australia and a number of continental
European countries and make comprehensive primary health care the backbone
of the system. This means polyclinics with a wide array of personnel, capable of
repatriating a considerable amount of care from often scarce and overworked
specialists. The family doctor of the future should be part geriatrician, part
chronic disease expert, part mental health coach and an excellent team player.
Behavioural psychology should be a core discipline because improvement
requires both providers and patients to change. If this transformation fails, all

bets are off.

A recent evaluation of various models of care in Ontario!” showed that
community health centres with salaried physicians working in teams tend

to look after more disadvantaged populations with complex needs than
traditional, cottage-industry FFS practices. Costs, complexity and the potential
for adverse events increase when patients bounce from specialist to specialist,
each of whom may prescribe therapies in isolation. The assumption that
specialty care is superior to primary care must be laid aside. Compensation

signals matter; in Denmark, family doctors earn more than specialists.?

Front-line care must not only be better, it must also be more convenient and
responsive. Modern communications tools (e-mail, telephone, telehealth,
interactive software) are often as effective as in-person visits. FFS payment
systems are a major barrier, but so is prevailing culture. A family doctor

at Seattle’s renowned Group Health Cooperative works 40 hours a week
and has a roster of 1,800 patients, several hundred more than a typically
beleaguered Canadian counterpart. Working in teams, doctors schedule only
14 patient visits per day; these appointments are reserved for patients with

complex problems that need time to sort out. Others are dealt with promptly
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The first step has to be
a shared commitment
to improving value

for money based on
recognition that the
system just isn’t good
enough.

by phone or e-mail, often by a nonphysician. Through the widespread use of
electronic health records and telephone communication, Kaiser Permanente
decreased primary care office visits by 26.2 percent and specialist visits by 21.5
percent.?! Such efficiency is merely common sense, but that is the rarest of all

commodities in health care organization and finance.

Fifth, we must root out useless, burdensome and harmful service use. This requires
a series of policy initiatives and practice reforms. The world’s best systems ask

not just whether something can be done, but whether it should be done. They get
to the heart of why intervention rates inexplicably vary, and they clamp down

on ineffective diagnostic or therapeutic procedures. All financial incentives that
reward both individuals and organizations for inappropriate and unnecessary

care should be eliminated. Organizations that prevent health breakdown should
be rewarded more handsomely than those that unleash the medical juggernaut to
address avoidable failures. It is preposterous to pay physicians more for scheduling
multiple appointments to deal with a patient’s needs than for addressing them

all at once. Likewise, turn off the tap that excessively rewards the routine use

of expensive diagnostic technologies that have a low probability of changing

diagnosis, management or outcome.

Sixth, it must be made a core obligation of organizations and individuals to
address variation in practice and its cousin, appropriateness of care. Unjustified
variation in either the rates of care or the approaches to care of patients

with identical problems bespeaks a quality problem. Not all medical work

can be standardized, but much of it can, and variation can almost always be
narrowed, if not eliminated. The conventional health care discourse in Canada
continues to use the language of scarcity. American specialty societies have
listed over 100 commonly overused tests and procedures under the rubric of the
Choosing Wisely campaign.?> While some people do not have access to required
care, there is growing recognition that, at times, providers are too quick to
intervene. These issues have been raised from time to time in Canada for 30
years, but there has been no sustained effort to deal with them. As Canada’s
physician population continues to grow faster than the general population, the
impetus to do more will accelerate, compromising not only cost containment

but also prudent and effective care and patient self-management.

Seventh, governments must think very carefully and strategically about incentives
for both individuals and organizations. In recent years, a number of provinces
have adopted activity-based funding for hospitals and pay for performance for
individuals. Both have tended to be based on the achievement of either volume

targets (for example, the number of hips replaced) or adherence to processes (for
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example, the proportion of diabetic patients receiving specific tests), repeating the
error of equating activity with productivity. Until we have a full understanding of
variation and appropriateness, and unless there is a method for rewarding — or

at least not penalizing — the avoidance of dubious or decidedly unnecessary tests
and procedures, the new incentives will drive costs higher. One of the great policy
failures of the past two decades has been that governments have sent mixed signals
on this issue. They have encouraged doctors to abandon FFES but often judge

those who are paid by other means by whether their activity levels mimic those of
their FFS counterparts. They have encouraged hospitals to be more efficient but
penalized them for successful secondary prevention that reduces the demand for
more procedures. They have retreated from funding health regions on the basis

of population characteristics and needs, funding them instead for workload. Of
course, governments should expect health care providers to be efficient and to
meet legitimate and addressable health care needs fully and well. But they must
recognize that eliminating low-value consultations and interventions, employing a
conservative management approach to many conditions and encouraging patients to

be self-reliant are crucial elements of good performance and financial efficiency.

Eighth, we must seize every opportunity to lower prices. If it does nothing else, a
single-payer system should at least be a smart purchaser. The recent forays into
pan-Canadian bulk drug buying should be expanded rapidly. We should link health
technology assessment more explicitly to decisions on what to buy and at what
price; cease funding drugs, devices and treatments demonstrated to be a waste

of money; and follow New Zealand’s lead and bargain for prices that reflect the
drugs’ therapeutic benefit. If Ottawa were especially brave, it would rewrite the
rules on the tax deductibility of the enormous expenses involved in pharmaceutical

marketing.

Ninth, some fairly straightforward structural reforms should be made to create
an incentive to seek the most cost-effective care patterns. Budgets could be
combined into care bundles to create more natural incentives to substitute less-
expensive for more-expensive venues and types of care: for example, hospital
and postacute home care; nursing home and home care; primary care and basic
diagnostics and drugs. The Lean approach and other methods of streamlining
health care processes and eliminating unproductive activity could be pursued.

Patient-based rather than volume-based payment methods could be expanded.

Finally, and as important as all of the others, a new and open conversation
with the public must be established. That conversation begins with truth telling.
Compared with other countries, Canada has a woefully underdeveloped health

information culture. Citizens have little access to health information that would
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help them make more informed decisions about whether and where to undergo
treatment, or about the quality and value of the system. When organizations
such as the Canadian Institute for Health Information publish even the most
innocuous comparative, high-level performance data, the poor performers will
often try to explain away their failures, and on occasion provinces threaten to
withhold data or cease to participate in future studies. It is virtually impossible
for Canadians to obtain information such as a surgeon’s complication or
mortality rate, or a hospital ward’s readmission rate — information that is

published in newspapers in many American cities.

The irony is that the absence of full public disclosure of what insiders know to be
the system’s deficiencies undermines the case for widespread and rapid reform.

The public remains fixated on access problems and is largely oblivious to the

issues of variation, overuse, poor outcomes and waste. Ultimately, there can be no
transformation unless the public considers it necessary and legitimate. Without full
and sustained public reporting on the quality, fairness and efficiency of the system
and its components, the status quo will prevail over attempts to bend the cost curve,
take on the guilds, insist on real accountability or reinvent the workforce. When the
massive US Veterans Health Administration reached its nadir — ruthlessly portrayed
in the movie Born on the Fourth of July — it changed on a dime. Within four years,
it closed 55 percent of its hospital beds, opened over 300 new primary care clinics
and improved its preventive health performance across the board. In Canada, we
talk as if we’re mad as hell and not going to take it anymore, but our revolutionary
zeal is easily deflated. The system does just enough in small increments to quell a
sustained uprising. Our expectations are modest, and we are grateful when they are
met at great cost. Only a deeper and more forthright commitment to truth telling
can free us from complacency and give us the courage to act decisively to make the

changes long called for and seldom acted upon.

Timid policies, exhortation, gentle measures and avoidance of difficult
conversations will fail to bend the cost curve or achieve both widespread
efficiency and quality improvement simultaneously. Doing what we have
always done will guarantee that whatever is saved through short-term restraint
will be more than given up in the form of panicked spending down the road.
That’s been the lesson of the past 20 years. Unless there is the vision, will and
creativity to do things differently, we will be destined to repeat our recent

mistakes.

IRPP Insight, no. 1 | 14



Notes

1.

10.

11.

These points have been reinforced most recently by D. Drummond, Therapy or Surgery:
A Prescription for Canada’s Health System, C.D. Howe Institute Benefactors Lecture,
2011 (Toronto: C.D. Howe Institute, November 17, 2011); and by W. Falk, M.
Mendelsohn, and J. Hjartason, Fiscal Sustainability and the Transformation of Canada’s
Health Care System: A Shifting Gears Report (Toronto: Mowat Centre; School of Public
Policy and Governance, University of Toronto, 2011).

A. Coté and A. Holland, Is Deputy “Churn” Myth or Reality? (Ottawa: Public Policy
Forum, November 2007), http://www.ppforum.ca/sites/default/files/dm_churn_reportfn.pdf.
See, for example, Drummond, Therapy; Falk, Mendelsohn, and Hjartason, Fiscal
Sustainability.

G. Payne, A. Laporte, R. Deber and P.C. Coyte, “Counting Backward to Health Care’s Future:
Using Time-to-Death Modeling to Identify Changes in End-of-Life Morbidity and the Impact
of Aging on Health Care Expenditures,” Milbank Quarterly 85, no. 2 (2007): 213-57.
Mclnnis D., “What System?” Dartmouth Medicine, Summer 2006, 28-35,
http://dartmed.dartmouth.edu/summer06/pdf/what_system.pdf.

E.S. Fisher and J.E. Wennberg, “Health Care Quality, Geographic Variations, and the
Challenge of Supply-Sensitive Care,” Perspectives in Biology and Medicine 46, no. 1
(2003): 69-79; J.E. Wennberg, E.S. Fisher, and ].S. Skinner, “Geography and the Debate
over Medicare Reform,” supplemental Web exclusive, Health Affairs (Millwood), July-
December 2002, W96-114.

A. Berrington de Gonzdlez, M. Mahesh, K.P. Kim, M. Bhargavan, R. Lewis, E. Mettler,
and C. Land, “Projected Cancer Risks from Computed Tomographic Scans Performed in
the United States in 2007,” Archives of Internal Medicine 169, no. 22 (2009): 2071-7.

E. Grunfeld, D.C. Hodgson, M.E. Del Giudice, and R. Moineddin, “Population-

Based Longitudinal Study of Follow-up Care for Breast Cancer Survivors,” Journal of
Oncology Practice 6, no. 4 (2010): 174-81.

D.L. Anthony, M.B. Herndon, P.M. Gallagher, A.E. Barnato, J.P.W. Bynum, D.].
Gottlieb, E.S. Fisher, and J.S. Skinner, “How Much Do Patients’ Preferences Contribute
to Resource Use?” Health Affairs (Millwood) 28, no. 3 (2009): 864-73.

Public Health Agency of Canada, “Patterns of Health Services Utilization in Rural
Canada,” supplement, Chronic Diseases and Injuries in Canada 31, no. 1 (2011),
http://www.phac-aspc.gc.ca/publicat/cdic-mcbce/31-1-supp/ar_03-eng.php.

Santé et services sociaux Québec, Entente particuliere relative au respect des PREM
(Quebec City: Government of Quebec, 2013), http://www.msss.gouv.qc.ca/sujets/

organisation/medecine/prem/index.php?entente_particuliere.

12. A. Shirani, Y. Zhao, M. Karim, C. Evans, E. Kingwell, M. van der Kop, J. Oger,

13.

P. Gustafson, J. Petkau, and H. Tremlett, “Association between Use of Interferon Beta
and Progression of Disability in Patients with Relapsing-Remitting Multiple Sclerosis,”
Journal of the American Medical Association, 308, no. 3 (2012): 247-56.

R. Goeree, ].M. Bowen, G. Blackhouse, C. Lazzam, E. Cohen, M. Chiu, R. Hopkins,
J.E. Tarride, and J.V. Tu, “Economic Evaluation of Drug-Eluting Stents Compared

to Bare Metal Stents Using a Large Prospective Study in Ontario,” International
Journal of Technology Assessment in Health Care 25, no. 2 (2009): 1-8; W. Evans, A.
Laupacis, K.Y. Gulenchyn, L. Levin, and M. Levine, “Evidence-Based Approach to

the Introduction of Positron Emission Tomography in Ontario, Canada,” Journal of
Clinical Oncology 27, no. 33 (2009): 5607-13.

IRPP Insight, no. 1 | 15


http://www.ppforum.ca/sites/default/files/dm_churn_reportfn.pdf
http://www.ncbi.nlm.nih.gov/pubmed?term=%22Skinner JS%22%5BAuthor%5D
http://www.ncbi.nlm.nih.gov/pubmed?term=Del Giudice ME%5BAuthor%5D&cauthor=true&cauthor_uid=21037867
http://www.ncbi.nlm.nih.gov/pubmed?term=Moineddin R%5BAuthor%5D&cauthor=true&cauthor_uid=21037867
http://www.msss.gouv.qc.ca/sujets/organisation/
http://www.msss.gouv.qc.ca/sujets/organisation/

14.

15.

16.

17.

18.

19.

20.

21.

22.

H.G. Welch, L.M. Schwartz, and S. Woloshin, Overdiagnosed: Making People Sick in
the Pursuit of Health (Boston: Beacon, 2011).

S. Blyer and H.G. Welch, “Effect of Three Decades of Screening Mammography on Breast-
Cancer Incidence,” New England Journal of Medicine 367, no. 21 (2012): 1998-2005.

K. Born and T. Sullivan, “Direct-to-Consumer Genetic Testing Comes to Canada,”
Healthy Debate, March 23, 2011, http://healthydebate.ca/2011/03/topic/cost-of-care/
the-ethics-cost-of-direct-to-consumer-genomewide-profiling.

J-M. Welton, “Mandatory Hospital Nurse to Patient Staffing Ratios: Time to Take a
Different Approach,” Online Journal of Nursing Issues 12, no. 3 (2007), http://www.
nursingworld.org/MainMenuCategoriess/ ANAMarketplace/ANAPeriodicals/OJIN/
TableofContents/Volume122007/No3Sept07/MandatoryNursetoPatientRatios.html.

L. Rabeneck and L.E. Paszat, “Colorectal Cancer Screening in Canada: Why Not
Consider Nurse Endoscopists?” Canadian Medical Association Journal 169, no. 3
(2003): 206-7.

R.H. Glazier, B.M. Zagorski, and J. Rayner, Comparison of Primary Care Models in
Ontario by Demographics, Case Mix and Emergency Department Use, 2008/09 to
2009/10, Institute for Clinical Evaluative Sciences Investigative Report (Toronto: ICES,
2012).

C. Rampell, “How Much Do Doctors in Other Countries Make?” New York Times,
July 15, 2009.

C. Chen, G. Terhilda, D. Chock, G. Okawa, and L. Liang, “The Kaiser Permanente
Electronic Health Record: Transforming and Streamlining Modalities of Care,” Health
Affairs (Millwood) 28, no. 2 (2009): 323-33.

American Board of Internal Medicine Foundation, “Lists,” Choosing Wisely (Philadelphia:
ABIM Foundation, 2013), http://www.choosingwisely.org/doctor-patient-lists.

About the authors

STEVEN LEWs is the president of Access Consulting Limited in Saskatoon and

adjunct professor of health policy at Simon Fraser University in Burnaby, BC.

TERRENCE SULLIVAN is board chair of the Canadian Agency for Drugs and

Technology in Health and a professor at the Institute of Health Policy,

Management and Evaluation, University of Toronto.

IRPP Insight, no. 1 | 16



] Founded in 1972, the Institute for Research on Public
Policy is an independent, national, bilingual, nonprofit
organization. The IRPP seeks to improve public policy

| IEE—

in Canada by generating research, providing insight and

sparking debate on current and emerging policy issues

f:;isis facing Canadians and their governments.

Debate

Since 1972 Fondé en 1972, UInstitut de recherche en politiques
Idées publiques est un organisme canadien indépendant,
gzzzzes bilingue et sans but lucratif. L'IRPP cherche a améliorer
Depuis1972 les politiques publiques canadiennes en effectuant des

travaux de recherche, en mettant de [’avant de nouvelles
perspectives et en suscitant des débats sur les grands
enjeux actuels et les défis a venir pour le Canada.

IRPP Insight is an occasional, nonrefereed publication consisting of concise
policy analyses or critiques on timely topics by experts in the field.

To cite this study: S. Lewis and T. Sullivan, How to Bend the Cost Curve in
Health Care. IRPP Insight 1 (May 2013). Montreal: Institute for Research on

Public Policy.

The opinions expressed in this study are those of the author and do not
necessarily reflect the views of the IRPP or its Board of Directors.

All publications are available on our Web site at irpp.org. If you have questions
about our publications, please contact irpp®@irpp.org.

For media inquiries, please contact Shirley Cardenas (514) 787-0737.

Copyright belongs to the IRPP.
To order or request permission to reprint,
contact the IRPP at irpp@irpp.org

WWW.irpp.org Date of publication: May 2013



	How to Bend the Cost Curvein Health Care
	Summary
	Résumé
	How Much Health Care Money Is Enough?
	The System Is Designed to Increase Costs
	The Culture Makes Us All Patients
	Workforce Gridlock, Fallow Talent
	The Price Is (Not) Right
	Ten Strategies for Bending the Cost Curve
	Notes
	About the authors

