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The problems plaguing modern health care systems are easy to describe, but hard to fix. 
Spiraling costs, an aging population, and shrinking government revenues challenge the 
very survival of the Canadian health care system. With the goal of guaranteeing effective 
care for future generations, the need to move forward on changes to the Canadian health 
care framework is becoming increasingly acute. To grapple with the sustainability issues of 
Canadian health care and to explore potential solutions, on October 19, 2012, the School of 
Public Policy and Governance, University of Toronto, with support from TD Bank, convened 
top international specialists and leading Canadian health system experts for The Fall 
Institute on Key Issues in Finance and Governance for Health. The Fall Institute featured 
some of the most pressing issues for Canadian health care, including financing health care 
in an era of fiscal constraint, designing incentives for quality in health care delivery, and 
reducing the burden of chronic disease. 

Relative to other advanced nations, Canada has been on a stable policy trajectory in health 
care since the creation of Medicare. The Canadian health care model of the 1960s has largely 
persisted, and while demographics and health care technology have changed dramatically, 
the organization and payment structure of Canadian health care have essentially remained 
the same, even as problems of gaps in coverage, non-integrated care and long waiting 
times for non-acute care indicate that adjustments are needed. By contrast, both the US 
and the UK have undergone considerable reforms over the last twenty years. 

Sherry Glied, Professor of Health Policy and Management at the Mailman School of Public 
Health, Columbia University argued that despite most Canadians’ perceptions of the US 
health care system as largely dysfunctional, Obama’s Affordable Care Act (ACA) offers 
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valuable lessons for the Canadian discussion on health care coverage, financing, and 
sustainability. Compared to the Canada Health Act, which refers exclusively to services 
provided by doctors and hospitals, the scope of services in the ACA is very broad and 
provider-flexible. The ACA focuses on patients’ needs as the basis of coverage, leaving 
flexibility as to whether, for example, they require a licensed therapist, specialist physician, 
drug treatment, or therapeutic devices. The ACA thereby takes into account that changes in 
practice and technologies can alter the best way of meeting patients’ needs.  

Cost control mechanisms in the ACA are also of considerable relevance to Canada’s health 
care system. The ACA replaces the conventional approach of adjusting payment structures 
of doctors and hospitals according to demographics and volume with an approach that 
assumes that health care systems, like other sectors of the economy, should make 
productivity gains. These gains can, for example, be realized by reaping the advantages of 
new technology and changes in practice. Take the ACA’s new model of Accountable Care 
Organizations (ACO), which, as a basis for payment under the US Medicare program, are 
incentivizing cost controls. ACOs are affiliations of health care providers that are held jointly 
accountable for achieving health care quality improvement and reductions in spending. 
ACOs offer incentives for providers to work together in the treatment of patients across 
care settings, including primary doctors’ offices, hospitals, and long-term care facilities. 
If the ACOs can provide high-quality, well-coordinated care to the patient population and 
combine it with lower growth in health care costs, they are rewarded with part of the savings 
realized. Patient and provider participation in ACOs is purely voluntary. The rationale behind 
ACOs is that front-line health care providers are better equipped to coordinate care and 
restrain costs than are centralized authorities; efficiencies can be realized by placing some 
of the financial and quality responsibility directly on front-line providers. Overall, the new 
ACO model represents a sharp change from the current health care environment in which 
the majority of providers have little financial incentive to coordinate care because of the 
predominant fee-for-service payment scheme under US Medicare. 

The financing health care discussion also delved into cost-sharing and private-public 
funding mix models. In the US, the dominance of a private employer-based model of health 
insurance has driven up costs and made the overall health care system less equitable. This 
effect has been augmented by government subsidies, since in the US employment health 
benefits are not taxed as income. Beginning in 2018, the ACA will reverse this tax incentive: 
purchasers of exceptionally generous health coverage will pay a tax on the excess cost of 
their plans, which in turn will generate a funding stream that will help maintain the publicly 
funded system. Private health insurance benefits are also exempt from taxation in Canada 
(excluding Quebec). 
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Carol Propper, Professor of Economics, Imperial College Business School, London UK 
addressed how the UK has confronted issues in health care delivery and quality improvement. 
Recent reforms in the UK stress patient choice and competition among providers to achieve 
higher quality of care without exponential growth in health care spending. The mere mention 
of competition among providers tends to invoke resistance in Canada: the public inevitably 
associates competition with private, for-profit health care. However, the UK reforms occurred 
within the public system in the National Health Service (NHS). With the “Choose and Book” 
reform initiated in 2006, patients were given greater choice, and the reform exposed poorly 
performing hospitals to the risk that their patients might choose another provider. The NHS 
Choices website, a comprehensive, single-point-access public health information service 
intended to empower patients, helps individuals make decisions about health care. Patients 
can locate the nearest primary care doctor, compare hospitals and services, and evaluate 
patient satisfaction. In addition, the site offers a comprehensive archive of health and 
social care information and an automated translation system that allows most content to be 
displayed in more than 50 languages. 

Lessons from reforms in the US and the UK give rise to challenging discussions on solutions 
for Canada’s health care systems. The reality is that current generations, the baby boomers 
in particular, have to be convinced that things must change dramatically if they want to 
leave the health care system in the same, or better, state of affairs. This does not mean that 
we need to go after “big-fix” solutions. A reasonable scale of reform has an important role 
in determining whether or not reform is successful. Experience shows that it is important 
to pick two to three opportunities and to drive them to critical success, rather than trying 
to solve everything at once. Patients need to be placed at the center of reform efforts, and 
proper expectations need to be set. The Canadian federal government has managed to 
set realistic expectations around future pensions, and the public has largely accepted the 
notion that the current system is not sustainable because Canadians are living longer and 
retiring earlier; this same kind of debate needs to happen about health care. 

Despite the differences in the Canadian, American, and British health care systems, the 
respective governments all face similar challenges of financing and governing health care 
in an equitable and sustainable way. In solving the conundrums of the Canadian health 
care system it is imperative that we examine the evidence from the US, the UK, and other 
European countries that have successfully infused competition, incentives for improving 
quality, and additional patient choice, into their health systems. These lessons will bring us 
closer to arriving at solutions. 
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