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CANADA: COUNTRY DESCRIPTION

Canada has a population of 23 million peo-
ple.2 Although its land area is second only to
that of the Soviet Union, it is basically an urban
country, with 56 percent of its population in
metropolitan areas of over 100,000 population.
Most of Canada’s population lives along the
“fourth North American coastline,” the Saint
Lawrence River and Great Lakes, and on the Pa-
cific coast, and much of the prairie population
lives fairly close to the Canadian/U.S. border.

Settled initially by both the French and Brit-
ish, Canada in the 18th century was an arena of
imperial competition between them. The coun-
try continues to have separate French- and Eng-
lish-speaking communities, each with its own
educational, social, and religious institutions,
and is officially bilingual. For many years, the
English-speaking community has dominated the
national economy. Even in Quebec, where the
French community is concentrated (approxi-
mately 80 percent of the population is franco-
phone), the English were economically domi-
nant until recently. There has been extensive im-
migration to Canada and the country is ethni-
cally diverse, but the split between the English-
and French-speaking communities remains a
central factor in Canadian society. It has been

1The author gratefully acknowledges the invaluable assistance
of Roger LeCompte of Lewin and Associates, Inc.

‘According to Statistics Canada (14), the estimated population
of Canada in 1974 was 2,334,000. The two largest Provinces were
Ontario, with a population of 8,063,000, and Quebec, with
6,119,000. The next largest Province was British Columbia, with
only 2,382,000. The smallest was Prince Edward Island, with
116,000. Two territories—the Yukon and Northwest Territories—
combined had an estimated population of 56,000.

accentuated in recent years by the growth of the
Quebec separatist movement and election of a
separatist government in that Province.

Canada is a confederation made up of 10
Provinces and 2 Territories. Confederation,
agreed to in 1867 and embodied in the British
North America Act, was an essential compro-
mise necessary to address the political conflict
between the French and English communities
and to pave the way for independence from Eng-
land.3 Governments at both the Federal and
Provincial levels are parliamentary in form.
Compared to the constitutional division of re-
sponsibilities in the United States, the constitu-
tional division between the Federal Government
and the Provinces in Canada is more clearly
defined and more strictly observed. In addition
to the formal wording of the British North
America Act, social and political factors create
continued pressures to maintain this separation.

Social programs, including health programs
for the general population, fall within the sphere
of activities reserved for the Provinces.4 In order
to overcome the constitutional bar to Federal
administration and bring Federal resources to
bear on social problems, a pattern has devel-
oped in Canada in which the Federal Govern-

3Canada is an independent nation, but its constitutional ties to
the United Kingdom are still strong. For example, the Queen of
England is formally head of state and appoints a Governor-Gener-
al to represent her. The constitution, the British North America
Act, is at Westminster.

4Formal Federal responsibility for health care is limited to such
public protection activities as food and drug regulation, regulation
of radioactive materials, quarantine, and providing health services
to special groups such as Indians and Eskimos.
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ment shares the costs of many provincially ad-
ministered social programs. Federal legislation
defines the services for which costs will be
shared, the population that must be covered,
other conditions of participation, and the cost-
sharing formula. Provincial legislation is en-
acted consistent with the Federal conditions.

The Canadian economy is a diversified pri-
vate enterprise economy, with manufacturing,

THE HEALTH CARE SYSTEM5

The Canadian health care system—with both
private and public components, in which pri-
vate providers of care and public financing pre-
dominate—is similar to that of the United
States. In 1975, personal health expenditures in
Canada were $452 per capita (14). Of this
amount, 46 percent went to the country’s ap-
proximately 1,200 hospitals, and 18.5 percent
went to the country’s approximately 35,000
physicians (157 per 100,000 population). Ex-
penditures on personal health care were 6.2 per-
cent of the gross national product (GNP), com-
pared to 7.6 percent for the United States in the
same year.

Almost all hospitals are nonprofit institu-
tions. A substantial number of the hospitals
have been established by local governments,
under separate board of trustees, with local
responsibility for budget deficits. In 1975, there
were 6.8 beds per thousand population, 5.2
acute care beds, 1.5 long-term beds (3). Average
length of stay was 11.5 days overall, 8.8 days in
acute care units. Admissions to acute care units
were 162.4 per thousand population, and total
days of care in these units were 1,445 per thou-
sand. Average acute bed occupancy was 76.1
percent.

‘Much of the overall presentation on the Canadian health care
system that appears here is based on the following study con-
ducted by the author and others: Lewin and Associates, Inc., Gov-
ernment Controls on the Health Care System: The Canadian Expe-
rience, 1976 (11). The information from that study has been up-

dated to reflect changes in financing and other events since the
study was completed. Extensive interviews were conducted in sev-
eral Provinces for the 1976 study. For the paper presented here,
Ontario and Quebec were revisited to assess changes in patterns of
technology management and to review specific technologies.

finance, farming, trade, and extractive indus-
tries comprising major areas of economic activi-
ty. Within the private enterprise economy, there
is acceptance of government ownership at both
the Federal and Provincial levels. In general,
there is greater public acceptance of government
efforts to direct economic activity in Canada
than there is in the United States.

The development of national health insurance
and the organization of Provincial activities to
manage the health care system are briefly re-
viewed in the discussion that follows. Each
Province exercises considerable autonomy in
the health area, and in the remainder of this
chapter, Ontario and Quebec are used as prin-
cipal examples. b

National Health Insurance

Over the past 25 years, the major change in
the Canadian health care system has been the in-
troduction of national health insurance. Na-
tional health insurance was debated immediate-
ly after the Second World War, but no action
was taken at the time. A program of national
health grants for health facility construction and
manpower training was enacted in 1948, how-
ever, and it is likely that this program helped
create pressure for health insurance by develop-
ing a supply of health care resources which the
private insurance programs could not adequate-
ly finance.

Health insurance was enacted piecemeal—
hospital insurance was enacted first in 1957 and

bThe use of Ontario and Quebec as principal examples is not
meant to imply that their experience is typical. Those familiar with
Canada have indicated since the first draft of this paper that the ex-
perience of other Provinces has been different both because of their
smaller, more manageable health care systems and the availability
of more complete data. Ontario and Quebec were selected for fo-
cused study because of the author’s previous work (11) and be-
cause they are the largest Provinces. (Their combined 14 million
population constitutes over 60 percent of the total population of
Canada (I), ) It was also believed that Ontario and Quebec would
have the most complex technology issues and be applying more
resources than other Provinces to their resolution.



Ch.3. 3—The Management of Medical Technology in Canada ● 29

medical insurance a decade later in 1966. In
both cases, rising costs were critical factors in
the decisions to develop government programs.
Several economists have noted that the major
increase in supply of hospital beds and physi-
cians occurred before the programs were
enacted (1).

The patterns of development of the hospital
and medical insurance programs were similar.
In the period from 1945 to 1950, after proposals
for a national health insurance program had
been shelved, three Provinces, Saskatchewan,
British Columbia, and Alberta, independently
developed their own hospital insurance pro-
grams. A fourth, Newfoundland, had a partial
insurance program. By 1955, a consensus for
hospital insurance had developed, and discus-
sion of the topic at a Federal-Provincial con-
ference being held at the time was requested by
the Provinces.

In 1956, the Federal Government made a con-
crete proposal for a phased-in insurance pro-
gram, beginning with insurance for hospital
care. This proposal received the general support
of the Provinces, and the Hospital Insurance
and Diagnostic Service Act was enacted in 1957.
Five Provinces entered into the program at its
inauguration in 1958, the four with existing pro-
grams and Manitoba. Prince Edward Island,
Nova Scotia, and Ontario entered in 1959, and
Quebec in 1961.

Medical insurance developed in a similar
manner, alhough there appears to have been less
consensus among the Provinces to take this next
step in the phased-in program that the Federal
Government had proposed in 1956. In 1961, a
Royal Commission on Health Services (the Hall
Commission) was appointed to review the medi-
cal insurance situation. Several Provinces acted
on their own before the Hall Commission re-
ported. Saskatchewan introduced compulsory
Provincial medical insurance in 1962, and al-
though this led to a physicians’ strike, a com-
promise that retained the public program was
reached, In 1963, Alberta increased the regula-
tion of the contents of medical insurance con-
tracts and provided premium subsidies for those
unable to pay. This program covered 70 percent
of the population. The Government of British

Columbia began making nongroup medical cov-
erage available in 1965, when the only nonprofit
carrier providing this type of coverage failed.

In 1965, the Hall Commission released its re-
port calling for the establishment of a Federal
program. The Medical Care Act was passed in
1966 for implementation in 1968. In July 1968,
only two Provinces —Saskatchewan and British
Columbia—were prepared to enter the Federal
program. In 1969, five more entered—New-
foundland, Nova Scotia, Manitoba, Alberta,
and Ontario. Quebec and Prince Edward Island
joined in 1970, and New Brunswick in 1971.

Both the hospital and medical insurance pro-
grams follow the general Canadian policy of
establishing minimum standards to make a Pro-
vincial program eligible for cost sharing but
leaving the actual administration of the pro-
gram to the Provinces. Compared with the de-
tailed programmatic and administrative require-
ments that are imposed in U.S. Federal-State
programs such as medicaid or aid to families
with dependent children, the conditions im-
posed for cost sharing in Canada are limited and
general. The Hospital Insurance Act and regula-
tions combined are only 19 pages; the Medical
Insurance Act is 9 pages. Although there are re-
quirements that specific administrative func-
tions (such as setting payment rates, licensing
and inspection of hospitals, planning and devel-
opment of hospital resources) be performed,
and that the agreement with the Federal Govern-
ment describe the arrangements for them, the
Federal regulations do not specify or place con-
ditions on how these activities are to be carried
out. The greatest detail is in the sections detail-
ing the costs that would be eligible or excluded
from Federal cost sharing, which in each pro-
gram were to be approximately 50 percent of the
Provincial costs. ’ Beyond establishing the gen-
eral framework of the programs and cost-shar-
ing formula, Federal involvement has been lim-
ited to establishing mechanisms for coordina-
tion and joint Federal-Provincial program re-
view, and to providing technical assistance to
Provinces when they request it.

7The cost-sharing formula for both programs involved some re-
distribution of costs to the poorer Provinces, with the medical in-
surance formula more favorable than the hospital insurance
formula.
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During the rapid inflation in health care costs
in the late 1960’s and early 1970’s, the Federal
Government became increasingly uneasy over
its fiscal exposure in a program whose costs it
could not control. After several years of nego-
tiation and considerable conflicts with the Prov-
inces, the cost-sharing formula was changed.
Beginning in 1977, the basis of Federal contribu-
tions to the hospital and medical insurance pro-
grams was shifted so that Federal contributions
effectively were indexed to the rate of growth in
GNP.a These arrangements have increased the
flexibility of the Provinces in allocating medical
care funds among services, but also put the
Provinces completely at risk for expenditure in-
creases higher than the growth of the Federal
contribution.

Several other general trends have developed
with respect to Federal involvement in the
health care system over the past several years.
One is a growing concern over manpower is-
sues, particularly increases in physicians, which
has led to substantial changes in immigration
policy. A second trend has been toward major
emphasis on health promotion and disease pre-
vention activities. The rationale for this empha-
sis was outlined in a 1974 report by the Minister
of Health Marc Lalonde (10).

Provincial Management of
the Health Care System

Provincial involvement in the Canadian
health care system is extensive. Provincial
responsibilities include manpower licensure,
public health activities, and direct provision of
some health services. In terms of expenditures,
the Province’s primary involvement is in admin-
istering the hospital and medical insurance
programs.

Organization for Health Systems Management

Largely as a result of the hospital insurance
program, the Provinces play a large number of

‘The mechanisms to introduce this indexing involve transfers to
the Provinces of Federal income tax credits, with equalization
among the Provinces and some cash payments. Additional cash
contributions to the Provinces are to be made to contribute to Pro-
vincial programs for nursing home care, adult residential care, the
conversion of mental hospitals, home care, and ambulatory
services.

roles for institutional providers of health care.
They are regulators and inspectors, providers of
consultant services, and health system planners.
There are nine major functions that the Prov-
inces perform:

●

●

●

●

●

●

●

●

●

budget review and financial management
consultation;
administrative consultation to improve
general management and performance in
special areas such as dietary, nursing, and
laboratory;
inspection of facilities;
institutional bed need planning;
other health services planning and project
review;
review of construction plans and supervi-
sion of construction;
research and statistical analysis;
medical review of the appropriateness of
institutional care; and
health sector labor relations.’

Most commonly, a Province groups the func-
tions of budgeting, administrative consultation,
planning, and inspection into an institutional or
hospitals division. This is what Ontario has
done. Under this type of arrangement, the re-
search and statistics functions and medical con-
sultation office are outside the institutional divi-
sion as general service and support activities for
the entire health department program.

Quebec has a radically different arrangement
from Ontario’s. The Quebec Ministry of Social
Affairs is a combined health and social services
department. A functional organization was
adopted in a reorganization of activities in 1970.
Health and social service orientations were to be
integrated within each function. Thus, the ma-
jor divisions for both health and social pro-
grams were planning, operations and program-
ing, finance, labor relations, and inspection. A
more recent reorganization has modified this
slightly, establishing separate units for the areas
of health, social programs, and income security,
along with separate planning, programing, fi-

‘Most Provinces have only recently become involved in labor
relations issues, and the situation in this area is in flux. In Ontario,
for example, the Ministry’s personnel unit has been involved with
the issues, but has not sat at the negotiating table.
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nance, labor relations, and capital budgeting
functions for each.

Despite considerable variation among Prov-
inces in the administration of the hospital in-
surance, medical insurance, and nursing home
benefit programs, in each Province there initial-
ly was substantial decentralization. As the
Provinces have begun viewing their individual
health activities as elements of a general strategy
toward ensuring adequate health services, how-
ever, they have attempted to bring the units
administering these activities into greater
proximity.

The degree of integration of these activities
within each Province reflects in part the degree
of acceptance within the Province of the concept
of the Provincial government as medical system
administrator. In Quebec, this concept has been
eagerly embraced. In Ontario, the concept has
been generally accepted, but Provincial respon-
sibility is viewed as being shared with the medi-
cal community and public. Indeed, since exten-
sive political pressure forced the Ontario Minis-
try of Health to back away from ordered bed
closings in 1974 and 197s,10 the Ministry has
hesitated to take actions to direct the develop-
ment of the hospital system, relying instead on
general budgetary and fiscal constraints to con-
trol institutional demand for new beds and serv-
ices, and on its consulting process to encourage
change.

The key to the programs of institutional con-
trol with respect both to overall expenditures
and service levels and investment in new or up-
graded services and equipment is the Provincial
system for reimbursement.

Hospital Budgeting Arrangements

The Canadian Provinces have been adminis-
tering hospital insurance programs for approx-
imately 20 years. At the start of the hospital in-
surance program, the intent was to leave the
hospitals privately managed and free to make

10This was done in such a way that some of the projected savings
accrued to the Province. In some cases, beds were closed. In
others, beds remained open, but an amount estimated to equal the
savings was taken from institutional budgets. In still other cases,
the closings were canceled.

independent decisions about administration and
services they would offer. Hospital budget

review by Provincial governments was designed
only to forecast the costs of the hospital in-
surance program and to exclude costs not
covered by the Hospital Insurance Act.

This arrangement proved unstable. Provin-
cial governments quickly came to review every
detail of administration to assure that Provin-
cial moneys were to be well spent. Budgets were
reviewed and set on a line-by-line basis. Each
staff position had to be justified in the operating
budget, and the basic operation of any depart-
ment was subject to review. In the capital budg-
et, the purchase of a new wing, a sterilizer, or a
desk might require Provincial approval. Hospi-
tals could not deviate from the approved budget
without Provincial authorization.

To administer the wide range of oversight re-
sponsibilities, Provincial hospital insurance pro-
grams recruited staffs with expertise on each
phase of hospital administration. Provincial
staffs included financial experts and account-
ants, general administrators, nurses, and dieti-
tians. These individuals, generally called “con-
sultants” by the Provincial governments, served
as budget review personnel, as health service
planners, as consultants to hospitals on opera-
tions, and as Provincial licensing inspectors.

In the late 1960’s, many Provinces began to
feel that the existing budgeting systems were
awkward to administer and unduly restrictive
to hospital management. Efforts were made to
develop systems that would allow hospital ad-
ministrators and boards greater flexibility in
running their institutions. The systems that
were developed have been called generically
“global budgeting.” Under global budgeting, an
institution can shift funds among categories of
expenses, so long as its overall budget is not ex-
ceeded. In some Provinces, the initial global
budget or parts of it are still fixed by detailed
line-by-line review; in others, flat percentage in-
creases are applied to previous budgets or costs.

In the 1960’s, Provincial governments gen-
erally made funds readily available for hos-
pitals. Hospital programs were popular, be-
cause hospitals were visible and could serve as
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sources of local employment, and the Federal
Government paid half the costs. Since funds
were readily available, if an institution could
make a reasonable case for new staff or a
remodeled wing or some other expenses, the re-
quest was usually granted. Budgets were deter-
mined prospectively, but it was understood that
funds would generally be available at the end of
the year if difficulties were encountered; risk,
therefore, was minimal. This decade was also a
period of catchup for hospital employees’
wages, a process in which few Provinces in-
terfered.

A growing concern over the costs and effec-
tiveness of hospitals and health care began to
emerge in the late 1960’s. The health insurance
plans had become the largest component of the
Provincial budgets, and the rapid inflation in
the health sector burdened Provincial revenues
and hindered initiatives in other areas. In
response to these problems, the Federal Govern-
ment initiated a study of the costs of health serv-
ices in Canada. The report of the Task Force on
the Costs of Health Services in Canada, com-
pleted in 1969, discussed a wide range of issues,
including the dispersion and utilization of new
technology (8). Almost every Province did com-
parable studies, examples being the study of the
Commission of Inquiry on Health and Social
Welfare (Castonguay-Nepveu Commission) in
Quebec, the Manitoba White Paper, the Llew-
elyn-Davies-Weeks Studies in New Brunswick,
the report of the Health Planning Task Force in
Ontario, and the Foulkes report of the Health
Security Program Project in British Columbia.

Beginning about 1970, partly as a result
of these studies and partly concurrently with
them, Provinces began implementing hospital
constraint programs. The introduction of global
budgeting was accelerated by the concern over
costs. By applying an overall increase to budg-
ets that matched or was lower than the projected
inflation rate, Provinces could avoid debating
individual line-item cuts. They could encourage
greater efficiency without being required to
identify areas where it could be achieved. Gen-
erally, the inflation estimates were tight but
realistic. The hospital constraint programs the
Provinces introduced appear to have had a sub-

stantial impact on the rate at which resources
float into the health care system. As table 1
demonstrates, the percentage of GNP directed
toward personal health services in Canada has
declined slightly since peaking in 1971.

Each Province developed its own constraints,
but Ontario’s mechanisms are typical of the
range of approaches available. Introduced over
a period of 4 to 5 years, these controls have
included:

●

●

●

●

●

●

●

●

●

refusing to budget for inpatient volume in-
creases, except in areas of rapid population
growth;
refusing to budget for additional labora-
tory and radiology services for inpatients;
refusing to budget for increases in outpa-
tient volume;
imposing a moratorium on physical plant
construction and renovation;
requiring hospitals to find the funds for
new, approved services within their exist-
ing global budget;
mandating bed closings; 1

1
limiting the amount of a salary and pension
increase that would be funded by the Prov-
ince; 12
reducing each hospital’s budget in 1 year by
an amount equal to 60 percent of deprecia-
tion and in another year imposing a 2-per-
cent reduction in the base; 13 and
manipulating the inflation projection .14

Some Provinces, including Alberta (which
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Table l.— Percent of GNP Directed to Personal Health Care
in Canada and the United States (1960-76)

Personal health care Hospitals Physicians

United United United
Year Canada a States b Canada States Canada States

1979 (2)

ever, hospitals have confronted a decline in the
amount of real dollars available for public pro-
grams. It is in this more restrictive context that
most discussions of expanded technology have
occurred.

The specific trends in capital financing and
service development show similar patterns. In
the 1960’s, capital investment by the Provinces
was heavy, 15 with most of this investment going
into renovations or bed construction to match
population growth. There was little effort to im-
prove the efficiency of capital use by limiting
construction to increase occupancy levels. It is
difficult to judge whether specialized services
were expanded to the point of oversupply, be-
cause there are no general inventories of units or
overall assessments of their efficiency. Discus-
sions with Provincial authorities and hospital
administrators, however, suggest that efforts
within individual Provinces to avoid extensive
duplication were generally successful, although
there was some duplication of highly prestigious
services.

As part of the more recent effort to constrain
costs, the Canadian Provinces have begun look-
ing much more critically at capital expansion.

15The Federal Government did not share the cost of construction
or fixed equipment as part of the hospital insurance program. It
did establish some direct grant programs for construction of hospi-
tals, medical education, and research facilities, however, and did
share the cost of movable equipment.

Construction has been curtailed, in some cases
sharply. l6 Provinces that had previously rou-
tinely approved all capital funds requested have
had either partial reductions, or in some years,
all new projects cut from the budget. Hospitals
have been told no funds would be available for
new services-and that such services would have
to be begun within the global budget. In the
capital budgeting process, the Provinces are try-
ing to move from single-year to multiple-year
projections, Some of these trends and the man-
agement of capital investment in technology are
discussed further in the next major section of
this chapter.

Physician Reimbursement

The primary mode of physician reimburse-
ment in Canada is fee-for-service payment. Ini-
tially, the Provinces adopted a modification of
the existing fee schedule established by the med-
ical societies and generally used for Blue Cross
reimbursement. In all Provinces but Quebec, in-
creases in overall fee levels and other conditions
of participation are negotiated between the
Province and medical associations. In Quebec,
physicians are represented by three unions, one
for general practitioners, one for specialists, and

16In Quebec, for example, the new Minister of Social Affairs
entered office in 1970 and ordered all health construction—with a
total value in excess of $400 million—halted. After a lengthy re-
view, a limited number of projects were allowed to continue.
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one for residents and interns. The negotiations association, although this too can vary. The
have been marked by varying degrees of conflict treatment of new procedures is discussed in the
from Province to Province and year to year: context of regulation and reimbursement in the

The size of fees for individual procedures are
next section of this chapter.

generally developed by the Provincial medical

MECHANISMS FOR MANAGING MEDICAL TECHNOLOGY

Canada has a large and well-trained medical
community, and the medicine practiced is tech-
nically advanced. The major issue in the man-
agement of medical technology in Canada is the
speed of diffusion of cost-increasing technology
that appears to offer some potential benefit to
patients. Although fiscal constraints introduced
over the last several years have made this issue
more acute, nowhere in Canada have medical
services been withheld because the associated
expense would be too high.

In reviewing Canada’s experience with regard
to managing medical technology, four points
are critical to providing a context for under-
standing the operation of the system:

●

●

The Provinces’ protection of their authority
against Federal encroachment has left al-
most all decisions in this area at the Provin-
cial level. Even in the area of technical as-
sistance, Federal activity is limited and con-
ducted cooperatively with the Provinces.
Most technology management decisions re-
lated to the diffusion of technology are
made in the context of the hospital budget-
ing process. Indeed, for the hospitals, the
technology issues are subordinate to the
budgeting process. In recent years, because
of economic conditions, most Provinces
have introduced considerable fiscal con-
straints into their programs. Thus, unlike
supply controls in the United States, which
operate independently of the financing sys-
tem in an environment in which funding is
relatively easy to obtain, supply controls in
Canada are initially linked to fiscal control,
and—particularly in Ontario and Quebec
—have recently operated within an envi-
ronment of extremely limited resources.



Ch. 3– The Management of Medical Technology in Canada ● 35

(5). Federal expenditures accounted for approx-
imately $69 million. Over half of these Federal
health research funds were spent through the
Medical Research Council, an independent body
reporting to Parliament through the Depart-
ment of National Health and Welfare. Most of
the remaining Federal funds were directly pro-
vided by the Department of National Health
and Welfare, and a substantial portion of these
went to manpower development and construc-
tion of research facilities.

The other Federal support for extramural
medical research came from the Department of
Veterans Affairs for support of research on
chronic diseases, the National Research Coun-
cil, and the Defense Research Board. The De-
partment of National Health and Welfare also
pursued a modest intramural research program
in areas including pharmacology and phar-
maceutical chemistry, nutrition, pesticides,
food additives, clinical laboratory procedures,
epidemiology, and physical fitness. In recent
years, Federal support for medical research has
declined because of a general tightening of Fed-
eral spending that has affected all Federal re-
search activities.

In addition to the Federal Government, some
Provinces support medical research. The most
stable Provincial support is in Quebec. The
Quebec Medical Research Council receives
much of its revenue from the Quebec Medical
Insurance Board, which is mandated to pay the
Research Council 0.2 percent of the total
amount paid Provincial physicians.

Another major source of medical research
funds in Canada are national voluntary agen-
cies, These include the National Cancer Insti-
tute, Canadian Arthritis and Rheumatism Socie-
ty, Canadian Cystic Fibrosis Foundation, Cana-
dian Association for the Mentally Retarded,
Muscular Dystrophy Association of Canada,
and Multiple Sclerosis Society of Canada. Such
voluntary agencies attend meetings of the Inter-
departmental Committee on Medical Research,
which provide a forum for sharing information
on medical research support (7).

Evaluation

The evaluation of new medical technology in
Canada, like that in the United States, is sub-
stantially a matter of independent clinical re-
search and experience reported through the pro-
fessional literature and discussed at professional
meetings. Indeed, Canadian clinical evaluation
activities are integrated with U.S. activities
through the literature and professional meet-
ings, and because of the difference in size be-
tween the U.S. and Canadian medical systems
and research efforts, Canada draws substantial-
ly on research done in the United States. For the
most part, work has focused on assessments of
efficacy. An increasing but still limited amount
of work, however, is focusing on cost-effective-
ness and cost-benefit assessments.

Two types of evaluations that are particularly
important in terms of the decisions that Prov-
inces address on a daily basis are discussed
below. First are assessments of the appropriate
rate and degree of diffusion of medical technol-
ogy. Second are evaluations of the appropriate-
ness of individual pieces of equipment,

Guidelines for Special Services

Provinces have felt a need for Federal assist-
ance in developing guidelines for reviewing pro-
posals for new and expanded services in hospi-
tals. Their primary need has been for guidance
on the appropriate organization and physical
space and equipment needs for a new service.
Their second need has been a basis for assessing
how many units are needed in an area.

In accord with the general pattern of devel-
oping a joint Federal-Provincial committee or
working party to address these types of issues, a
working party on special services was created in
1972. This group had representation from the
Federal and Provincial agencies administering
the hospital and medical insurance programs.

The first guidelines prepared by the Working
Party on Special Care Units in Hospitals were
published in 1975 and covered nine units or pro-
grams—intensive care, coronary care, dialysis,
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cardiac surgery, nuclear medicine, physical
rehabilitation medicine, narcotic addition treat-
ment, patient hostel, and burn (9). Guidelines
have since been developed for additional serv-
ices, and some of the original guidelines have
been revised. A list of the guidelines currently
available is presented in table 2.

For the development of guidelines on a specif-
ic service, a task force of several Federal of-
ficials, several Provincial officials, and medical

Table 2.—Guidelines for
Special Services in Hospitals

The following guidelines have been prepared by the Fed-
eral-Provincial Working Group on Special Services in Hospi-
tals. These guidelines were requested by the Federal-Pro-
vincial Advisory Committee on Health Insurance, Ottawa.
Some of the guidelines are updated versions of guidelines
previously published by the Working Group.

Expected publication date—November/December 1979
burn unit
Day surgery unit
Dental care units in hospitals
Detoxification unit
Diabetic day care unit
Narcotic day addict ion treatment unit
Nuclear medicine in hospitals
Patient hostel unit
Rehabilitation medicine unit
Respiratory technology services unit

Expected publication date—December/January, 1979-80
● Diagnostic ultrasound facilities in hospitals
● Geriatric day hospital
. Geriatric unit in a hospital
● Intensive care unit
. Total parenteral nutrition

Expected publication date—April/May 1980
. Adult psychiatric services provided by general hospitals
● Child and adolescent psychiatric services provided by

general hospitals
● Cardiac care faciIit ies and services:

—Ambulatory elect rocardiography monitoring
—Cardiac care
—Cardiac catheterization
—Cardiac surgery
—Cardiovascular nuclear medicine
—Cardiac pacemaker
—Cardiac stress testing
—Echocardiography
—Intermediate cardiac care
—Noninvasive laboratories
—Phonocardiography

● Perinatal intensive care unit
. Regional renal failure program
● Spinal cord injury unit

NOTE. A report on emergency services in Canada IS also available.

SOURCE: Health and Welfare Canada, Ottawa, personal communication, 1979,
(6)

consultants is formed. A typical
components:

1.
2.
3.
4.

5.
6.
7.

8.

9.
10.

patient load;
bed requirements;
recommended distribution

 guideline has 10

on of units;
administrative policy, procedures, and
control;
staff establishment and coverage;
staff training and qualifications;
specific supporting departments and serv-
ices;
space allocation,
design features;
equipment; and
relationship with

utilization, and specific

other departments and
services.

As this list makes clear, considerable emphasis
is given to issues of organization, staffing, and
program quality. Planning guidance is usually
contained in the discussion of patient loads and
recommended distribution of units. In some
cases, the recommendation is quite specific. 19 In
other cases, the guideline is more general. None
of the guidelines explicitly considers the eco-
nomics of alternative configurations of services.

Once the Federal-Provincial guidelines are
developed, the Provinces are free to adopt or
modify them as they see fit. Ontario and Que-
bec have both made many changes in individual
guidelines, and such changes have served as the
basis for subsequent revision by the Federal-
Provincial working party.

The introduction to the Ontario guidelines,
published in 1976, describes the process used in
the Province (13):

In considering the means by which the guide-
lines might be reviewed, it was evident that a
conventional task force approach would repeat
much of the work done by the federal-provincial
working party. It was decided that the ideal
situation would be evaluation and modification
based on the comments of all those directly
involved—clinically or administratively—in the
operation of the units throughout the province,
If this could be achieved, the degree of multi-
disciplinary involvement would be maximal and
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province-wide participation would be assured.
A questionnaire was devised to evaluate the
guidelines for each unit. With the endorsement
of both the Ontario Hospital Association and
the Ontario Medical Association, all of the ac-
tive treatment hospitals in Ontario were invited
to participate in the evaluation process. The ac-
ceptability of the approach was indicated by a
response rate which ranged from 88 percent up
to 100 percent for the various types of units.

The task force used the responses as the basis
for modification of the guidelines. A provincial-
ly acceptable adaption —not a rewrite—was the
intended goal. The degree of acceptability of the
guidelines varied according to the unit. For
some, only minor changes were required. In the
case of nuclear medicine, the responses indicated
that the guidelines would require major revision
for use in Ontario; therefore the Task Force
sought the assistance of the OMA. The section
on nuclear medicine appointed an ad hoc com-
mittee which, guided by responses of 46 depart-
ments of nuclear medicine, drafted a new set of
proposed guidelines. These were then recircu-
lated to the hospitals and the resulting comments
were used in preparing the final version.

To adapt the Federal-Provincial guidelines or
to assess appropriate service distribution inde-
pendently, a Province will often establish a
study committee. Such committees are usually
expert professional panels charged to address
specific planning or operational issues (e. g., the
appropriate distribution of units for a given
service) or to conduct an assessment of existing
hospital programs and recommendations on
programs to be closed,

The performance of these study committees
has been mixed. In Quebec, for example, a com-
mittee comprised of nuclear medicine specialists
(a separate specialty from radiologists in Can-
ada) concluded that nuclear medicine was an es-
tablished, proven, and basic diagnostic service
that should be available in all institutions with
over 100 beds and with adequate staff, and that
80 to 100 new cameras should be added within
the Province.

The Quebec Government had strong reserva-
tions about the committee’s findings. Provincial
officials felt that, although the committee had
been charged with assessing whether nuclear
medicine was a basic diagnostic service or a re-

ferral service, the committee had given this
question short shift. The Province had also
wanted an assessment of the relative efficiency
of nuclear medicine vis-a-vis other imaging
services, but that assessment was not provided.

Currently, there is a freeze on the expansion
of nuclear medicine in Quebec, although exist-
ing units have been allowed to upgrade equip-
ment on the basis of the recommendation of a
separate committee. The Provincial government
would like to resolve the issue and allow more
diffusion if it is appropriate, however, and will
probably take several steps in this direction.

First, it will probably form another study
committee, this one including radiologists, in-
ternists, and surgeons, that is, representatives of
alternative specialty services and of the prin-
cipal “consumers” of these services. One clear
lesson of the earlier experience is that advisory
committees should be organized in such a way
that conflicts and differences in professional
judgment are surfaced rather than hidden.

Second, it will probably tie approval of a new
nuclear medicine unit to the creation within the
hospital of an imaging department that will
combine the radiology, nuclear medicine, and
ultrasound capacities. The creation of imaging
departments that combine these capacities,
coupled with the continued fiscal pressures that
force hospitals to budget more tightly, is seen as
one way of moderating the competition among
specialties and encouraging the development of
an appropriate mix of service capacities by mak-
ing the tradeoffs and overlaps among alterna-
tive techniques clearer.

Third, Quebec will probably require the cre-
ation of a formal evaluation protocol for the
nuclear medicine service to provide information
on the appropriate use of the service and its role
relative to other services. This was an idea that
was suggested 4 years ago, but never imple-
mented. The expressed view of the Provincial
planning officials was that a formal evaluation
process as was originally conceived is almost
impractical for a new technology such as nucle-
ar medicine, because the technology itself is un-
dergoing development and change, and because
physicians using the technology are learning
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and continually modifying their practice pat-
terns. Provincial officials believe that evalua-
tion for purposes of assessing the extent of ap-
propriate diffusion is possible, but that it should
be limited in scope, geared to incremental as-
sessment (of the impact of the procedure and
judgments on diffusion), and repeated as appro-
priate over time. Critical to the process of eval-
uation is framing the questions to ensure that
the right issues are addressed at the proper level
of detail.

Selection of Specific Equipment

Somewhat removed from the question of
overall services distribution or rate of diffusion
is the question of the specific equipment that
should be purchased for a unit. This becomes an
issue, because since a Province reimburses cap-
ital expenditures, it must approve the specific
selection.

Most Provinces have an equipment specialist
whose primary responsibility is to review indi-
vidual equipment requests. These individuals
are often quite knowledgeable and may also
have access to technical experts in such areas as
radiology or laboratory; however, the informa-
tion they have about the relative operational
performance of different equipment may be
limited.

One advantage of the development in some
Provinces of regional bodies to review capital
budget requests (which is discussed in the next
section of this chapter) has been the provision of
additional information to hospitals making
equipment decisions. In Ontario, for example,
the Province requires all laboratory equipment
purchases over $5,000 and all general equip-
ment purchases over $20,000 to be reviewed by
local organizations. These local organizations
have generally set up provider advisory com-
mittees to review the requests, and the experts
on these committees will often share their ex-
periences and discuss alternative equipment
choices as part of the review. Comparable
discussions take place in Quebec.

Several years ago, a proposal was circulated
calling for the establishment of a Federal unit to
compile information on the performance of al-
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When a new drug is to be placed on the mar-
ket, the manufacturer is required by law to pro-
vide specified information, including a quanti-
tative list of all ingredients, evidence of clinical
effectiveness, the formulation of dosage forms,
and reports of any adverse effects. This infor-
mation is evaluated by the Health Protection
Branch to assess whether the drug is safe and
effective.

Once a new drug is on the market, its sale can
be banned by the Health Protection Branch if
the adverse drug reaction program indicates
that the drug is unsafe and injurious to health.
The drug quality assessment program aims at
producing objective evidence on the quality of
drugs already on the Canadian market and dis-
seminating this information to members of the
health professions, governments, and the gener-
al public.

Another major activity of the Health Protec-
tion Branch is designed to allow greater price
competition for drugs. This activity involves in-
specting manufacturing facilities, assessing
claims and clinical equivalency of competing
brands, and providing information to con-
cerned professionals and to the general public.

Also, the Health Protection Branch has a Bu-
reau of Medical Devices that conducts a pro-
gram for medical devices analogous to that of
the U.S. Food and Drug Administration (FDA).
Unlike the U.S. program, which includes an ex-
tensive premarketing approval process, how-
ever, the Canadian program is principally a
postmarketing effort. The difference between
the two countries’ programs in part reflects the
fact that the United States is a manufacturing
country, whereas Canada is an importing
country.

The postmarketing system in Canada is
judged by those operating it to function well. It
involves responding to user concerns, some lit-
erature review, and contact with U.S. regu-
lators, since problems generally appear in both
countries. The program is not bound by specific
procedures, and when problems are identified,
the Canadian Government may require modifi-
cation or withdrawal of the product. Hospitals
are generally alerted to identified problems.

Program administrators feel that a strict post-
marketing approach may be inappropriate with
respect to new technology. For certain types of
new products, they are requesting voluntary
participation of manufacturers in monitoring
the scope of diffusion and identifying clinical in-
vestigators studying these products. The prod-
ucts subject to this premarketing review include
implants, cardiac pacemakers, intrauterine de-
vices, intraocular lenses, and long-wear con-
tact lenses.

All Canadian applications of radioactive iso-
topes are controlled and licensed by the Atomic
Energy Control Board (AECB).21 The Radiation
Protection Bureau of the Department of Nation-
al Health and Welfare serves as a health and
safety advisor to AECB. Medical approval of
license applications is required from the Bureau.
The physician named on the license is personal-
ly responsible for the use of particular radio-
nuclides. Each license is set out for the physi-
cian, specifying—on the basis of AECB’S assess-
ment of the training and qualifications of the in-
dividual physician— the types of radionuclides
the physician can use, their application, and
their dosage.

Provincial Health Planning Processes

The Canadian Provinces have not invested re-
sources in health services planning separate
from the regulatory processes. Most efforts to
develop bed need projections, criteria for special
care units, or statements of Provincial goals
with respect to the organization and distribution
of specific services have been made in response
to project applications. As has happened fre-
quently with U.S. health planning agencies, the
first request in a given area triggers the process
of developing standards and criteria and a Pro-
vincial plan for the service.

The standards development process, as noted
above in the section on guidelines for special
services, involved both joint Federal-Provincial
efforts and strictly Provincial activities. It also
tended to be informal and to involve Provincial

21The description that follows is adopted from Health and Wel-
fare Canada, Working Party on Special Care Units in Hospitals,
Special Cure Units in Hospitals, 1975 (9).
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officials and selected medical consultants. The
general public has had little opportunity for par-
ticipation or comment, but that situation is
changing somewhat. The three largest Prov-
inces—British Columbia, Quebec, and Ontar-
io —all have some local regional organizations
that are involved in both planning and review of
specific project requests. The organizations’
level of activity and degree of involvement vary
in each Province.

British Columbia was divided into regional
districts in 1957, and regional planning boards
(essentially councils of municipal government)
were established in each. One subfunction of
these regional planning boards was health. In
1967, “regional hospital districts” coterminus
with the general planning districts were created
as administrative mechanisms to authorize
bonds to support hospital construction and es-
tablish taxes to repay the bonds. (A separate or-
ganization was required constitutionally to
allow for taxing authority. ) The regional hospi-
tal district boards and the regional planning
boards are identical, although most districts
have established advisory committees of hos-
pital representatives and, in some cases, lay-
people.

The net effect of the establishment of these
boards in British Columbia appears to be that
greater attention is devoted to regional health
planning. The districts have been developing re-
gional plans specifying the role of individual in-
stitutions, and in the absence of a Provincial
health plan, these serve as key planning docu-
ments. Most boards have little independent
health planning capacity and rely heavily on
Provincial government staff for advice and sup-
port. Only two districts have their own staffs
and are particularly active. One of these,
Greater Vancouver, has reported some conflict
with the Province over specific projects.

The Province of Quebec has been divided into
12 regions, and each region has a regional health
and social services council (CRSSS). The region-
al councils began operation in 1972, their first
responsibility being to oversee the elections for
a provincially mandated reorganization of hos-
pital boards. The responsiblities of the councils
are conceived as evolving to include consider-

able authority over the regional medical and so-
cial service system.

Initially, the councils were involved in plan-
ning for emergency medical services, handling
consumer complaints about health services, as-
sisting institutions to establish common services
and group purchasing, and reviewing and com-
menting on individual institutional projects and
Department of Social Affairs’ statements of re-
gional and Provincial health and social service
priorities.

Beginning in 1976, the regional councils’
scope of authority was dramatically increased.
Quebec changed the basis for financing capital
(discussed below) and gave the councils authori-
ty over the expenditure of substantial funds.
Several of the councils, most notably that in
Montreal, have responded not only by review-
ing specific project requests, but also by devel-
oping more general mechanisms for reviewing
patterns of service delivery and encouraging
change. These efforts have generally been domi-
nated by hospital representatives sitting on a
separate commission within the council struc-
ture. The program of fiscal constraints and the
potential cost savings associated with consoli-
dating services, however, have helped the coun-
cils achieve some restructuring.22

Quebec’s regional councils are currently in-
volved in a major planning initiative mandated
by the Provincial legislature. This is an ex-
amination of the distribution of medical staff ex-
pertise and activities among teaching hospitals,
a two-phase project in which the councils are
working with the hospitals and universities and
in which the Quebec Ministry by law cannot
participate. The first phase has required the
university-affiliated hospitals to specify a
medical staff organization and identify the
range of services and expertise they have avail-
able. During the second phase, these plans will
be reviewed and recommendations will be made
concerning adjustments to the distribution of
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medical expertise and services, with concomi-
tant proposals for shifting staff.

The planning initiative in Quebec is being
pursued deliberately and with extensive par-
ticipation from all parties. Such an effort is vir-
tually inconceivable in any other Province.
Apart from the integrating effect of the medical
schools, one factor that makes this planning ini-
tiative possible in Quebec—and unlikely in
other Provinces —is the legal domination of hos-
pitals by the Quebec government. The passage
of legislation mandating a complete restructur-
ing of hospital governance in Quebec reflects a
level of acceptance of Provincial control that is
unmatched in other Provinces. Furthermore, in
Quebec, there has developed general acceptance
by both physicians and government of the legiti-
macy of negotiations between them regarding
not only insurance payment rates, but other
conditions of work. In other Provinces, the le-
gitimate scope of negotiation is often viewed as
more limited.

It should be noted that the initial development
of 12 councils with advisory power in Quebec
represented a weakening of a more extensive de-
centralization proposal. The original proposal
was for three regions with extensive authority to
determine institutional operating and capital
budgets. After considerable debate about
whether Provincial authority should be dele-
gated, a legislative compromise was reached.
Since then, the Provincial government has dele-
gated authority on an administrative basis.

A similar debate occurred in Ontario, where
district health councils are currently being
organized. In 1972, the Ontario Ministry of
Health was reorganized to achieve one goal—
the development of a capacity to develop inte-
grated community health delivery systems and
planning capacity. Central to the development
of such a capacity was the concept of local
bodies with extensive health planning and
health systems management responsibility that
would receive staff support and expertise from
the Provincial level. This concept became en-
meshed in a general Provincial debate on re-
gional government. Because the local organiza-
tions were not established, the Ministry was re-
organized again that same year to reestablish

centralized centers of activity. Since then, ef-
forts have been underway to establish district
health councils with advisory responsibiIities.
The first district council was established in
January 1974, and approximately 20 district
councils have now been formed.

There is no district health council established
in Toronto. Two hospital organizations share
what would be the council’s responsibilities—
the University Teaching Hospital Association
for university-affiliated hospitals, and the
Hospital Council of Metropolitan Toronto for
community hospitals. These organizations share
an executive director and staff. That hospital
associations are playing the role of district
health councils in the largest Provincial metro-
politan area, although not a comment on the
quality of work done by these organizations, is
indicative of Ontario’s attitude regarding the
importance of public participation (as well as
Toronto politics regarding the selection of ap-
propriate public representatives).

The district health councils in Ontario were
conceived of as providing advice in the areas of
personal health and hospital services, communi-
ty health services, mental health, environmental
health, and linkages to social services. Their
potential role as managers of the local health
system was left undefined, but they were to be
given considerable authority to review local
capital spending plans.

The Ontario Ministry of Health did not want
the councils to become bureaucratic, so it at-
tempted to avoid the development of extensive
staffs in each district. Each council has an ex-
ecutive director. To provide technical staff sup-
port and to provide contact points within the
Provincial government, the Ministry established
area planning coordinators and created area
health teams. The area teams consist of individ-
ual members of the staffs of each Ministry divi-
sion who have been assigned responsibilities for
specific districts or groups of hospitals.

Because of their involvement in other func-
tions, area planning coordinators have not
served as an effective bridge between the district
health councils and area health teams. The area
teams appear to have been effectively estab-
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lished, however, and are a major source of for-
mal organizational linkage across functional
lines. One effect of this has been to facilitate
hospitals’ access to the Ministry on the opera-
tional level by establishing clear contact points.

Ontario’s district health councils have not yet
assumed the full range of activities or role in the
system originally contemplated for them. They
are doing almost no planning separate from re-
viewing and making recommendations on serv-
ice and capital expenditure requests. Although
the Province has approved many of the changes
developed for Windsor, approving not only the
perinatal unit, but also development of two
chronic care units and the purchase of a new
computed tomography (CT) scanner, the guid-
ance the district health councils have received
from the Ministry on reviewing service and cap-
ital expenditure requests has been late—and be-
cause of the fiscal constraints, no action has
been taken on the councils’ recommendations.

Hospital Budgeting and the Diffusion
of Technology

As noted above, the hospital budgeting proc-
ess is the central process in which resource
allocation decisions are made. This process has
two components. One is establishing the oper-
ating budget for the hospital, which may con-
tain an adjustment to provide additional operat-
ing funds for new services or to staff new equip-
ment. The second is establishing the capital
budget, with provision for spending on plant,
fixed equipment, and movable equipment.

There is enormous variation in the methods
different Provinces use to provide funds for
capital investment. Part of the reason for this
variation is that the Federal Government has
not shared the cost of construction and fixed
equipment through the hospital insurance pro-
gram. Although separate funds have been avail-
able from the Federal Government for hospital
construction and construction to support medi-
cal education, the costs of plant and fixed equip-
ment have generally been Provincial responsi-
bilities. Movable equipment has been eligible
for cost sharing, and Provincial governments
have had the option of expensing grants each
year or paying depreciation.
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Almost no funds have been provided for
equipment projects and new services in Ontario.
The Province has approved acquisitions but
told hospitals that they will not have their
depreciation or operating expenses increased to
reflect the addition, a situation characterized as
“approved but not funded. ” Of the seven ap-
proved CT scanners in metropolitan Toronto,
for example, only two were funded by the Min-
istry. The remainder had to be funded out of
global budgets or philanthropy.

One exception, in terms of the provision of
capital funds, has been a program under which
the Ontario Ministry will provide 100 percent of
the capital funds for projects that will recover
their costs in operating fund savings within 5
years. The hospital’s operating budget, how-
ever, is reduced by the savings. To make it more
attractive, the program will be changed so that
if a hospital provides the initial capital funds, it
will be allowed to recover these plus interest,
and subsequent operating savings will be shared
on an equal basis between the hospital and the
Province.

In Quebec, until 1976, all capital funds were
provided directly by the Province. As part of
the 1976 delegation of authority to the regional
health and social services councils, there was
major restructuring of capital financing that
shifted some financing to the regional councils
and hospitals themselves. Until 1976, hospitals
had been reimbursed by the insurance program
at a standard ward rate. When patients volun-
tarily sought semiprivate or private rooms, they
would be charged separately for them. 25 In es-
tablishing hospital budgets, Quebec had used
the revenues from preferred accommodation
charges to offset the amount needed from the
Provincial hospital insurance program. Under
the restructured system, hospitals were required
to place 45 percent of these funds into a special
fund for capital expenditures. Another 45 per-
cent was to go to the regional council, and 10
percent went to the Provincial government to
redistribute to regions with less of this revenue.

25Blue Cross and other insurers remain active in a market for in-
surance covering these charges and other medical charges not
covered by the insurance program.

Hospitals in Quebec are expected to finance
minor equipment purchases out of the funds
generated by those preferred accommodation
charges or contributions. Construction and
other renovations under $1 million and pur-
chases of specialized equipment are to be re-
viewed by the regional council, and approved
requests are funded jointly out of the council
funds and hospital funds. The council can con-
tribute no more than 80 percent of the cost of
renovation of equipment and may in fact con-
tribute less, requiring the hospital to fund up to
the entire amount of the project itself.

Certain types of equipment purchases, al-
though they will be funded through the council,
must be approved by the Province. Included in
this category at one time were purchases of di-
agnostic radiology, therapeutic radiology,
nuclear medicine, data processing, laboratory
automation, and anesthesia and recovery equip-
ment. The category now includes only pur-
chases of computer applications and data proc-
essing equipment.

Construction projects over $1 million in Que-
bec are funded entirely by the Province. These
projects must be reviewed by the regional coun-
cil and approved by the Province. Funds needed
for the operating expenses associated with new
capital or service charges are also reviewed and
could be added to the global budget by the Pro-
vincial government. Over the past 4 years,
however, no additional funds were added.

General construction funds have been tight in
Quebec over the last several years. In 1975-76,
they were $42 million. The accommodation
charge generated an additional $20 million.
When the new financing system was put into
place, the Province estimated the amount that
was being spent on equipment and renovation
under $1 million (the expenditure classes to be
funded by these charges) and set the charges to
realize this level of revenue. The charges have
since been increased but there has been no sys-
tematic analysis of whether current changes
provide a sufficient level of funding.

Discussions with individuals in Quebec sug-
gest that the accommodation charge is provid-
ing only a marginal amount of funds. The 10-
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percent fund for reallocation has been inade-
quate and the Provincial government has aug-
mented it. The Montreal Council estimated that
it received $40 million per year in requests,
divided evenly between renovations and equip-
ment, of which it authorized $15 million and di-
rectly contributed $6 million to $7 million. It is
receiving $3 of special equipment requests for
every dollar it authorizes.

Limited funds have required Provinces and
regional bodies to establish priorities among
projects. A variety of mechanisms have been
employed. In Ontario, beginning with fiscal
year 1978, hospitals were asked to submit their
proposed capital projects and proposed new and
expanded services to the district health councils.
No guidance was provided to the councils on the
priorities they should employ for their review.26

In addition to this lack of guidance on priorities,
the councils received no information from the
Province specifying which projects from the
previous year, if any, had been funded and
which should be reconsidered in the current
year. Because of these problems, for fiscal year
1981, the University Teaching Hospital Associa-
tion refused to carry out a priority-ranking
process for new and expanded programs.

The Province of Ontario has expressed con-
flicting attitudes on the degree of autonomy the
district health councils will have. On the one
hand, it has reserved the right to change the
priorities coming from the district councils.
Along this line, Provincial staff indicate they
have developed their own priority-ranking sys-
tem, including a set of numerical weights that
applies to project ranking. This system has not
been shared with the district councils or Provin-
cial hospitals, but its general shape can be sur-
mised from the guidance the Province has given
the districts. The guidance on capital spending
established 10 project categories: 1) correction
of hazards, 2) conversion from active treatment
to chronic care, 3) regional bed shortage, 4) im-
provements in services, 5) consolidation in serv-

ices, 6) investments that reduce operating costs,
7) cancer treatment services, 8) crippled chil-
dren’s services, 9) energy-saving investments,
and 10) other. Priority was to be given to proj-
ects in the first, third, and sixth categories.

Although the Province has reserved the right
to change district health councils’ priorities and
has established its own ranking system, how-
ever, Provincial staff indicate that, in reviewing
the councils’ priorities for funding in 1979-80,
they selected the top three to five projects from
each council in order to assure that the top
priorities from each would be represented, and
then established a ranking among these. Indeed,
no one contacted in the Ministry or hospital
community cites any case in which district
council priorities have been modified. There is,
however, one footnote to this priority-setting
exercise. For 1979-80, no new funds were made
available for new or expanded services, so all
projects approved in that year, regardless of
rank, had to be funded out of individual institu-
tions’ global budgets.

In Quebec, because of the local council fund-
ing and institutional autonomy over spending
on specific activities, the arrangements for
establishing priorities are different from those in
Ontario, but their effect is comparable. Having
received guidance from the regional council on
its funding priorities, hospitals submit their
equipment and renovation priority lists to the
council. In Montreal, the lists are initially
reviewed by a commission within the council
consisting of two representatives each of the
medical schools, teaching hospitals, community
hospitals and chronic hospitals, and one repre-
sentative of the psychiatric hospitals. This com-
mission makes the final decisions within the
council on projects under $100,000. For projects
over $100,000, the commission makes recom-
mendations, but the council makes the final
decisions.

The commission within the Montreal council
has conducted or sponsored studies on a variety
of issues. These have ranged from mundane but
economically costly issues of storm window re-
placement in hospitals to a review of regional
nuclear medicine facilities to determine which
departments would be allowed to update their
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equipment. (Following the nuclear medicine
study, the council arranged for group purchase
of equipment at a discount. ) The priority-setting
process during the first 2 years of its operation
was reported by some participants to be ex-
tremely disordered and inequitable, in part be-
cause of council weaknesses, in part because the
hospitals failed to set priorities effectively.
There was a feeling that the process had im-
proved, however, and that despite the low pro-
portion of funded projects to total requests, the
hospitals were substantially satisfied with the
results.

As in Ontario, the Quebec government re-
serves the right to change recommendations
from the regional councils. There have been
only a few cases in which it has exercised its
right, partly because the councils have par-
ticipated in the process by which the planning
parameters were set.

In closing this discussion, two outstanding
issues should be noted. The first is that the lack
of new program funds has been a major prob-
lem for Provincial hospitals. Despite discussion
of changes in the reimbursement system, the
global budgets of most hospitals have remained
substantially unadjusted for several years, and
in real terms, the base has in fact declined. This,
more than the capital limits, has affected the in-
stitutions’ capacities to mount new programs.
Although the lack of funds has encouraged in-
ternal economies, service adjustments, and con-
solidation of service as a means of coping with
tight resources, it has also prevented some con-
solidations by not providing a structure for
shifting resources to hospitals that have received
the consolidated programs.

The second issue is that the Provinces have
not developed a long-term basis for determining
the level of resources in health care. Indeed, a
global approach to this problem is not neces-
sary. Some Canadians, for example, decided
that, in light of perceived excess capacity and in-
efficiencies and in view of other Provincial pri-
orities, funds to the health system would be re-
stricted. They did not attempt to determine the
optimal level, but instead began reducing serv-
ices at the margin. Although this approach is
reasonable, as implemented it suffers from the

lack of any assessment of the marginal impact of
these decisions.

Those in Canada regularly point out that
decisions concerning the health system, par-
ticularly resource decisions, are political. The
introduction of assessment methods would not
change this. By highlighting the effect of the cur-
rent decisions, however, it might inform judg-
ments concerning how these decisions should be
modified in the future. There is the risk for
government that such evaluations, if public,
would fuel pressures for higher spending. The
Provincial governments are sensitive to constit-
uent pressures on these issues, and several in-
dividuals in Ontario and Quebec reported in-
creasing public pressure to expand resources in
the health sector .27

If decisions are made to increase the capital
funds available to the health sector, the formal
systems for establishing priorities to allocate
these funds appear to be in place in these Prov-
inces. Until now, however, especially in On-
tario, constraints have been so tight that choices
among priorities have been more formal than
substantive. One question confronting these
systems is whether they can in fact operate in an
environment of real allocation decisions, or
whether the increased funds and greater rele-
vance decisions would generate a higher level of
conflict than the systems could absorb. Related
to this, a second question is whether Provinces
can marginally increase the level of investment
and cost growth, or whether, unable to do this,
they will move from famine to feast as they
moved from feast to famine in the early 1970’s.

Hospitals’ Responses to Investment
and Service Constraints

The fiscal constraints in general, and capital
and service constraints in particular, have sig-
nificantly changed the environment in which
hospitals operate. Hospitals have reacted to this
in a wide variety of ways, some supporting pub-
lic policy, some attempting to undercut it. Five

27 The front page headline in the July 24, 1979 Toronto Star, for
example, played to public concerns by announcing “Our Hospital
Nightmare: You Could Die Waiting. ” The next day, the Health
Minister’s response was headlined “I’ll Fight for Needy Hospitals—
TimbreIl. ”
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aspects of hospitals’ responses in the technology
area are particularly notable.

First, in addition to attempting to achieve
greater efficiencies to adjust to the constraints
and create internal funds for capital and service
expansion, hospitals have tightened the man-
agement of their capital and operational budget-
ing system. To respond both to the overall con-
straints on available funds for capital and new
operating expenses and to the requirement that
they present formal lists of priorities to regional
bodies, hospitals have had to define their pri-
orities clearly.

One approach that hospitals have used to de-
fine priorities has been to establish budgeting
committees that include physicians from the
major departments, such as medicine, surgery,
radiology, and pathology. Such committees
change the decisionmaking process from one in
which the hospital’s administrators must res-
pond to departmental requests individually to
one in which the competing claims on limited re-
sources are reviewed and resolved in discussions
that include physicians representing the differ-
ent interests. Thus, the establishment of hospital
budgeting committees represents a major reor-
dering of decisionmaking in these institutions.
Among its effects are to reduce staff alienation
from the budgeting process, to broaden the
range of the expertise and perspectives brought
to bear in assessing relative priorities, to enable
more effective challenge of planning assump-
tions and project justifications, and sometimes
to generate unexpected solutions to problems. A
main force assuring the effectiveness of such
committees, however, is the reality of the exter-
nal constraints.

A second element in the hospital response has
been an increasing acceptance of service consoli-
dations and shared-service arrangements. The
obstetrics and pediatrics consolidation in Mon-
treal and Windsor have already been noted.
Other examples that are cited by Canadians are
arrangements for the shared use of a CT scanner
by radiologists at Toronto General Hospital and
Mount Sinai Hospital (these facilities are across
the street from each other) and a similar shared-
use arrangement between the anglophone
McGill-affiliated Jewish General Hospital and

francophone University -of-Montreal-affiliated
Hotel de Notre-Dame. Also cited is a growing
interest among hospitals in referring highly
specialized laboratory tests to other hospitals
rather than duplicating the capacity. Efforts in
Hamilton, Ontario, where hospitals have devel-
oped an in-common laboratory and agreed to
consolidate special services such as neurosur-
gery, cardiac surgery, and burn treatment at in-
dividual institutions, represent a notable exam-
ple of this.

Within this small but growing movement
toward consolidation, the medical schools have
played mixed roles. There is general acceptance
in Canada that highly specialized services
should be centralized at teaching hospitals, but
the medical schools have varied significantly in
the degree to which they have acted to try to
achieve coordination of services among their
teaching affiliates. McGill and Laval in Quebec
were cited as examples of schools which had ac-
tively promoted coordination and consolida-
tion. The University of Toronto and University
of Montreal were noted to be far less involved.
An area of fruitful future inquiry would be to
understand the factors that have led to these dif-
ferences.

A third element that can be noted among
some Canadian hospitals is a renewed growth in
philanthropy and private development cam-
paigns. Several hospital administrators view ef-
forts in these areas as increasingly important;
they consider it a major need and challenge to
explain to the public why, even with a govern-
ment insurance program, private contributions
are necessary. Philanthropy has made acquisi-
tions possible when government funds were not
available. In Quebec, for example, funds for all
CT scanners in the Province were made avail-
able either by private philanthropists or from
hospital endowments. Purchases in Quebec
were all made with Provincial approval. In On-
tario, by contrast, not only approved scanners
were purchased with philanthropic funds, but
several unapproved scanners, as well.

The fourth notable element of hospital re-
sponse is the acquisition of unauthorized equip-
ment. Such acquisition has occurred primarily
in Ontario, where in Toronto, for example,



there are three unauthorized CT scanners. Simi-
larly, it was reported that when this Province
delayed decisions on ultrasound equipment,
many hospitals simply purchased it. The situa-
tion in Ontario in part reflects the fact that since
hospitals were being asked in most cases to fund
such purchases out of their global budgets with
no increase in funds, obtaining approval offered
no financial advantage. It also reflects hospitals’
belief that certain services are critical to main-
taining quality and staff. (The hospitals with the
unauthorized CT scanners have referral neurol-
ogy and neurosurgery services. ) Finally, it re-
flects their belief that the Province will not at-
tempt to discipline or penalize the hospitals that
make unauthorized purchases. The Province of
Ontario has never ordered a hospital to sell off
or discontinue an unapproved service, and po-
litical pressures might make such an order infea-
sible. Furthermore, the Province continues to
pay radiologists the professional component of
their fees, and this practice further undermines
belief in the Province’s will to crack down.

Individuals in Quebec indicated that in that
Province a similar situation involving the ac-
quisition of unauthorized equipment was ex-
tremely unlikely, because the Provincial gov-
ernment has previously demonstrated consid-
erable willingness to deal aggressively with hos-
pitals, and because regional councils’ control
over renovation and equipment funds provides
a clear disciplinary mechanism.

Finally, a fifth element of hospitals’ response
is represented by hospitals’ attempting to shift
expenses from their global budget outside to
other aspects of the health insurance system. As
part of their constraint programs, Ontario and
Quebec stopped adjusting hospital outpatient
budgets for higher volume. (In Ontario, how-
ever, the Province has given slightly higher
across-the-board budget increases to the outpa-
tient budget than the inpatient budget. This is
intended to encourage and promote shifts from
inpatient to outpatient care. ) One institutional
reaction has been to refer ambulatory patients
to nearby private physicians for tests that will
be covered under the medical insurance pro-
gram, These referrals have generated some in-
terest among physicians in developing noninsti-

tutional nuclear medicine facilities. Efforts to
expand the reimbursement in the medical insur-
ance program to cover these facilities have been
resisted.

Professional Fees and the Issue of
Freestanding Units

The process by which professional fees are set
was described in the section on the health care
system in Canada. Several people involved in
the fee-setting process were sensitive to the issue
that fees can create incentives for higher utiliza-
tion or abuse of services. To some extent, this
pressure is countered by the general concern
within the medical societies that incomes by spe-
cialty be equalized, and by the existence of one
interspecialty group that reviews the relative
fees for new procedures.

The Ontario Medical Association indicated
that, as a general rule, it tries to set an initial fee
that is based on the recognition that as the pro-
cedures become more routine, there will be less
physician effort. It also identified some proce-
dures, such as chronic dialysis, for which the
original fee was reduced, and others for which
the fee increases were kept below average until a
more appropriate relative value was reached.

As noted above, the fiscal constraint program
has led to some interest among Canadian physi-
cians in developing freestanding units for such
services as CT scanning, nuclear medicine, and
ultrasound. The principal Provincial control
over this private proliferation of high technol-
ogy is the fee system, since unless there is a tech-
nical component to the fee as well as a profes-
sional component, the Provinces will not reim-
burse equipment and technician costs. In gener-
al, Provinces have held the line against such
freestanding units.

It can be argued that the development of free-
standing units should not be resisted because
such units can better respond to outpatient
needs and may operate more efficiently. For the
Provinces to allow this development, however,
they would have to be assured that inappropri-
ate utilization could be prevented and that the
insurance programs would realize some of the



financial benefits of a shift of diagnostic services
to an outpatient setting.

Utilization Controls

Utilization controls in the Provincial insur-
ance system are limited. Most focus on outpa-
tient care and are designed to identify fraud or

SPECIFIC TECHNOLOGIES

The preceding sections of this chapter have
attempted to present an overview of the man-
agement of medical technology in Canada, in-
cluding the issues being addressed in the system
and the formal and informal processes involved
in making the technology decisions. In this sec-
tion, an effort is made to shed additional light
on the earlier discussion through examinations
of specific technologies. The reviews presented
are not comprehensive, but do provide informa-
tion on the number of units, basic planning ap-
proaches, and Provincial experiences that il-
luminate the technology management process.

CT Scanners

The original Federal-Provincial guidelines for
special care units did not address CT scanners.
In March 1977, a member of the Federal-Provin-
cial working party drafted a report on CT scan-
ning citing the EMI standard of one unit per
500,000 population. A definitive standard was
not attempted, however, because it was felt that
changes in the technology would quickly out-
date it. Although an interim report was pre-
pared, the working group recommended that,
because CT scanning technology had raised a
number of issues in radiology and nuclear medi-
cine, the report not be issued and that a national
symposium on diagnostic imaging be held. A
symposium took place in October 1978. Since
that conference, a group has been working on a
draft guideline on CT scanning, and it was
scheduled to complete this work in May 1980.

The delay in Federal-Provincial guidelines left
the Provinces to address the issue of diffusion.
Most Provinces adopted an initial standard of
one unit per 1 million population or one per

high-billing physicians. Similarly, the in-hospi-
tal review systems run by the Provinces are lim-
ited. Despite the fact that the global budget in-
centive is to reduce length of stay and unneces-
sary admissions, many Canadians believe that
current hospital utilization is unnecessarily
high, and some hospitals have therefore begun
implementing internal review programs.

100,000 population. In 1978, there were 20 to 25
units in Canada. Among the major unresolved
issues for the Provinces in addressing the diffu-
sion of the technology are: 1) how to reconcile
the population and volume-based projections of
units with patterns of neurological and neuro-
surgery practice and the demands for scanners
at hospitals providing these services, 2) how to
assess the relative utility of this CT equipment
vis-a-vis other services, and 3) how to assess the
utility of a whole-body scanner relative to a
head scanner. In general, while attempting to
obtain answers for these questions, most Prov-
inces have moved conservatively, but not dog-
matically, in limiting CT scanner services.

Ontario had 17 authorized scanners as of Jan-
uary 1, 1979. As of that date, three had not been
installed. The pattern of authorized expansion
of scanner services was as follows:

Total authorized scanners
1974 ......., . . . . . . . . ... , 1
1975 . . . . . . . . . . . . . . . . . . . . 2
1976 ..., ... , . . . . . . . . . . . . 6
1977 . . . . . . . . . . . . . . . . . . . . 8
1978 . . . . . . . . . . . . . . . . . . . . 10
1979 . . . . . . . . . . . . . . . . . . . . 17

Recently, a joint Ministry /Ontario-Medical-As-
sociation committee revised the criterion to one
per 500,000 population and recommended add-
ing several additional scanners. Five of the ap-
proved scanners are located in Metropolitan To-
ronto. Two of these have restricted use—one at
the Hospital for Sick Children, the other at the
Princess Margaret Hospital, which is the Pro-
vincial cancer center. As noted above, in some
cases, patterns of sharing CT scanners have
developed.



In addition to the approved scanners operat-
ing in the Toronto area, there are three unau-
thorized scanners. Unauthorized scanners have
developed in Ontario for several reasons:

● Only two of the approved scanners in the
Toronto area were funded by the Ontario
Ministry; the others had to be financed out
of global budgets, The hospitals that in-
stalled unauthorized scanners were there-
fore at no more financial risk than the hos-
pitals that installed approved scanners.
Furthermore, one unauthorized scanner
was donated and the benefactor guaranteed
that operating expenses would be met; a
second scanner was purchased used, there-
fore at reduced cost.

● Hospitals expect that at some point the On-
tario Ministry will pick up the operating ex-
penses on the unapproved scanners.

● With the Ministry considering hospital
closings or definitions of hospital roles,
possession of a scanner is viewed as impor-
tant in terms of allowing an institution to
remain in the forefront, Hospitals believe
their position in a restructured system will
be based on the equipment and services
they offer —regardless of whether the
equipment and services have been ap-
proved.

. Ontario continues to reimburse radiologists
for the professional component of their fees
for CT scanning even at unapproved scan-
ners, thereby making use of these scanners
attractive to radiologists.

. Scanners are attractive to hospitals in terms
of maintaining physician staff loyalty. Un-
like cardiac surgery, a service which re-
quires a cardiac surgeon, scanning is a ba-
sic diagnostic technique that many physi-
cians want to have available.

The Ontario Ministry’s actions toward unau-
thorized scanners in Toronto have been incon-
sistent. The three hospitals with unauthorized
scanners were ordered to set up a separate cost
center for the scanner and segregate the costs
associated with it; the hospitals complied. Re-
portedly, CT scanner expenses are being ex-
cluded from their global budgets. (One hospital
with an unauthorized scanner announced that it

would make referral scans from other regional
hospitals available free of charge. Since the hos-
pitals with approved scanners in the city are
charging for referral scans, this was seen as one
way of creating pressure on the Ministry. )
When one hospital with an approved scanner
had to close its scanner for several months and
contracted with a hospital with an unapproved
scanner to provide scanning services, however,
the Ministry sought an amendment to the Pro-
vincial law establishing scanners at specific
hospitals to permit reimbursement to the hos-
pital with the unapproved scanner for the provi-
sion of scanning services of the approved
hospitals.

There is reported to be a 2-month backlog for
outpatient referral scans in Ontario. One ob-
server thought that this backlog was an artifact
resulting from inadequate operating funds for
the scanners. Noting that many scanners are op-
erating only 8 hours a day because of staff limi-
tations, that observer suggested that the backlog
could be significantly reduced or eliminated if
the scanners were operating for longer periods.

Quebec has maintained tight control over
scanners. There are only seven units in the
Province, with two on order. The Montreal
Neurological Institute has two—one head, one
body. Of the remaining units, all are body scan-
ners. There are procedures for referral and shar-
ing among hospitals. The pattern of scanner ex-
pansion in Quebec has been as follows:

Head Body Total scanners in use
1973 ., . . 1 0 1
1974 . . . . 1 0 1
1975 . . . . 1 0 1
1976 . . . . 1 2 3
1977 . . . . 1 4 5
1978 . . . . 1 6 7

After receiving requests for three additional
scanners, the Province conducted a general re-
view of its policy. Officials felt particularly
uneasy regarding two questions—the relation-
ship of scanning to other diagnostic services and
the true utility of the whole-body scanner. Que-
bec has therefore decided to limit the scanners in
the Province to the current units and will not
consider adding to these units until the six have
an average annual volume of 2,800 examina-
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tions each, and a rigorous evaluation of scan-
ning from both a health and economic perspec-
tive is completed, either in Quebec or some
other location. Both Ontario and Quebec are
considering sponsoring such an evaluation.

Renal Dialysis
Federal-Provincial guidelines and assessments

of renal dialysis place it in the overall context of
treatment of end-stage renal disease. Those doc-
uments place an emphasis on home dialysis to
maximize autonomy, and on kidney transplants
as a major service that should be available.

The Federal and Ontario planning guidelines
call for a hospital-based unit to support 25 to 50
new patients a year, a planning estimate that re-
quires approximately six beds (9). The original
Federal guidelines state that the program should
be based on a population of no less than 1 mil-
lion and that “depending upon criteria for selec-
tion and the aggressiveness of the case-finding
programs, this population base may be expected
to yield at least 25 new cases per year, and pos-
sibly many more” (9). The guidelines further
note (9):

If the treatment were wholly successful, the
program would obviously grow until patients
began to die of old age, or other causes. Assum-
ing a death rate of 10 percent per annum of those
at risk, a program based on 25 new patients per
annum would increase to a total of more than
200 patients in 15 years and would not stabilize
until 250 patients were on treatment.

A revised Federal-Provincial Guideline on Re-
gional Renal Failure Programs has been com-
pleted and is awaiting publication. The revised
guideline expands the discussion of renal trans-
plantation and organ retrieval requirements.

In 1979, Ontario had 10 hospitals with inpa-
tient dialysis units. Sixteen hospitals, including
some with important programs, provided home
dialysis. In the period from April 1, 1978 to
March 31, 1979, 9,394 outpatients and 1,854 in-
patients received dialysis services. There were
201 transplants.

The Quebec planning documents analyze the
current dialysis and transplant programs in the
Province and call for specific changes (12). In

1978, there were 16 hospital-based chronic di-
alysis units, with 97 dialysis machines. There
were three acute dialysis units in other hos-
pitals. All of these were inpatient based; there
were no outpatient dialysis units (12). Three
other centers provided for home dialysis and
had 52 dialysis stands. There are six hospitals
in Quebec doing approximately 125 transplants
a year.

Quebec’s dialysis goal established in 1978 was
to increase the proportion of home dialysis from
20 percent to 30 to 40 percent by 1981, a figure
comparable to rates in Ontario, the United
States, and Europe. This was to be done by ex-
panding the efforts of the three centers for home
dialysis. Outpatient dialysis was to be substi-
tuted for inpatient dialysis, with one center
serving as a pilot project. The existing hospital
units were viewed as sufficient, particularly if
home dialysis and outpatient dialysis were de-
veloped. Transplants in Quebec were projected
to increase to 145 in 1981; the six transplant
units were viewed as sufficient to meet this de-
mand. Indeed, by some planning standards,
that is more than the number of transplant facil-
ities needed, but the Province announced as pol-
icy a decision not to seek a regrouping of the
current centers. In short, the Provincial plan
called for shifts in the modes of treatment for
end-stage renal disease, but no regrouping of the
hospitals providing these services.

Since Quebec’s planning was completed, the
demand for dialysis services has increased. Cur-
rent facilities are, by general agreement, satu-
rated. The Province has not yet determined
whether the prevalence of end-stage renal dis-
ease is increasing or if indications for dialysis
have changed. It seems prepared to meet the
needs imposed by the unexpectedly high de-
mand, but views home dialysis and outpatient
dialysis as the areas to emphasize.

Cardiac Surgery

Coronary bypass surgery has been increasing
in both Ontario and Quebec. In Ontario, in
1977, there were 1,675 reported cardiac revas-
cularization procedures; in 1978, this number
grew to 1,947. In Quebec, in 1977, there were
1,678 bypass procedures and 2,412 other open-
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heart procedures; in 1978, there were 1,891 and
2,690, respectively. A study of the effect of the
surgery in Quebec showed that of those receiv-
ing the surgery, 55 percent returned to activity
but 45 percent did not. The increase in this sur-
gery was noted in both Provinces, but in neither
Ontario nor Quebec was the increase viewed as
a major problem.

More concern was expressed over the appro-
priateness of the distribution of cardiac surgery
units and the quality of care they render. Im-
plicitly, it is assumed that appropriate controls
on the proliferation of units will control mar-
ginal surgery. The appropriateness of care at es-
tablished units has been the subject of several
studies in each Province.

In Ontario, the problem has been treated pri-
marily as a quality issue. Along this line,
guidelines have been established for a minimum
of 150 operations per year per unit; a staff of
two surgeons, two cardiologists, and 24-hour
coverage by residents or others; and affiliation
with a health sciences center. The guidelines in
use were reviewed and revised by a 1973 task
force on cardiovascular surgery. The task force
consisted of three surgeons, two internists, a
pediatrician, and three Ministry of Health staff.
It recommended the closing of one unit in Wind-
sor and the establishment of a second unit in
London. Both these recommendations were
followed,

Currently, there are 10 hospitals in Ontario at
which cardiac surgery is performed; 4 are in
Toronto. Only one, at Sudbury, is not a teach-
ing hospital. The Sudbury unit was established
in 1967, and its performance has been closely
monitored. A 1976 task force reviewed its per-
formance, complication and mortality rates,
and approved the continuation of surgery there
for 2 years, but recommended that the team stop
elective valve surgery. Several other units with
low volumes are also examining the referral of
elective valve surgery.

A task force on cardiovascular surgery in
Toronto that will soon complete its work is ex-
pected to report that facilities there need to be
upgraded. If this task force follows the pattern
set by others, it will also have specific recom-

mendations for each unit concerning the defi-
ciencies that should be addressed. A conclusion
by this task force that services need to be ex-
panded or upgraded will create pressures in the
Province for additional spending.

In Quebec, there are currently 11 cardiac sur-
gery units. Cardiac surgery has been the subject
of three task force reports by the Province. The
first task force, consisting of cardiac surgeons,
was appointed in 1970 or 1971. Its report justi-
fied the existence of each cardiac surgery unit in
the Province, including two with workloads
well under 100 operations per year. One impact
of this report was to increase the Ministry of
Social Affairs’ distrust of the medical communi-
ty, discouraging for several years the use of
practicing Provincial physicians on government
studies of medical services.

The most recent study was completed by a
task force chaired by a McGill University car-
diologist and former dean of the medical facul-
ty. That report set out criteria for evaluating
units, but made no recommendations on wheth-
er specific units should be closed. On the basis
of that report, the Quebec Ministry sent letters
to two hospitals requesting that they terminate
their cardiac surgery activities. One hospital ter-
minated this service. At the other, two addi-
tional surgeons were recruited, and the rate of
surgeries went up over the 100-per-year level.

Radiotherapy

The situations regarding radiotherapy are
substantially different in Ontario and Quebec.
In Ontario, the expansion of radiotherapy has
been strictly controlled. The Canadian Cancer
Treatment Foundation, a nonprofit organiza-
tion with Federal, Provincial, and voluntary
support, conducts a cancer research program
and has been given responsibility for coor-
dinating treatment within the Province. In the
treatment area, it operates seven treatment
centers in the Province. Radiotherapy and im-
plants are centralized at five centers. Other
hospitals may do chemotherapy, surgery, and
limited implants.

The Canadian Cancer Treatment Foundation
has always budgeted its own centers, including
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selecting and purchasing equipment, and is not
reimbursed on a fee-for-service basis by the in-
surance programs. The foundation has usually
had a tight limited budget, so it has tended to
impose internal budgeting constraints. The On-
tario Ministry is not involved in reviewing its
budget, but is convinced that the foundation has
handled its resources well. The Canadian Can-
cer Treatment Foundation has been a major co-
ordinator of cancer treatment facilities in
Ontario.

In Quebec, as of March 1977, there were nine
hospitals with megavoltage radiotherapy serv-
ices (most with orthovoltage equipment as well)
and one hospital with orthovoltage equipment
only. Three of the hospitals offering megavol-
tage services were outside the Montreal region,
the rest within it. Of the megavoltage equip-
ment, 19 of 25 pieces of equipment were cobalt
60 units. There were eight linear accelerators.
After reviewing the number and quality of ra-
diotherapy units in the Province, the Quebec
Ministry ‘concluded that there was sufficient
capacity in the area outside of Montreal to meet
the projected needs of new patients there. No
additional centers or equipment were to be au-
thorized there. (Subsequent to arriving at this
conclusion, the Ministry reconsidered the as-
sumptions it had made regarding the utility of
existing orthovoltage equipment; it has not yet
published a modification of its conclusions. )

In Montreal, the Ministry concluded ‘that
some units were underutilized, others operating
at full capacity. It called for a reorganization of
radiotherapy units to consolidate them into
units that would be able to better handle the
service demands and to regroup staff medical re-
sources to upgrade both medical education and
treatments. The plan for this reorganization was
to be developed in consultation with the region-
al council and the universities, and a survey and
analysis by the regional council are underway.

Clinical Laboratory Equipment
and Automation

Detailed information was not available on the
number and distribution of automated labora-
tory equipment in either Ontario or Quebec.

Neither Province has formal policies regarding
the appropriate equipment levels in laboratories
or points at which automation should be al-
lowed. Prior to the creation of regional review
bodies, decisions regarding both were made by
the equipment specialists in the institutional
units of the Provincial Ministries and were in-
fluenced by the relative availability of funds. As
a result, until the fiscal constraint program was
introduced, most projects that were even mar-
ginally justified were approved. One study done
in Quebec estimates that laboratory facilities are
used at approximately 64 percent of capacity.

The fiscal constraint program has introduced
additional discipline into the system, although
noneconomic decisions continue to be made.
With few new funds available to pay for addi-
tional equipment, facilities have been reviewing
their needs more closely. The equipment spe-
cialist in Ontario reported that hospitals have
slowed their purchases of new equipment and
have been retrofitting or replacing modules in
autoanalyzers to upgrade the equipment. The
limited budgets encourage automation where it
is less expensive, and in Quebec, unions are
becoming concerned with the threat of automa-
tion and job reductions encouraged by the con-
straint program.

Another accommodation that has emerged is
the development of in-common laboratories, in
which hospitals share the expense of joint facil-
ities for some tasks. The lab in Hamilton has
been held out as a successful model. The Toron-
to in-common laboratory, however, has not
been a success. This laboratory was reported to
have management difficulties. In addition, a
major function the Toronto laboratory was
serving was to identify laboratory capacity for
specific procedures in individual hospitals and
to arrange for transportation of samples from “
other hospitals that needed those tests; once the
network was established, the laboratory orga-
nization was not necessary to manage the proc-
ess. In both Quebec and Ontario, there is resist-
ance to the network concept, and activities to
develop networks remain limited.

The introduction of the regional councils into
decisionmaking on this equipment has added
another element to hospital decisionmaking. In
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Ontario, the Province requires requests for all
pieces of laboratory equipment over $5,000 to
be reviewed by the local council. In Toronto,
this requirement has led to the creation of an
Advisory Committee on Laboratory Services
made up of pathologists from each of the major
hospitals. The committee has functioned rea-
sonably well, in part, because it has also become
a source of consulting expertise to the individual
hospitals. Pathologists are able to share their ex-
periences with specific equipment and to direct
individual hospitals away from equipment with
which they have been dissatisfied or which does
not really meet their need. There has been some
opportunity to review programmatic needs, but
this has been less systematic and effective than
the sharing of experience on specific equipment.

CONCLUDING REMARKS
This review of the management of medical

technology in Canada underscores several as-
pects of this issue as it has developed in that
country. The first is that there is no separate
medical technology policy. The factor that has
influenced the introduction and expansion of
technology is the overall level of funding of hos-
pital services. The funding level, in turn, has
been determined in a political context in which
health services have been in competition for re-
sources with other government programs and
with the private sector. Capital spending has
been limited and new technology rationed, but
only because of these general constraints—not
because of programs specifically designed to
limit new investments.

A second aspect of the experience of Ontario
and Quebec is the general acceptance of the le-
gitimacy of resource decisions being made in the
public sector. There is conflict over the level of
funding, but for the most part hospitals and the
public accept the government’s role in determin-
ing it. There are exceptions to this, however.
The most notable example is evidenced by the
existence of unapproved CT scanners in Toron-
to. Another is evidenced by hospitals’ increasing
efforts to review and expand philanthropy. Sig-
nificant constraints on hospital financing have

The consultation is not completely successful. A
survey of hospitals in the Toronto area revealed
that these hospitals purchased many items of
equipment whose purchase had been recom-
mended against.

In Quebec, although final approval of labora-
tory equipment is at the Provincial level, the
regional councils review and advise on pur-
chases. As a result, and given the involvement
of hospital administrators in this review, com-
parable opportunities for commenting on equip-
ment choices and programmatic needs exist. Re-
spondents could cite only one case in which a
piece of equipment was obtained after a nega-
tive recommendation.

been introduced only over the past 7 to 8 years,
and it remains to be seen whether augmentation
of government funding represents a permanent
new feature of the financing system or is a short-
term reaction that is part of a period of adjust-
ment from times of generous to times of more
restrictive levels of public funding.

A third aspect of the Canadian experience is
the role that medical schools have played as in-
tegrating forces in consolidating services. That
role has been facilitated by the apparent accept-
ance in Canada of a hierarchical relationship
among university-affiliated hospitals and be-
tween university-affiliated and community hos-
pitals. In the United States, where similar hier-
archies do not exist, community hospitals are
often in competition with teaching hospitals for
new technology and sophisticated services.

Finally, it should be noted that the fiscal con-
straint program has had an influence on the de-
cisionmaking processes in hospitals, a situation
that must exist if any long-term changes in the
hospital system are to occur. Among the most
notable changes is the structured involvement of
key members of the medical staff in the internal
review and evaluation of alternative uses of cap-
ital funds. The medical community is increas-
ingly participating in establishing priorities for
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capital spending by hospitals and appears
accepting responsibility for the impact of
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