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Moderator A. David Pelletier: This is the Open Forum #3 session on Health Care Issues so, if you want to be in something
else, you are in the wrong place. Welcome to our session. You just heard our guest speaker this morning, Senator
LaPierre, who gave a very interesting perspective on the whole health care issue in the Canadian context.

What we are doing in this session now is talking about it from an actuarial perspective, talking about the roles that
actuaries can bring to the table, dealing with some of these issues in Canada so that, instead of having useless reports,
we have something that is of more value to Canadians.

We will be having two speakers from our profession. I want to introduce them both at this point. Then, we will have
one of them speak, followed by the other one, following which we will have any quick reaction from Senator LaPierre,
following which it will be your turn to make any comments.

Our first speaker will be Claude Ferguson. Claude is an actuary and a Fellow of the CIA. He is in charge of Research
and Development for the Québec Blue Cross. He has been working in the area for 20 years. Prior to joining the Blue
Cross, he worked in the sales and marketing areas with a series of other group carriers, mostly in the province of Québec.
He has also been involved in various think-tanks over the years, looking at the whole group insurance underwriting
question, especially as it affects the Québec market. He was involved, and is still involved, in our Committee on Health
Care Practice. He was involved in making two of the submissions that we made in the last year or two, one to the Kirby
Committee and the other to the Romanow Commission. So he will be our first speaker.

Following Claude, we will have Gery Barry speak. I erred slightly in our plenary just now when I said that we had
two of our members speaking. In fact, Gery is an actuary, but he is an American. He has been in Canada now for three
or four years so he is an FSA. We have not yet talked to him about becoming an FCIA, but we are going to work on
that. Gery is President and CEO of Liberty Health. He is also Chief Agent in Canada for the Liberty Mutual Insurance
Company. Prior to joining Liberty, he worked for 23 years with Aetna in the States and finished up there as Vice-
President of National Operations for the Aetna Health Plan Operation, as well as being Vice-President for National
Accounts. As I mentioned, Gery is an FSA. He has also been involved with some various Boards of Directors of non-
profit organizations in the Toronto area. I should warn you: Do not let him talk any of you into playing bridge for money
against him because you will find that he is very, very good. So, first of all, we will call on Claude.

Panelist Claude A. Ferguson: Good morning, everybody. Thank you for being here. Now, you have heard Senator
LaPierre raise some of the most pressing issues that we are facing with Medicare. I would like to raise a few more of
those issues for discussion, but, this time, I would like to take the perspective of a member of a professional organization,
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an organization of actuaries who obviously would like to play a little more of a leading role in the analysis of the Medicare
plan.

As you probably have noticed, there are many experts out there who want to talk about what goes wrong and what goes
right with Medicare. Unfortunately, seldom are actuaries involved. They are not there to address some of the issues or
probably to suggest options that would be available to make that plan work more efficiently. Why is that? I know that
it may sound a little bit self-serving to ask for actuaries to be more involved in managing Medicare, but, on the other
hand, it seems to me that the actuarial expertise is pretty well established in terms of managing insurance plans. It is
a little surprising. It would have to be natural to expect that actuaries would be involved in managing Medicare.

The fact that Medicare is managed as a government program certainly made it less necessary for health authorities to
involve actuaries in managing the plan. Basically, the program is duplicated in each previous year’s budget, plus some
kind of cost of living allowance (COLA) clause obviously to make ends meet every year. It is not a surprise then that
actuaries have not been that much involved in managing those plans because it is more day-to-day operations, rather
than taking a long-term perspective. Thus, our professional value is probably not well known or understood. I think
that we have to make our way in to sell or to make a business case of hiring more actuaries in managing Medicare.

So the reality is that we are the outsiders trying to get in. We would like to have something to say. We would like to
be able to be at the forefront when important matters are researched, but there are no organizations that take that actuarial
perspective at the front of the debate. When we hear about organizations researching health care issues, we hear of the
C.D. Howe Institute, we hear of the Conference Board of Canada, but these are not organizations that I feel are driven
by actuarial expertise. It is only the CIA on whose shoulders it would fall to take the lead and promote actuarial expertise,
but is that the role of the CIA? I think that we have a right to ask that question. Is this what it needs to get us there?

Medicare was set up as an insurance plan during the 1960s and was meant to cover medical services and hospitals, as
Senator LaPierre reminded us. Back in those days, in the 1960s and 1970s, those medical and hospital expenses accounted
for close to 70% of all health care expenses. Nowadays, that proportion has shrunk to 45%. That is because, mainly, the
types of services that are provided in health care have shifted. They have shifted from less acute services to more chronic
conditions. Per se, they are more long term, more foreseeable, more manageable types of care that are provided, so that
is where individual choices and preferences and elections can take place. As such, they can influence the costs.

Now, as you know, there are no deductible payments, no premiums or hardly any premiums. I think that there are
probably one or two provinces that have kept that notion of cost to the public for funding Medicare so no wonder
everyone started to feel that everything was free. Our society has evolved to a point where access to universal health care
is free no matter what choices or options you may exercise so, effectively, we are competing with a cash bar in terms
of expertise and in terms of funding. In many people’s minds, Medicare has become an individual right, and I think
that it is right to support that, but should we interpret that as the right to everything without any consequences to
anybody? Not surprisingly, the government’s response to that situation has been to limit the supply of services so that
only the most critical conditions get addressed in a timely manner.

Should we try to show, as an organization, what the benefits of maintaining Medicare are as a catastrophic plan as it
was originally intended? How should we define catastrophe in health care? Should it be defined in terms of an amount
of dollars per year or should it be defined with a list of covered services? If Medicare is to ensure that no Canadians
suffer unduly from financial hardship, it must also guarantee that some kind of coverage for prescriptions drugs is
provided because, as you know, some drugs now can probably save your life but they cost you a ton of money. So they
would qualify more now than ever as a potential catastrophe. How can we develop actuarial evidence to help gauge those
various plan options? Should it be the CIA’s role to develop the information to lead to more options or a fine-tuning
of the Medicare system?

(Slides unavailable)
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That gets me back to my first slide: What is the role of the CIA? Can actuaries add value to change Medicare so that
we can build in incentives for the system to perform better or to control or to self-control demand for services? Should
we lobby aggressively to get the government to acknowledge the need for a role of a government health actuary or
something like the auditor general concept but for health care, with a long perspective so that we do not end up ten
years from now with a problem that is probably too late to fix? How can we play, as a group of actuaries, a greater role
to shape Canada’s public policy on health care? Should we play a role in shaping Canada’s public health care policies?
I am afraid to say that we are not there. So how do we get there? Do we have to get there?

I think that one of the arguments that has been thrown around very often is that there is a lot of money already going
into Medicare and there is probably not enough accountability and cost-control incentives to keep the system delivering
services optimally or with great efficiency. There are no benchmarks to evaluate how the system is doing, like we would
find normally in a competitive market.

If we were to say that by changing the attitudes towards Medicare some savings would result, can we prove our case?
Obviously not, because we are talking about changing the attitudes of people. So we can only rely on experiences in
other parts of the world with different cultures. It is certainly not something that we can build from evidence in Canada.

There are obviously social barriers to improving our system. If we are talking about introducing co-payments, nobody
is disputing the fact that we cannot force poorer segments of our population to support those user fees, but at the same
time should we keep Medicare designed just to meet the needs of the poor? The majority of the Canadian population,
I think, can understand the merits of having co-payments and can support them financially. It would make most people
more conscious of the costs of those services that they are getting.

The tax system obviously could be used to alleviate the impact, and there could be catastrophes. We are not talking about
introducing co-payment on just about everything. But should the CIA play a role to show the merits of co-payments
in certain instances? As actuaries, are we not the ones who know where deductibles are appropriate in an insurance plan
and why are we not taking part in that debate?

Once you recognize that individual providers can influence the health care costs incurred under an insurance system
like Medicare, I think it would only make sense to introduce the co-payment system so that we build in the incentives
for people to act with financial responsibility. But there are no such co-payments. There are no cost incentives. So the
result again is that the government controls supply so that they can control costs; hence, the waiting lists, hence, the
concerns about the quality of health care.

I think that there is no dispute that Canadians embrace the five principles of the Canada Health Act. They probably,
though, need to be re-examined or re-interpreted in the current context. For example, accessibility was meant to mean
that no one should be denied health care because of financial constraints, but nowadays accessibility is restricted by the
government in terms of access to care. So, in effect, they are restricting accessibility and, in most people’s minds, when
you look at all the polls, most people feel that they should be given access readily to services when they need them.
Also, accessibility could be re-interpreted in the current context to mean that we should be having access to all the new
technologies that exist. This is basically, of course, not part of the equation in the current system.

Should the CIA then encourage a review of those basic principles of Medicare? What part should we play? Should we
try to bring in a balance between what health care costs and the direct and indirect costs associated with not treating
an individual appropriately? Should the CIA question the way medical necessity is defined also? That is right at the core
of Medicare. If we ever do that, obviously, we are going to hurt some feelings. There are doctors out there who will
feel that this is an intrusion with the way that they practise medicine, and rightly so, but should that prevent us from
bringing a financial perspective to the whole thing?

Even if there are services that are delisted, there will be a shortage of funds. Most likely that might happen in the future
and that will require better funding of Medicare. Should we get involved, as a group, to influence the way Medicare
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is funded? Right now, it is funded mainly out of payroll taxes and income taxes. That is probably going to level off
or even reduce as the baby-boomers enter into retirement. That is just about the wrong time when expenses are supposed
to be picking up. So probably we need to redesign the funding mechanism.

I think that takes us to one final question: Should there not be a government health care actuary position somewhere
to research all of those issues, to report back to the public, something like the auditor general for health care? But that
brings along a long-term perspective as well that says that, if something is going to happen, ten years from now or 20
years from now, we have to know now and we have to plan accordingly.

We have not been able to work from much data because the health care system has not gathered procedural cost data.
Those data infrastructures are being built right now by organizations like CIHI. I do not think that actuaries are playing
a big role to make sure that the appropriate data is being collected so that we can assess the impact of aging and the
impact of changes in medical procedures on future costs and future finances.

So we have to be there to make sure that we do not end up saying that we need five more years to build the data because
we just cannot figure it out. Also, there is a huge unfunded liability associated with Medicare. It is probably between
$500 and $900 billion. That is probably higher than the C/QPP and, on top of the total government debt, that takes
us to the $2 trillion liability for Canada. Is there a potential for inter-generational inequity? I think that these are valid
questions to be asked at this point, but should it be the CIA’s role to press for those questions to be asked in the public
or at government level?

Just in closing my remarks, I think that the health care debate is certainly heavily influenced by moral values and it
can sometimes get very dangerous when we get into an ideological debate, but I think that everyone realizes that we
do not have enough measures of health care services and costs right now to manage the system with a long-term
perspective. I think that the actuaries could play a great role to make that happen. Thank you.

…(applause)…

Panelist Gery J. Barry: Well, good morning. It is a great pleasure to be here. I am flattered to have been asked to share
some of my perspectives with you today, although now I have to tell you that I am really quite disappointed at the way
that the morning has gone, not based upon my original expectations, but based upon my expectations of about 45 minutes
ago when David had said that I was a member of the CIA, only to come here and find out that I have already been
defrocked of that privilege. So, anyway, it is great to be here. Obviously, for those of you who have gifts of deductive
powers, which I know all of you do, you can tell that, if I am an FSA and not an FCIA, I must be an American, and
I am. What I want to make clear is that I accepted the invitation to be here today because I really care about the future
of this health insurance system.

I am not here representing Liberty Health, which is the company that employs me, and our policyholders and all of
those things. I am here as a professional from across the border who sees some things that are going on with Medicare
as an insurance system that really trouble me. When I think about how to deal with those troubles, it is important and
imperative to me that the actuarial profession of Canada have a voice in what we are doing in terms of the future,
managing the present and the future of the system. So that is my intent.

I prepared, as the topic, the label for this presentation, A Mounting Health Care Crisis. Now is the time, better late than never.
I think that, in fact, we might be able to be more specific on the heels of Senator LaPierre’s excellent remarks this morning,
and what is even in the newspaper today, which we can get into later. It might, in fact, be that today is the time. We
really need to think about it as being this urgent and that the opportunity is being created immediately for this profession
to have an important voice, not a political voice, a rational voice, in how we are handling our health care system. So
let me go ahead and proceed.

We know that the news stories about the health care crisis continue to swirl. There are two in the paper today, one on
page 8 and one on page 10. It happens every day. Mr. Romanow’s Royal Commission on Health Care, the Senate
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Committee’s Reports on the state of the health care system, the Fyke Report, the Clair Commission Report, the
Mazankowski Report, the medical brain drain, hospital closings. And I have been working on a not-for-profit basis with
some hospitals in the Toronto area. There are nurses’ strikes, real patient horror stories, long waiting lists, cancer patients
being sent to the US for treatment. It is no wonder that public confidence in Medicare has been declining.

According to the health care in Canada survey that was released here in Halifax just one month ago, fully 58% of
Canadians say that their confidence in the health care system is falling. Only about half believe that patients today are
receiving quality care. People view policymakers as being befuddled. Only one of two has confidence that a solution will
be found to sustain the health care system. Now, faced with this mounting public frustration, how do we, the actuarial
profession in Canada, begin to get a handle on the issue? Now, this slide says that we have to go back to square one.
After Senator LaPierre’s remarks, maybe what I am talking about is really square three, not square one.

(Slides unavailable)

But that means that we need to understand, as Senator LaPierre talked about, the Canada Health Act. We have heard
many times over that the Canada Health Act stipulates public administration, comprehensiveness, universality, portability
and accessibility. But of what? That is the fundamental question. Of what? Health care? The management of health care?
Providers of health care? Health insurance? All of the above? I think that it is a little bit confusing.

Let me read Section 7 of the Act entitled, “Program Criteria” in its entirety: “In order that a province may qualify for
a full cash contribution, referred to in Section 5, for a fiscal year, the health care insurance plan of the province must,
throughout the fiscal year, satisfy the criteria described in Sections 8 to 12 respecting the following matters…” which are
these matters:

The focus, right at the core of the Canada Health Act, is the health care insurance plan of the provinces. The power
of the Medicare system is the focus on it being an insurance plan. It is not a health care management plan, although
it has tremendous implications that follow from being an insurance system. It is a set of provincial insurance plans
specifically. That is what the Canada Health Act is all about - conditions imposed on provincial health insurance plans
to qualify for federal cash transfers. So, when we strip away all the confusion and rhetoric around Canada’s “health care
system”, the basic problem is that, in the mind of the general public and medical professionals alike, the provincial health
insurance plans are faltering and they are failing to provide funds to pay for medical benefits that they are supposed
to cover. Not only that, neither the provincial government nor the federal government seems able to fix the problems.

So it says: “Wow, you need professional help.” Yes, our public health insurance plans need professional help. They need
professional actuarial help. Actuaries represent the single profession having the aptitude and training to tackle sustainability
issues facing insurance plans, even - guess what? - social health insurance plans in Canada. So let us see if we can provide
some professional help for some of Medicare’s ills. So, like any professional, we are going to review the symptoms,
establish a diagnosis and perhaps even prescribe some treatment.

Now, taking an objective look at some of Medicare’s problems can, in fact, be alarming, as we see here. Objective data
shows a steep increase in patient-reported unmet health care needs. The latest summarized data here by the Ontario
Hospital Association (OHA) in their budget submissions recently shows us that 1.5 million patients reported unmet health
care needs, and that was three years ago. It is my understanding that this number is now closer to 3 million, based upon
reports that I have heard.

The next slide, also prepared by the OHA, looks at hospital deficits in Ontario. Without a major funding increase for
the 2002-2003 fiscal year, Ontario hospital budgets will be about $1.5 billion short of what they need. That is just to
maintain what are already perceived within Ontario as being already weakened service levels. Indeed, almost all Ontario
hospitals submitted 2002-2003 budgets that showed planned operating deficits. Now, it is not limited to hospitals. We
are also suffering from chronic shortage of health care professionals: RNs, GPs, specialists; in fact, Canada now ranks
22nd out of 29 OECD countries, in terms of per capita physicians.
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The former President of the Canadian Medical Association (CMA), Dr. Peter Barrett, quoted in just this Tuesday’s National
Post, states: “There is a doctor shortage in this country. That is why people wait so long for surgery and that is why almost
one-third of the population cannot find a family doctor. For many of the health care professionals that we have, the
morale is low, caused by heavy workloads, stagnant compensation, equipment resource shortages, frequent strikes and
job actions.”

There are also significant shortages in diagnostic equipment. We heard something about that this morning from the
Senator. Decaying traditional medical equipment, X-rays, long waits for what should be common diagnostic tests – MRIs,
CAT scans – minimal deployment of the newest technologies, such as PET scans. Again Canada ranks in the bottom
one-third of OECD countries on these measures.

Quoted in volume 2 of the Kirby Report, Dr. John W. Radomsky, President of the Canadian Association of Radiologists,
states: “Even many of our standard X-ray and other machines in hospitals are functionally inadequate. It has become quite
common…

…(no overlap between sides 1 and 2)…

…beyond the insured medical services of hospital doctor services. Home care support, that was promised concurrently
with the closing of hospitals, is getting thinner and thinner and thinner. As Dr. Barrett stated in that same interview just
this week, we are in real trouble in this country in health care. We have to do better.

So, establishing a diagnosis. The ringing in your ears? I think I can help. Why is this happening? What is this ringing
in our ears? After all, health care spending in Canada is pretty significant, is it not? This goes up to the year 2000. This
is data based on the Canadian Institute for Health Information, CIHI: A monotonically increasing function here, year
over year, nominal increases, spending almost $100 billion. However, you, as actuaries, know that this is not exactly a
fair representation of what is going on, is it? What are the problems in looking at this? Just total population, nominal
basis. What else? Growing population, inflation.

So let us put this on a real per capita basis. Starting to see signs of a problem, are we? Now, keep in mind that this
graph is total health care spending. It is public and private mixed together. If we separate out the private and public
funding, we get a clearer picture of what has happened to public funding for health care on a real per capita basis. It
is starting to look a little bit more serious.

Notice that there is market decline between 1992 and 1996. Not only did it not go up, it actually declined. As we know
from our first-hand experience in the private sector, health care claim trend in real per capita terms has always been
positive. This has been true by the way on both sides of the border and it is also true for almost 50% of the US health
care spending actually coming from the public purse.

(Slides unavailable)

What is remarkable is that, based on my analysis between 1975 and 1990, if we just look at those segments of these graphs,
both public and private spending grew at the same annual compounded rate, a rate of almost exactly 3%. The green
line here is the 3% growth curve. You can see the red line is real per capita public spending. We are starting to see
the signs of the cause of the ringing in the ears, I think. Now, on the bottom line, it is private spending and growth
at 3% shown by the light blue line.

Now, I have never seen the 3% number specifically cited in any other studies, but it is quite reasonable, given the known
and regularly-cited drivers of real per capita cost increases: Advancing medical knowledge and technological capabilities;
expectations for an improved standard of living for both patients and providers. In other words, providers would like
to have, as we all do, their salaries go up a little bit more than just the rate of inflation. And the growing costs of the
aging population. While all three are material, I believe that the first, technology, is the biggest of the three.
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Note that the large emerging gap in public spending is now quite apparent and quite quantifiable. This gap can be
brought more clearly into relief by comparing the relative growth now of $100 of public spending starting in 1975 against
an index of $100 growing at the 3% benchmark rate. So, essentially, the same data, but just put on an index scale of
100.

So here is the projected need if we make that assumption about 3% as a valid indicator of the true per capita annual
increase needed for health care spending. Here is how we have been measuring up. You can see that, from 1975 to 1991,
things were on track. We did not have a health care crisis. We started having a health care crisis in Canada in the mid
to late nineties because we did not fund the 3% real per capita growth in spending that we needed to.

Now, I also overlaid on the same graph what has happened with the GDP over the same period, or actually picking
that up from 1985 to the year 2000. Note that real per capita social insurance payments for health care services fell behind
the 3% trend and they actually declined between 1991 and 1997, as I have said. Why? Looking at this historical data,
the answer is quite clear. Beginning in the early 1990s, Canada’s social insurance payments for health care, the red line,
shifted from what I think that we need for health care, represented by the 3% trend line, which is blue, to what we
can afford for health care, or at least what people have felt we could afford in policymaking setting, represented by the
growth in GDP, which is the green line. Let me repeat that. Medicare spending between 1990 and 1996 was not based
on what we needed in the absolute, in terms of providing the health care services that the people thought that they were
covered for, but rather by the real growth in GDP, what we could afford from a tax standpoint.

Now, what happened to private spending during this time? Because, obviously, a huge part of the spending on health
care from the private sector comes from employers, and they are certainly suffering through the economic cycles, and
so on. People paying out of their own pockets, which represents a half of the private payment spending, would be
reflected here. What we see is that, during those same hard economic times, people were voluntarily spending that 3%
real annual increase. People must really feel that they need services to be funded at that level. That is what I take away
from this.

So, again, if we view the 3% as setting an appropriate benchmark for what spending needs to be, we can then easily
graph both in constant dollars, the 1992 dollars, and the blue line as translated now to current dollars, because all of
my other data was in 1992 dollars. We can see that we have had actually quite a remarkable increase, a very steep increase,
in the degree of annual under-spending for health care covered under the public health insurance system in Canada.

The annual public budget for health care, as of 2000, is about $18 billion short, in fact, of what we really need, and
that is just a current year spending shortfall; it is not cumulative. So the cumulative effect of some of the past
underfunding shows up in outdated equipment, in the fact that most hospitals that I am aware of, at least in the Toronto
area, are embarking on long-term capital campaigns because we chewed up a lot of the infrastructure over the last six
to ten years.

So what is the actuarial diagnosis? In actuarial parlance, I guess I would say that funding has deteriorated from a defined-
benefit pay-as-you-go approach which we had from 1975 to 1990 and perhaps even prior to 1975, I suspect, because
that was the earliest date that I was able to get. So we have gone from a defined-benefit pay-as-you-go approach to funding
this public insurance system, to what I am characterizing as a get-what-you-pay-for defined-contribution approach that
is about 20 to 25% short of the mark in terms of the size of those contributions.

Prescribed treatment? We cannot just let it sit here. So what do we do about it? We need to manage the Medicare
insurance system in accordance with sound insurance principles. These principles apply whether they are public
insurance systems or private insurance systems, for-profit systems, not-for-profit systems. There is a sense of financial
integrity that cannot be avoided, no matter who is running the insurance system.

Specifically, I think that we need to at least ensure that the public’s pay-as-you-go funding for health care benefits that
are defined by the provincial health plan, that at least the pay-as-you-go funding is adequate and reliable. Forget about
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unfunded liabilities. Let us just look today and make sure that we are funding the amount of benefits that we are covering,
just as if this were just a true pay-as-you-go system. So what do we do? How do we get there? I think that the first thing
is that we need to accept the reality. We cannot afford to provide everyone with immediate access to the fullest possible
array of beneficial health care services. We cannot afford to provide everybody with Prozac in a new holiday strength
form. We need to keep the current system on life support. We must continue to increase funding by at least 3% on a
real per capita basis just to keep the current limitations of service access from deteriorating even further. We have to do
that.

Well, Bob, it looks like a paper cut, but just to make sure, let us do lots of tests. We need to define clearly what is in
and what is out, including standards and conditions of access. So not only do we need to say what we are going to
cover, it is under what conditions and under what terms. We need to stipulate that because we need to ensure that we
can assure the public that there is actuarial balance between benefit eligibility and public affordability; otherwise, they
are not going to believe it.

This idea received a ringing endorsement from the public in a recent Ipsos-Reid poll: 93% endorse having a list of
standards for access and definition of benefit coverages, 94% want to see a sound multi-year commitment from govern-
ments to fund the system. People will pay more for health care if they think that the system is accountable. They also
have realistic expectations. So, to deal with this, we need to set up an independent office of the Medicare actuary, or
whatever you want to call it. We need to institutionalize actuarial discipline within the governance of this massive
insurance enterprise, just as we do with other Canadian and US social insurance systems. The reason is that we need
to keep the system honest by grounding Medicare in financial realities.

Honesty is the best policy. Now, what is the second best policy? The second best policy, of course, is to continue what,
in effect, we have been doing, which is pretending to cover what the public expects in health care services while relying
on ever more stringent and dangerous methods of rationing. That is what we are doing. We also need to make sure that
we are reporting regularly to the public. We need to inform the public and policymakers about the true current costs
of benefits that are covered, shortfalls of patient access versus standards, current funding surpluses and shortfalls, and
cost projections for additions or deletions to covered benefits or for terms of access. This has to be a dynamic system.
We cannot just put it on autopilot, as Senator LaPierre alluded to, as we did at the beginning of 1990, and just assume
that everything is going to be okay and treat it just as another budgetary item, without some thoughtfulness around what
we are doing to the financing of the program, and making sure that there is accountability for the financing and for
the way that the money is being used.

In that same Ipsos-Reid poll, 89% support the idea of an independent “health commissioner” that would report on the
state of Canada’s health system akin to the auditor general. It is only natural that the health commissioner has the direct
internal support of an office of the actuary. So now is the time and maybe today is the day. If we fail to institutionalize
our profession within the governance structure of Medicare, if we continue to abdicate the management of Canada’s most
essential insurance program to wishful decision-makers untrained in actuarial matters, then we can simply follow along
with this wishful thinking. Let lemmings believe and, if we do that, we will have no one to blame for the consequences
but ourselves. Thank you.

…(applause)…

Panelist LaPierre: Well, I think we should go to a dialogue with our guests. I have nothing more to add except that
I think that you should wake up and smell the flowers and do what you are supposed to do. If you think that I paid
for your education and you are not using it for the purposes that are meant to be social, well then, we will have to tax
you more at the end of the day. So I think that what has been said is very valid. You are a profession. You may be
the only enlightened profession that can help us to get over this. I was going to talk about it a little bit. I think that
you should become the oversight of the management of the system. You should sit down and, every year, issue a report



9Health Care Issues (OF #3)

Proceedings of the Canadian Institute of Actuaries, Vol. XXXIII, No 2, June 2002

of how it is being managed across the country. I think also that you should use your website to create scenarios that
we cannot create.

We talk a lot about privatization. Mr. Romanow has admitted that he has received very little solid information that will
enable him to say that we will be better off if we expand private-care use considerably, or even a little bit. I think that
you have to use your profession to make us honest; however, you have to bear in mind, at the end of the day, that
the allocation of public funds is a political act, and that is the Achilles’ heel, I would think. It is a political act and,
therefore, in order to exercise the political act wisely, you have to have a wise and concerned electorate. To do that, it
needs information that comes from other sources, not only the sources who have an axe to grind or their own benefit
to access.

Since you are not going to get paid for what you are doing in helping us to resolve this crisis, then you are going to
do this because you are kind and generous and magnificent and glorious. Then you will have a great, great margin of
freedom, but I think that we should talk about all these magnificent thoughts that have been given to us. Thank you.

Moderator Pelletier: Thanks very much, Senator LaPierre, and thanks to Gery and Claude for those remarks. After that
speech, I am almost tempted to restore the FCIA that I granted and took back earlier today from Gery.

Now, it is your turn, you guys in the audience. We welcome comments on what you have heard today or the views
that you have on these issues that you have heard from three of our speakers. By the way, please state your name when
you come to the mike. Our recorder is Richard Houde, who will be diligently noting who is taking part.

Mr. Les Lohmann: I actually particularly like this USA Today graph that we have up there with the lemmings forming
the knowledge of actuarial techniques and their impact on health plans in Canada. But, in any event, I agree with Senator
LaPierre that the issue is. In fact, whether we like it or not, a political issue, and I would like to have seen more comments
about the actuary’s role in design, rather than just the numbers. I think that the thing that we have to do is to stop
nodding our heads when government and other officials say that Canada has 100% access to health care. We need to
not nod our heads, and point out that, in fact, if it ever was 100% access, it certainly is not any longer. We need to
understand that we have to take that bull by its horns, and educate the public so that the public can understand that
they are paying for health care. They are paying for it through a lack of 100% access when it counts. When I show
up at the hospital and I need bunions removed from my feet, and they say that I have to wait four or five months in
order to have that dealt with since it is certainly not an emergency, I am paying for that.

So, as actuaries who know something about plan design, if we were to start relating and getting to the actual numbers
that it would take, the deductibilities if you will, the co-pay and things of that nature, in order to remove this other
form of payment from the equation, I think that we would be doing more of our job than we are, merely by saying
that the lemmings are not flying, and get the public to be aware that there are alternatives available. I am afraid, however,
again, as Senator LaPierre pointed out, since it is a political issue, it will be the crisis. We need a crisis in order to achieve
a change so I am waiting for the crisis.

Moderator Pelletier: Comments from the panel?

Panelist LaPierre: …(off mike, comments inaudible)… all of us in our ignorance jumping into the sea. Au Québec, on n’a pas
de lemmings. We never jump into any sea.

Panelist Barry: I accept the comment that I said nothing about structural changes in terms of the incentives. I did not
say anything about primary care reform. I did not say anything about deductibles and how that affects demand. I think
that those things are important, but I think that they help on a different order of magnitude. I do not think that those
things will close a 25% gap. I do not think that they will close a $20 billion gap. I think that they will help. There
has been some modest saving. There have been some modest legitimate savings in some hospital consolidations, but I
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do not think that there are any silver bullets out there around plan design. I do not think that medical spending accounts
are a silver bullet. I do not think that a lot of the stuff that people are out there talking about will be a silver bullet.

I think that they can all help on the margin, but, if we do not come to grips with the idea that, even with all of those
things, health care is a very expensive and increasingly expensive undertaking, then we will lose it. I do accept the fact
that, in the end, the decisions are political decisions, but I have to believe, at least in the long term if not in the short
term, that political decisions based in fact are better than political decisions that are made in the absence of fact. I trust
the public’s judgment about where they will spend the money when we provide them with the information that they
need to have to make rational choices.

When I read the public opinion polls, in fact, I am almost astounded at how consistent they are and how rational they
are. We are not picking up on it in my view. People will be willing to spend more, but they need to make sure that
the money is going to health care. I did not get into this so maybe the one structural thing that I would say is that we
ought to have a separate health tax, as opposed to dealing with this issue out of general revenues, both at the federal
level and at the provincial level. In that way, we can at least start to see how much this is costing. If people say we are
spending too much, well we can point to how much we are spending, and then we can re-cost the points, through some
actuarial analysis, as to why year over year that price is going up. So now we have a rational decision to make. Are we
going to cut back on services or are we going to keep funding what we need to fund to take advantage of the broader
scope of medical services that we want? We have to make tough choices and the only and best way that we can make
tough choices is to at least ground them in actuarial fact.

Panelist Ferguson: One quick comment. I think that truly there are political choices or political interventions to be made,
but I do not think that a political organization exists that takes into account the actuarial expertise. The CIA is not a
political organization per se. We do not devote any full-time resources to lobbying or to research to support our position,
et cetera. We would need a political budget too, I guess. If we want to get a team together, we would need not just one
person. All you have right now, basically, is a small group of part-time volunteers. So that is what we are dedicating
to fight that political debate with or for bringing light into that debate.

Moderator Pelletier: Jim.

Mr. James A. Brierley: First, I would like to thank the Senator for his presentation this morning. I found it quite inspiring
to hear your passion for our country. It left many of us with a wonderful feeling about Canada.

What I would like to address is Claude’s question about the role that the CIA should play. I think that it is a little ironic
that Gery is not a member of the Institute. I wish he was and I wish you guys had some kind of way to do it because
he is looking for it actually. But Gery, I think, is absolutely correct in saying that we need to take a leadership role in
this.

I think that the profession, the CIA, has a public responsibility to stand up on this issue. We all earn a good living in
this country because of both the public and private systems that we have here. As professionals, I think that we have
to give something back to our country. Here is a major crisis that Canada is facing, and we have the expertise to help
find a path through to the future and fund our system. I think that it is our responsibility to really provide clarity and
objectivity to the issue and to point to all the red herrings that are brought out. “If you can make any changes to our
system, you will have a US system.” That is not true. All of the rhetoric is around one-tier, two-tier systems. We have
a two-tier system now. If you do not want to wait and you have enough money, you can go to the States and get your
health care right now. That is a two-tier system. We just put our heads in the sand and assume that it is not there.

Somebody has to stand up and make sure that there is clarity to all of these issues that are being debated politically,
and I do not see any group being in a better position to do that than the CIA. I hope that we make that a major issue
for us in the future.
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Moderator Pelletier: Great! Thanks very much, Jim. Any comments from anybody in the panel? I am sure there is no
disagreement with any of that.

Panelist Ferguson: One quick comment. If we want to take political stances in the public place and there are no places
for elly nelly or nelly elly. A renowned politician once said previously, “We have to make tough calls sometimes.” We
have to go our way and believe in it. It is impossible to do unanimity with everything that we are going to make calls
on.

Moderator Pelletier: Comments from Senator LaPierre and then we will go to you, Howard.

Panelist LaPierre: I do not want you to make political statements. In the first place, if I know any association in Canada,
to make a political statement will demand a quasi-approval of everybody and you will be far gone and your great-great-
great-grandchildren will be far gone before you accept that.

It seems to me que vous illuminez the public dialogue by your expertise and by your knowledge. If you state facts, after you
have a system, by your expertise and by your knowledge, this is not a political statement. This chart that both of you
made this morning, these are not political statements. They are instruments of illumination of the political dialogue in
which we find ourselves.

It was my desire to leave politics to the politicians. They are damning themselves and they are dumping into the street,
but you have an expertise. Use that expertise to help us and bear in mind that, at the end of the day, if you are not
present in the public place with your expertise, nobody will know who you are and what you do, except what they
say about you is very simple. My house burns down. Some darn actuary comes and tells me that I cannot have the value
of my house; therefore, I hate actuaries as much as I hate bankers – I would think people say – or lawyers for that matter.

So therefore it seems to me that you should do a study in your communication of the public image that you have, and
it is not negative, but I think it is based on ignorance. The point I want to make here is that I do not want you to make
political, I do not want you to tell me this. You tell me that by failing to keep up with the 3% growth rate, we are left
with a gap of 25%. Tell me that is what I need because frankly I do not think that 99.999% of Canadians know that
that is the case.

Moderator Pelletier: Thanks very much, Senator LaPierre. That was extremely well said. We have a comment there from
Howard in the back, and then we will go to you, and then Frank.

Mr. Howard L. Slaney: I had a couple of comments to make, but I first wanted to direct a question to Gery. We talked
about a government health actuary or a different sort of terminology. I understand that you have similar things in the
United States. You have the Health Care Financing Administration, or something like that, and there is some fairly formal
actuarial involvement. Could you spend a couple of minutes just filling us in on how things are done?

Panelist Barry: Yes. I have had, in fact, a close association with the HECFA, the Health Care Financing Administration
in the US, but, for the rest of the audience, that is the group that oversees the US Medicare program. It is a massive
social health insurance program as well and, as I alluded in my remarks, it expends, I guess, between Medicare and
Medicaid probably 45% of health care funding in the United States that comes through those programs.

There is an office of the actuary within HECFA. I think that it has a staff – I was looking through the actuarial yearbook
– of perhaps 20 to 25 actuaries. So it is a large standing group of people who analyze data. They are government
employees. They are there as an independent, providing an independent view of what is going on from a factual basis
regarding the costs of the US health care system. In fact, the same kind of data that would be handled through CIHI
in Canada actually is gathered and analyzed by the Office of the Actuary within HECFA. So you can go into their website
and you can start to look at a lot of expenditure data in the US. It is actually quite rich because of the encounter type
of information that can be picked up there.
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So that is what they do. The basic mission of that group, as I understand it, is to opine on the current and sort of
immediate future costs of health care. Actually, they are doing 20-year forecasts. Actuaries cannot help themselves from
doing that sort of thing, but then those are used by the government for planning and, in the end, I agree with Senator
LaPierre that the politicians will make the decisions whatever way they will. So they obviously do not always listen to
the actuaries.

Mr. Frank ???: I wanted to make a couple of comments. I agree with Gery that the system, in its current state, needs
to be placed on life support. We are headed for a huge crisis if we do not do that. But, at the same time, you need to
look at some of the fundamental, systemic issues that need to be worked on for the really long haul. I see two that do
not have a solution. One is the fact that the medical profession in Canada generally consists of a whole bunch of single
entrepreneurs, and it is difficult to really invest in the system. It is not possible for any one doctor to say that we should
reorganize the way that we do this. I see that as a significant issue that needs to be addressed. Related to that is the issue
of preventative versus curative care. The best way to save money in any system – and I have done a lot of worker’s
compensation work – the easiest way to reduce claims costs is to not have the claims in the first place.

I had the great opportunity of studying the French health care system, as compared to the Canadian system, in detail.
I did that by moving to France, having a child, and then coming back to Canada and having another one, and sort
of comparing three years of totally different systems. I see the snickers. Anyone who has had a child knows how often
you use the health care system in the early years. The standard of care is totally different. The emphasis on preventative
care in France is completely different.

There was mention about having a separate health tax. In France, the way your pay works, is that you do not pay any
income taxes off your pay. You pay that in arrears when you file your return about 14 months later on average. But
you do actually have your social security taxes deducted directly from your pay. The other thing that happens in France
is that you pay the bill to the doctor and are reimbursed later so that you see what the costs are.

I have just one more comment on that preventative issue. I recall that, after I had been there for a year and a half, I
received this notice from the office of the physician in charge of labour medicine, saying that I shall appear at such and
such a place, at such and such a time for my regular examination. If that is not preventative care, I do not know what
is. I was there for two hours, and it was a series of questions about mental and physical stress on my job, a series of
different tests and so on. I did not have a choice. I said to the office administrator: “Is there a choice here?” And she
said: “No, it is the law.” I said: “So what if I do not go?” She said they would come and get me.

Now, politically maybe that does not work in Canada, but I certainly see a significant lack of emphasis on preventative
management of health care. When you are on life support, it is hard to talk about that. This is the old “we should not
hurry in the swamp”, but I think that we have to get there too, and that can be a significant element of controlling the
costs of the system.

Moderator Pelletier: Gery, do you have a brief comment on that?

Panelist Barry: I do not want to monopolize the time here. We should not have to be choosing between acute care and
prevention. We need to do both of those things. I do not believe that we can just wellness our way out of acute care.
I think that, in fact, we are the victims of our own success. I did not make this remark, but we really are the victims
of our own success. We have kept people healthier for a much longer time than, I think, anybody ever really imagined,
and now we are dealing with additionally mounting pressures because, sooner or later, life is a terminal condition. Those
last years of life are expensive and they will always be expensive.

Moderator Pelletier: We are running short of time. I will have to take Isabelle and then Pierre, and that will have to
be it.



1 3Health Care Issues (OF #3)

Proceedings of the Canadian Institute of Actuaries, Vol. XXXIII, No 2, June 2002

Ms. Isabelle Bouchard: I just want to make a quick comment. I am part of the Committee on Health Care. I find that
Gery’s analysis is a very good starting point to put actuaries on the map and in the public discussion with regard to
what we can do, because it is very clear, it is very comprehensive, and we can see where we can go with that kind of
actuarial analysis. Thank you.

Mr. Pierre Saddik: I would like to address Gery’s graphs, and I would like to just point out that it is easier to fix a
problem, like the 9/11 situation, where everybody knows that the system is down and everybody contributes. You have
interruptions for a while, but people put their shoulders up.

But really, a problem like the one that we have with the 3% per year decay is far more difficult to identify and then
fix because you can always hide the 3% under the rug, et cetera. Plus, your graphs were adjusted for real dollars, but
were not really adjusted for the aging population and also for new technologies. So, in other words, we have potentially
more coming up down the road because of the aging situation. Thank you.

Moderator Pelletier: Any final brief comments from the front here? Senator LaPierre.

Panelist LaPierre: Last year, I went to an International Conference in Vancouver about aging and the medical care system
and the health of Canadians and all kinds of people. I was overwhelmed by the fact that people said that, because I
am 72 years old, I am going to overuse the system. It is not that I am going to use the system; I am going to overuse
the system because I am 72 years old and there seems to be something that happens to your mind when you are 72
years old, and therefore you run away. My children use the system far more than my mother and my father did, et cetera
because of the nature of their health.

Therefore, it enraged me because it was unfair really. A lot of elderly people that I know – and I knew them in Vancouver
and I did a lot of programs on that – they just do not go. They do not want to use the space. Sometimes they do not
even have the transportation to go. They do not understand the prescriptions that they are given. Many, especially if
you are an elderly woman and you are being treated by a stupid man, the end result is that he does not understand
at all what has happened to your body.

When you get to be 69 years old, you transfer your RRSPs into RRIFs and, the next day, somebody turns you around
and takes you to the hospital to deal with your prostate, if you are a man. I had prostate cancer, which I did not know.
It was not very bad, but I had prostate cancer. I debated with my family about whether I should just not do anything
about it and just live. I would have died of it like Pierre Trudeau at 82 or 84. But why should I use the medical facilities,
occupy a bed in a hospital when I was 70 years old? I can live for the next ten years easily with the prostate. The cancer
will grow and grow and grow and probably go to my brain, but that may be a blessing in disguise.

So my children convinced me that I was a complete fool and that, instead of having my prostate removed, I should be
committed for the sole and simple reason that, they argued, I have the right to it too. My age has nothing to do with
it. I have arthritis in my hands, you know, and I have arthritis in my legs, and I am going to have arthritis. It is a chronic
disease. I did not do it on purpose. It happened. Sometimes I say to myself: “Well, maybe…” But I do not want elderly
people to have that kind of crisis in conscience. I hope that you will help those of us who are old because, with all
due respect to your youth, you will get there too some day. Thank you and goodbye.

Panelist Ferguson: I just want to add that probably you will be glad to know that the main topic in our submission to
Senator Kirby was that aging had nothing to do with the cost of health care.

Moderator Pelletier: Okay, thank you very much to Senator LaPierre, to Claude Ferguson and Gery Barry, and to all
of you today for participating. Thanks very much.


