
Health Care Cost Escalation: Where Will It All End? (D1-PD) 1

Proceedings of the Canadian Institute of Actuaries, Vol. XXXV, No. 2, June 2004

D1-PD: Health Care Cost Escalation: Where Will It All End?

D1-TR : L’escalade du coût des soins de santé : Où cela se terminera-t-il?

June 16 Juin 2004

Moderator/Modérateur: Jorgen D. Have

Speakers/Conférenciers: Tom Brogan 
Blair F. Coffin 
Jorgen D. Have

UM – Unidentified male

Moderator Jorgen D. Have: And the question of the day is will it ever end? Of course, if you listen to the political debates that 
is always a question that is on their mind. I am not sure they’ve got too many answers anyway.

Basically we’re going to make three presentations. The first one is Tom Brogan. He spent 15 years working for the government 
in setting policy before setting up Brogan Inc., of which he is president. He is basically an economist by training. He has con-
ducted all kinds of detailed analyses in both private and public drug plan systems, and looked at some of the pharmaceutical 
utilization behaviours populations.

The next speaker is going to be Blair Coffin from Atlantic Blue Cross. He is going to be talking about some of the cost control 
measures that they have been working on there.

And then I am going to follow-up. I am going to take a somewhat different approach, and I am going to look a little bit into 
the future and say okay, where is this really going to take us, and is there a different model that might work, that might actually 
bring some sanity into the health care system. So anyway, without further ado, here is Tom Brogan.

Speaker Tom Brogan: Thank you very much, John. I’ll see if I can get the electronics to do what we want. So I’m going to talk 
about cost pressures and cost containment to some degree, and I am going to preface my remarks by saying while I am focusing 
on cost, really that is not the right approach - we really should be focusing on value. There is a slight gap in the data available 
to measure value, so we are stuck with cost right now. But that is something that I hope over the next few years that we are able 
to resolve, because it is really the value equation that we should be focusing on the most. 

I am going to talk mostly about drugs, but let me start with health care in general. This graphic shows the per capita spending 
over the last 25 years or so without inflation. So we stripped out inflation and you can see that there are really three phases of 
expansion in health care spending. Up until about ’91 it was rising by about 2.6% on average. And then, as a result of a short-
fall of money and political wrangling, the spending on health care dropped dramatically. In fact, I think in one of those years 
it actually did drop. So it levelled of to about .2%, which is effectively no growth at all. And then since about ’97-’96 spending 
has increased rather dramatically and, as John alluded to with the politicians upping the ante every time they have a debate, 
this trend will continue rather sharply. That line might be straight up right now - it is up 4.4%. Coincidentally, the last ten years 
averages out to about 2.3%. This is spending overall on health care.
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When you look at drugs in particular, I have selected ODB, the Ontario Drug Benefit plan, not for any good reason except that 
it is the one we have the most data for right now and it is pretty representative of private and public plans. So you can see the 
purple line is the ODB spending, risen from about $1 billion in ’93-‘94, to about $2.4 billion in the most recent year. In fact 
it’s even higher than that now, $2.6 billion. The rate of increase has been double-digit throughout almost the entire period. So, 
if you take that rate of growth, and there is a bit of background to this: When I was with the government, Harvey André, the 
minister who is from this area, was always slamming the forecast that had been done for the increase in health costs. He had 
worked on the petroleum issue and there were apparently going to be all kinds of bad things happening with petroleum because 
everybody was using linear estimates in their forecasting. So we did the same thing for health care and here is where people get 
panicky, is that the top line, the purple, is ODB spending. And again, this is just representative. I am not picking on ODB, it’s 
just representative of everything that is happening. And if you extrapolate those out according to the most recent trends you 
end up with a $20 billion program, and the divergence from the rate of growth in GDP, obviously it is not higher than GDP, but 
the divergence from GDP is really unrealistic. So something has to give in all of this.

Well, coincidentally, in preparing for this presentation we plotted out - and I am not sure this was planning or accident, but 
anyway - we found that the growth in health care spending actually lags the growth in, or change in, the GDP. So that it appears 
that what we do, maybe without knowing it, is adjust our health care spending in accordance to how much money we have. 
And if you look at any international statistics, you see that the more money a country has, or the wealthier a country is, the 
more they spend on health care. Health care is a luxury good in some sense, or at least at some level it becomes a luxury good. 
So it looks like, to partly answer John’s question, where will it go - yes, it’s going to increase, but there are limits and we seem 
to have the brains enough to limit our spending at some point. Sometimes, I must admit, it is not crystal clear how to do that 
or when we do it. So now I want to turn my attention – that’s the overall health care spending.

I want to talk about drugs for the rest of this short presentation, and look at what is driving drug spending. Age - the number 
one factor or the most obvious factor. Here we have laid out the cost per beneficiary, that is, cost per claimant. So these are the 
people who actually make a claim in all of the private drug plans that we collect data from in Canada up to age 64, and then 
the 65 and over are ODB, again because we have those data in detail.

You can see that there is a definite link between age and drug costs from $125 or $150 now to about $1,000 for the 55 to 64 
age group. And then about $1,500 now if you look at the most recent figures for the 75 to 84, and that drop at the end - that 
always happen: the people who get to live to be 85, who are healthy and don’t need much drugs. So it’s bad news if you are 
using a lot of drugs young - you probably won’t get there. So they don’t call economics the dismal science for nothing, you can 
understand that.

So what this tells us is that there is a very direct link and the difference is that the rates of growth are larger for subsequent age 
groups. What we found rather consistently in the data we have looked at is that there is a link between age and the cost differ-
ence. We find that rather consistent – four percent for every year of age. So, the average 35 year old spends four percent more 
than the average 34 year old, for example. 

Now, I want to pay particular attention to the 55 to 64 age group which as you see is, among the working ages, not surprisingly 
the most expensive, and then the over 65. Because, as Statistics Canada has projected, these are the groups that are growing the 
most rapidly over the next eight to ten years - 48% for the older working age group, and something like 23% for the 65 plus. 
So you can see that it is the private plans now that are being hit because of the aging population. In fact, it has only just begun; 
there is a long way to go in terms of the age effect. If we turned to a specific drug market - among private drug plans, the most 
expensive class, that is, where the spending is the greatest; is the central nervous system (CNS) - that is, anti-depressants, anti-
psychotics, that class of drug. That costs about $60,000 per 1,000 claimants in an average plan, or a group of plans, I should 
say. That tends not to be that age-related. CNS drugs, anti-depressants and all of that, there’s a bit more use at the older age 
groups, but it is not as significant a relationship as for cardiovascular and lipid agents. So the aging will drive, in my view, the 
cardiovascular much more quickly than it will CNS, or the lipid lowering agents for example.
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The other group that is somewhat age-related is analgesics and anti-inflammatories - that’s for arthritis. Very important consid-
eration in looking at what drives health care costs, or specifically drug program costs, is the introduction of new drugs. And I 
will say more about that on the next slide.

So what we did here was take the drug classes or subclasses that have been introduced since 1995, and looked at it in propor-
tion to the total cost of ODB and the total cost of the private payers. The Cox II inhibitors, which are for arthritis mainly, drew 
a lot of attention in a rapid growth a few years ago. When they were first introduced they took off like a rocket. They are now 
stable; there is hardly any growth in those sales at this time. That market has matured, matured very early on, but it had a very, 
very quick uptake. And now it accounts for about 3.5% of total spending in the private payers. Now that doesn’t sound like a 
big number, but given that there are probably 75 or 80 classes that you can break medicines down into, you can see that that 
is rather large for one single class.

There have been a number of new drugs for Alzheimers. Now these have very little affect on private drug plans, much more 
significant impact on a government plan that will cover people over 65, which obviously is the age group that is most affected by 
Alzheimer’s. Now, if you are in a province that is looking at, in the bureaucratese “saving money”, which means having somebody 
else pay for it, private plans are exposed to a risk of paying for more Alzheimer drugs, as this graphic shows.

Osteoporosis - it is not particularly age-related and, by the way, it is not just women that need Osteoporosis drugs. This market 
will probably increase considerably in the next little while, because there is a realization that men have been seriously under-
diagnosed for Osteoporosis.

Rheumatoid Arthritis - there have been very significant developments in that market, and the drugs that have come to market 
are quite expensive but quite effective, which is a very important consideration.

Multiple Sclerosis - I know less about this market. It is mainly women, but Canada has the highest rate of MS in the world, 
Canada and Sweden. This area has grown quickly and now accounts for almost two percent of spending.

The erectile dysfunction market is only .4%. I expect this to grow up to maybe one percent. Because of limitations I don’t think it 
will be a major spending item, but it is also a fairly rapidly growing market, and now there are three products this year, whereas 
in 2003 there was only the one.

Now when we look at new drugs, as I said, this is a very significant cost driver for our plan - usually the largest single driver that 
we can identify in driving costs up from year to year. A new drug, first year, second year, it has very little impact on most plans 
in almost every case, Cox II is excepted. It is only the fourth, fifth years that they really start to have a bearing on cost. You can 
see from this slide - what we have done is look at new chemical entity introductions year by year, and you can see ’97 through 
‘99, up over 20 new molecules per year. It has now dropped down to ten. It is a worldwide phenomenon. I think that Canada 
was harder hit because of some other factors, price rules and things, but if you look at the US it is not a whole lot different.

But what this means in terms of cost is that over the next four or five years we are not going to have that major source of cost 
increase that we have had in the past. It is still going to be there, there are still ten or so new chemical entities a year coming out, 
but it is not like having 20 or 30. Now, that is on the cost side. On the benefit side, it also means we don’t have new molecules 
coming out that treat cancer and all those other things that we need better drugs for.

One of the most overlooked factors that we think in analyzing drug plans, and especially on the government side, is the skew 
in the usage of drugs. What we have done is take our patient population, and this is private payer data, and ranked them from 
the highest cost claimant to the lowest, and then grouped them into five percent bundles. What we have found is that the most 
expensive five percent of claimants account for 40% of costs, the 80/20 rule, or it’s even worse than 80/20, really is present. 
The bottom 75% account for 21% of cost. Now remember, these are people who have made a claim. So those people who 
didn’t make a claim in the year would be tacked on the end of this, meaning that bottom 75% in fact it’s probably a lot higher 
percentage of the patients have under 21% of cost. What this means is that you are really dealing with two groups, and I think 
my colleagues are going to address this in more detail. How do you deal with them? Well, you have a group that are very ill, 
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those very expensive claimants. That is not fraud; that is serious illness as I’ll show you in just a second. You have to deal with 
having the most effective treatments for those people who are already ill.

Then you have a very large portion of the groups that are not particularly ill, so what you have to do is deal with keeping them 
out of the illness category, the serious illnesses, to the extent possible. So that prevention really does make a difference. And I 
noticed New Brunswick has just come out with a policy paper and it emphasizes wellness or prevention. Ontario’s budget has 
emphasized wellness. I think this is a very major key to the long-term reduction or control of health care spending.

We took those private payer claimants who had over $5,000 a year in drug spending and we looked at what drug classes they 
were using, and you can see that Multiple Sclerosis is the leader in terms of that group. Rheumatoid Arthritis, these are needless 
to say very, very serious conditions - cancer, down to diabetes. The diabetes figure is a bit misleading - 3.9% or 3.8%. Diabetic 
patients tend to use a lot of other drugs, so their costs might - for diabetes drugs alone, which are very inexpensive in Canada, 
cheapest in almost the entire world - average out to $600 to $800. Their other medications cost upwards of $2,000,-$3,000 just 
to deal with the consequences of diabetes. So you have to be very careful when you look at just the specific drug. You have to 
look at that group of patients who are in that category. So as I said earlier, that group of people who are the high users of drug 
plans, it is not because they want to, it is because they have very serious health conditions.

Another factor that is driving drug costs in plans higher is the use of multiple drugs for a single condition. However, as I said 
at the outset, if we looked at what the value is I suspect that we would have a different picture. Unfortunately, it is the govern-
ment plan that is probably benefiting from some of this while it is the plan sponsor paying the costs. What do I mean by this? 
Diabetes, for example, we have in 1997 about 3% of patients in our database who are using three drugs in the diabetes class, that 
is three oral medications, to control their diabetes. In 2002, it was 11%. And more recent figures are much much higher than 
that. There are very good clinical studies and medical evidence to support this. It is more expense, but it is better medicine.

Cardiovascular - same situation. And here, we are up to four and more drugs to treat cardiovascular problems. Now, these are 
directly related to cardiovascular problems, it is not some of the other conditions that might be involved. These are four cardio-
vascular classed medications. Again, clinical evidence supports better outcomes but they are more expensive.

I am not going to spend very long on the next two slides, but we do have to look at what the value is. For most drugs, cardiac, 
diabetes, many, many classes, the benefits of drug use occur over a long period of time. So, it is very difficult to measure that 
direct relationship. AIDS is a little bit different. What we did was plot - the bars are the drug spending. We just took the period 
when AIDS drugs really first came out - the drug spending versus the death rate from AIDS. You can see the inverse relationship 
between more spending on AIDS drugs, and a very rapid drop in the death rate. There is nothing else that treats AIDS – it’s only 
drugs – so there are no compounding variables here. Unfortunately, there is not a very large amount of work in this area that 
demonstrates the economic value. This one is a study on Enbrel, a rheumatoid arthritis drug, and it shows - and I am not going 
to take you through all these figures - but quite a dramatic reduction in work-loss time from the use of this particular drug. I 
think the other drugs in the class probably have the same effect, I just haven’t found studies on them yet. So, my point is this 
is the area where I think we have to do a lot more work, is to figure out what is the value. There is no value, well why are we 
buying that drug? If there is bigger value, well then why are we fussing about paying for it?

Let me draw this to a conclusion. I think that we really have to think about looking at the tax system to incite employers to find 
ways to come out with stronger policies and programs for improving health, more aggressive treatment of the workforce, and 
taking more control over the health care system. I really find it difficult to believe that Canadians actually think the government 
can run a health care system. There is just something wrong with that algorithm. So I think this area really has to be considered 
in a lot more detail. As I have said more than once, develop programs with the outcome in mind, not just the spending.

I’ll wrap it up by just a warning - in doing all this, what is the most important thing to have is the data to assess what is going 
on. We do have people out there who, the privacy consultants - not the privacy commissioners - who are putting up a big fuss 
about what constitutes invasion of privacy, and how strong the privacy laws are, and most of them if they have their way we will 
have no data whatsoever to manage programs, to improve the health care system. So I want to alert you that in our business, 
yours and mine, that without access to sound data we are really going to have a problem. And there is a very serious threat from 
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people who are getting a little overzealous on how they interpret the laws, and on their lobbying for stronger laws on privacy 
protection. I am not advocating the release of individuals’ data by any stretch of the imagination, but the interpretations that 
are given to this would just shut everything down. Thank you very much.

…(applause)…

Speaker Blair F. Coffin: Good afternoon. I will just echo a little bit of what Tom mentioned - the value equation that he brings 
up is a very important part of this and it will come back again. So my point of view today, I am going to talk just within the 
context of an employee benefit plan. I am not going to venture outside into an area I don’t know too well.

From our perspective, it is a two-pronged approach to try and manage some of these costs, because I’m sure you are probably 
experiencing the same thing I have. It has been three or four years now of high trends and 20% rate increases, and every time 
you go deliver a renewal of the 20% increase they keep asking me, you know, what kinds of things are you doing for me to 
manage my plan. And this has kind of been the genesis for this project that we have been on, that’s trying to come up with 
some kind of solutions that we can present back when we get asked these types of questions. It is to us probably a two-pronged 
approach. On one side there is the health benefit management. I think there is a lot of things we can do within the plans that 
we aren’t doing today that can help contain some of the costs. And on the other side there is the organizational health side or 
a wellness model.

I am going to talk about the benefit side, what we do today and the things that we are probably going to start to do more of in 
the future. It is not necessarily that these things don’t exist already, because they certainly do. They have been around prob-
ably for a long time in a lot of cases; they are just not being utilized very much. So I think we can do more things there. On 
the wellness side we are going to. I’ll just show you what our model is for wellness. Some of the research that we have done in 
employee wellness we believe is very important to participate in, in trying to come up with some of these value-type equations 
that Tom mentioned. And again, we will look at the things we are currently doing and some of the things we are going to be 
bringing in, in the near future.

So today, on the management side, certainly the most common management technique, if you want to call it that, is just the cost 
shift, just to push it back. Certainly most every renewal that goes out now has a couple of alternative pricings. You see lots of 
70% drug plans these days – you certainly didn’t see that five or ten years ago. And also, the deductible seems to be making a 
bit of a comeback, I certainly see a lot more deductibles nowadays than I had recently. So that is just a very simple thing - you 
just cut the claims by ten percent and so now you take your 20% rate increase, you turn it into a 10% increase, they are happy. 
The employees may not be quite so happy. So there is a little bit more detail on that.

For when a drug gets added to the formulary we do have a process where we just don’t automatically - as soon as a drug gets 
an NOC, we don’t put it on the formulary. We have what we call a medical advisory panel which is a panel of external consult-
ants, cardiologists, pharmo-economists, a couple of other doctors, who review the submissions to make sure the information is 
adequate, that the benefit will be received if we add the drug to the formulary. It goes from there through a steering committee 
where we look at it from the financial side, to kind of make sure that the cost benefit weighs out properly before the drug gets 
added.

Another common procedure has been the use of the special authorization or prior authorization process. In particular, with 
your more expensive drugs, your Remicades and Enbrels or what not, have to go through a formal approval process before 
someone gets added. We did have, and it’s interesting now because we are in a time where the trends are a little bit high in 
the last three or four years. Just going back - looking backwards - during the early ‘90s we did see a similar kind of a spike in 
trend, a three or four year 20% trend, kind of an increase time. And around that time as a response to that we developed what 
we called our health-wise formulary which was a more managed formulary which actually included special authorization for 
all cardiac, gastro-intestinal and anti-depressant medications. The original theory at the time was that there were other first 
line therapies that had to be tried first. For example, for a GI (gastrointestinal) med, maybe you had to change your diet, get 
some exercise, stop smoking. Now, unfortunately, over time there has been a change in the prescribing practices, certainly for 
like cholesterol drugs and what not. Now it is very common to be put on cholesterol med as a first line therapy. So, we have 
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revised our criteria recently to remove the cholesterol meds, and just recently we took the anti-depressants off the form - the 
special authorization process as well.

So it has kind of been clawed back a little bit on us. We did see some really nice cost savings when we put this in place. We saw 
a group saving 20% under their drug plan as a result of the process. But now, of course, that has eroded over time. So now I 
think we are looking for the next thing we can do, and I think we’re going to look at some of those options in a few minutes.

Supplemental to government – so if there is an existing government program that covers that drug, make sure you push it back. 
Just to tell you that we have been looking at benefits other than drugs. It is certainly mainly a drug phenomenon, but there are 
some other areas. On the nursing side we have implemented a managed process where you actually go through a nursing pre-
approval now. You get approved up front for X number of hours. And another thing we have also done is we’ve extended the 
benefits to cover personal care workers. So instead of just having to pay an RN $40 to make your lunch for you, you can get a 
personal care worker come in at $10 an hour, so you can extend your benefit efficacy, because nursing usually has an annual 
maximum.

We have also done some revisions in our para-practioners, our chiro, physio, massage in particular. Massage now, you do need 
a physician referral for massage. And with all these services there are only certain benefits that are covered. Not everything that 
is done through a physio will be covered under our process. We do have a benefit grid based on medical necessity.

If you look at some of the options that are available to us on the formulary side, certainly the first one: just freeze the formulary, 
don’t put anymore new drugs on. There are a few groups around that have that today. There are two different ways you could 
define that. You could just close your formulary to all new drugs, except maybe generics of existing benefits or a replacement 
product. That is one way to look at it. The second approach would be to close the formulary to all drugs not approved by the 
insurer, or part of the inclusion criteria. Because the risk if you have a frozen formulary, sometimes it might be that there are 
drugs that do come out every now and again that are cheaper than ones that exist today, so you certainly want to make sure 
you add the lower cost drugs or, if it is a particular breakthrough, you certainly want to be able to perhaps provide that benefit 
to your employees.

It is not necessarily a change to the formulary, but if you have an automated special authorization process it is certainly much 
more efficient, you can expand out the list of drugs that you cover under your special authorization. We have a review of this 
and about 60% of the drugs currently on special auth could have an automated criteria, because usually the criteria says you 
have to take drug A before you can take drug B. So when you are at the pharmacy and you are submitting a claim, if the claim 
system can go through and say okay this person has already tried drug A, so now he can be approved for drug B, so there won’t 
be any form involved and it just goes right through. That is a nicer way to do special auth.

The sliding co-pay - so as your drug claims increase, your coinsurance decreases. An example here at $5,000 you have the 20% 
coinsurance, the next $5,000 at ten percent, and then no coinsurance over and above. To get any kind of savings you would 
have to have a threshold a lot lower than $5,000 for - you would have to knock that down maybe about $500 before you could 
find enough savings maybe to make a plan like that worthwhile. The no-coinsurance over a certain threshold is a nice feature, 
it is a good insurance element. Another similar type of plan with an out-of-pocket max would work the same way.

The tiered co-pay - that’s kind of a common one down in the States as I understand. It does encourage the patients to use pre-
ferred drugs by varying the co-pay among the different groups of drugs. And your drugs in your lower tiers are usually your 
less expensive ones, as an example in the States usually your generics are your first tier. Three tiers is the most common plan 
design. I will give you a couple of examples. One would be regular benefits, special authorization benefits, and then non-essential 
drugs. In this one, generics is the first tier, because in our plans we have mandatory generic substitutions. So if it is generically 
dispensed anyway it gets paid at the lower threshold, so you wouldn’t want to pay a higher coinsurance on that because that to 
us would be a cost in our plan design.
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Non-essential drugs used to be called lifestyle drugs. I have been told not to use that term anymore, to never use the term lifestyle 
drugs. It does cover your fertility, weight loss, acne meds, anti-fungals, potentially oral contraceptives. So, in a sense, you can 
understand perhaps paying higher coinsurance for some of those drugs as to more of a life-sustaining medication.

Potentially, another alternative would be to base them on place in therapies, so a first line treatment gets paid at a higher amount 
versus a second line or a third line treatment. Just some things that can be tweaked within maybe your existing formulary - 
some new options you could eliminate or vary levels of coverage or products designated as non-essential by the insurer. You 
could eliminate coverage for more costly line extensions. An example might be a Paxil CR that just came out recently. That was 
declined by our medication advisory panel. Just because we didn’t feel that there was enough of a benefit there compared to 
the existing configuration, that it didn’t turn a two-a-day into a one-a-day or anything like that, it just had a slightly better side 
effect profile, and we didn’t believe that warranted adding it to the benefit.

You could eliminate coverage for products with OTC (over-the-counter) alternatives. An example might be, although the strengths 
aren’t quite the same - you can buy Zantac now over-the-counter and you can also get a prescription for Ranitidine – it’s the same 
drug. An interesting one that was just in the media in the UK, that they’ve made all the Statins over-the-counter, so I guess they 
don’t have to be covered by the government drug program in the UK. That is one way to save some money. You could cover 
only the least expensive drug within a particular class. For example, within the GIs you could only maybe perhaps just pay for 
Prevacid and not pay for Losec. And then there is reference-based pricing, which is just really setting a maximum dollar payable 
within the class of drugs. I know in BC that they have had reference-based pricing since ‘95 in the provincial plan. Perhaps if 
you were going to set up one now from scratch you might add a few more categories than they did in BC. Certainly, to me, it is 
an interesting concept because there are several drugs within several categories where drug A costs $1 a pill and drug B costs 
$1 and there really isn’t much of a reason why you should take drug B instead of drug A, except maybe Doctor X prefers drug B 
instead of drug A – he’s had better experience. This plan would allow you to pay for drug B, but the only thing is you only pay 
it up to the level of the cheaper drug A. It doesn’t affect anybody’s choice, it just affects the amount that the plan pays.

A few other considerations - you could do a drug utilization review, you can enhance the message that you send back at the 
time of the claim, it’s just kind of a nice little message – hey, you know, you are taking this, maybe you should take this instead, 
have you considered this? Ask your doctor about whatever.

And then the final point on this slide would be to better manage the patient outcomes. There are programs available to promote 
health by working with various stakeholders, be they physicians or pharmacists or perhaps even the insurer. And that’s the 
direction we are going to go in next. So the next approach to manage your claims/benefits would be organizational health. So it 
does have a value proposition as opposed to a value equation. We have a value proposition here - it would be that the health and 
productivity management programs do lead to or can lead to improved lifestyles, healthier people, more productive employees, 
even more cohesive work teams, which will lead to productivity gains that have both economic and non-economic benefits. On 
the economic side, hopefully reduced health costs, lower absenteeism, better attendance and hopefully even potentially lower 
disability costs. Non-economic – there’s work performance, recruitment, retention, work quality and morale.

So a health and productivity model does recognize the well-being of the employee and it is an integrated solution. So it is a 
very comprehensive program. It includes even attendance support. For example, we have an attendance management product 
that after you have been off work for, depending on thresholds, three or five consecutive days, you get called by a disability 
caseworker, just checking up on you and seeing how things are going. So that is an example of really early intervention. There 
is a health risk screening component, so to get at some of the things that Tom mentioned - if you want to get these people that 
have potentially, who could have expensive medical claims down the road, get at them as early as you can, try and get some 
prevention going in there.

EFAP, Employee Family Assistance Program - prevention, intervention, educational programs. Even then, an organization that 
really embraces organizational health is going to have the corporate culture and leadership that they are really encouraging their 
employees to live a healthier lifestyle. And then you have your traditional health disability benefit programs.
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And to go back to one thing Tom mentioned, again, the value equation. This model does incorporate, as much as we can, measur-
able results. So just to look at the health risks, these are my companies’ drug claims by therapeutic class for 2003. Example, the 
cardiac drugs are 15%, cholesterol are 10%. I notice that my numbers are a little bit different from Tom’s, I figure it is because I 
am from Atlantic Canada, we are older, we are not as healthy, so we are a little bit farther up the chart by age I think compared 
to everybody else. So the anti-depressants were at 8%, the GIs are at 8%, and the NSAIDS at 5%. And those are our top five 
categories. If you look at those, they represent 46% of the claims, and you can pretty easily add in another 5-6% percent no 
problem and to mention the diabetes that came up earlier. Diabetes is about 2% of our drug cost, at about 3% of our total health 
cost when you factor in the other diabetic supplies and equipment benefits that we pay. So, the idea here is that we have those 
and then these are your modifiable risk factors, so if you are smoking, have poor nutrition, sedentary behaviour, obesity and 
stress. So I don’t think it is too hard to make some kind of a connection between the risk factors and the claims. If you believe 
that you can modify some of these risk factors, then potentially you can affect the claims experience, hopefully reducing it maybe 
even right away a little bit, and then certainly trying to slow down any increases in those benefits, that is for sure.

So we have done a few studies on workplace wellness. We do try to do about one study a year. This is a bigger one, so this one 
took a couple years to do. It was called Project Impact. It was a partnership between us, the Atlantic Health and Wellness In-
stitute and Aventis. It was a cardiac risk factor modification study which incorporated a 12-week health and wellness program. 
The components were heart health education and individualized exercise program that was completely monitored, nutritional 
analysis and counselling, smoking cessation, and a stress management program. Just to give you some background, there were 
2,700 employees that were pre-screened in Halifax between 1999 and 2000, of which 61% had two or more cardiac risk factors. 
There were 566 of those people who were randomized into two groups, the intervention and control group. It was a randomized 
controlled trial. So, of the people that qualified, the people that had the two or more risk factors, there were 20% of them had 
high blood pressure, 15% had high cholesterol, there were 25% that smoked, and 60% were considered obese, so it wasn’t a 
particularly healthy bunch. So what happened was these people were taken in and they were screened, they had all their clinical 
measurements taken, for both the intervention and control groups, so that was at the baseline. They came back at three months, 
so the intervention group went away and did the 12 week program. At the end of the three months both groups came back and 
had their clinical measurements taken again, then they went away. And then three months later, both groups came back again 
and had their clinicals taken a third time to see if there was going to be any lasting effect of the 12 week program.

The first thing we noticed that was really interesting was that just by having the screening the control group improved their risk 
factors over the first three months. So just somebody telling you that you have cardiac risk factors was enough to potentially I 
guess scare you into living a little bit healthier, so that was an interesting result. So then on the intervention group side we did 
notice that we had risk factor improvement that was even above what we saw in the control group. And we did see statistically 
significant differences in mean values between the two groups for weight, physical activity, cholesterol; we only saw that for 
the first three months, after six months that kind of dropped back a little bit. The smoking and what is called our ‘concise plus 
score,’ which is a wellness depression type questionnaire. So the only risk factor that we didn’t improve was blood pressure. 
And those improvements in the clinicals corresponded to an improvement in the Framingham five-year cardiac risk score. That 
was used as part of the return on investment model and I will talk about that in a second.

So we did try to come up with a return on investment. Very difficult to do, based on the results of a 12 week modification 
program. You know, we had the three month and the six month intervals to try and see how many people might backslide. 
But still, as Tom mentioned again, it’s spending money upfront to try and save claims five, ten years from now, so it is very dif-
ficult to predict. We ran into a number of problems with an ROI that I’ll get into in a second. It does estimate both the direct: 
the public and private medical cost; and indirect: productivity, self-reported absenteeism, disability and death benefits. So the 
equation that we used had an overall ROI of 1.64. What I find interesting was that some groups were more favourable, so I like 
the comparisons between them. So the smokers were at 3.35, so they had a return probably almost twice or actually just about 
twice at what the overall was. People who had three to five risk factors instead of just the two had a return of 2.04. Although 
the sample size was very small, we did see for the blue collar group about 3.98.

Now the issues that we had on the ROI was that it was very difficult to find a formula that we could all really agree on that 
worked, that met everybody’s purposes. A lot of, part of this project was done to develop a medical research paper, and they had 
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certainly a very different idea or understanding of how an ROI should have been calculated than, for example, I did from the 
point of view of the insurer. It only included savings related to reduction in heart, stroke and lung cancer events, mainly because 
those were the only ones that had acceptable formulas to use. Other additional benefits that weren’t incorporated because of 
the lack of acceptable models included links between smoking and respiratory illness; obesity, high cholesterol and diabetes; 
obesity and musculoskeletal problems; and stress and depression. Certainly lots of areas where we think we could have seen 
improvements. We were just very frustrated that we couldn’t incorporate those into the results.

So our involvement in product impact did lead us to develop what we call the live health risk assessment. This is a product that 
we sell. That is what happens here - you go in and you get an online questionnaire that you fill out that assesses your health 
risk in various areas, but it does also incorporate the clinical component of it as well. You go in first and a nurse takes your 
cholesterol, blood sugar, blood pressure, waist-hip ratio, calculates your BMI. So it gives you that data back and then you go 
and plug that into the web-based application. It asks you a bunch of questions and comes back and kind of assesses you, gives 
you a score. It’s kind of a fun thing for me working at a company that believes in these kinds of things because we end up being 
the guinea pigs for pretty much all of these programs. So I’ve been run through and poked and all that stuff for all this stuff. 
But actually one of my coworkers actually found out she was a type 2 diabetic through the health risk assessment, so that’s 
interesting from that point of view. So, but on the employer side to participate in the health risk assessment it does give them 
a picture of their organizational health risk. And it provides an analysis on the employee’s readiness to change because an area 
within the questionnaire does assess if you’re a smoker, if you’re actually willing to change and to go through a smoking cessa-
tion program. It does provide research for launching or improving health strategies by identifying target areas for interventions 
because it comes back and you’ll get your aggregate results for the employer. The employer can say okay, well I’ve got you know 
a high percentage of smokers and there’s a high willingness to change – a smoking cessation program is probably going to work 
pretty well. So it does again provide some recommendations for some strategies, and it does give you a benchmark because 
you’ll have your overall organizational clinical results. So you can use those as a measure as you go forward with perhaps any 
wellness initiative. So you can always come back to what your baseline clinicals were.

Separate study - this one is a much simpler thing. The product impact was a 12-week very intensive modification program. 
This one on GI was called Fight the Fire. It was with us and Abbott Laboratories. What this one is really it’s just a one and a 
half hour employee information session where you would go and they would kind of give you a little education on some GI 
related issues. This one in particular did focus on ulcer care. So, some of the stats behind it were ten percent of people will have 
peptic ulcer disease. Often is caused by the treatable H.pylori bacteria. So we had again, there’s about 800 people – 800 of us 
in Moncton of which 313 participated in the information session and filled out the post-session questionnaire. So within that 
category there were 52 that qualified for the H.pylori testing, and there were 13 positive H.pylori tests. So and I also noted that 
after antibiotics less than 5% of ulcers recur, compared to 85% recurrence rate without antibiotics. And again, some education 
about ulcers and GI conditions, heartburn, GIRD (gastrointestinal reflux disease) and all those things, and the self-management 
techniques that you can use.

A few future initiatives that we’re looking at – we’re doing more research. We got a study that’s just wrapping up now that’s 
called Working Well, which was a pain management program between ourselves, Memorial University and St. Claire’s Hospital. 
The results I say are just being kind of tabulated these days.

The next study we’re looking at is going to start this summer. It’s an asthma management program. And then the study that will 
come in after that hopefully if we can find a good one would be a study on depression. We’re very interested in doing some 
research there.

We are going to take all of these things – the studies that we’ve done ourselves, for example the Fight the Fire program – we’re 
going to do one more pilot and then we’re going to take it out to our clients. So that’s going to be an example of a list of pro-
grams that we’re going to have, that we’re going to tabulate or gather together like a one-stop shop kind of thing for any kind of 
a wellness program. We’ll research the programs that are available, either through the government or non-profit organizations, 
or potentially some ones that are available for a fee. And we’ll have that available for our clients. And we are bringing out an 
EFAP shortly.
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So just to make a few conclusions. I do believe that health care cost escalation in employee benefit plans can be managed through 
a combination of organizational health and formulary management. At the same time there are external forces, demographics, 
introduction to new breakthrough medications that are going to continue to impact employee plans. And I certainly believe that 
actuaries can play a very important role. We’ve talked a couple of times now about ROIs and value equations and those things, 
and the difficulties that we’re having with data and not having the proper data available or access to it. I think we can get a lot 
of help from the actuarial community on those things. I think there’s a lot of work that can be done there. And also any of these 
formulary designs that are a little more complicated than your standard flat fee or percentage, certainly needs some work from 
the actuarial area to help us price those.

I’d like to thank you for your time.

…(applause)…

Moderator Have: So now it’s my turn. I’m going to take a slightly different approach. I’m going to look at it from a macro 
perspective, and see where all this stuff is going. Basically it’s kind of interesting. Even though we worked on all this stuff quite 
independently, you’ll see that some of their material actually shows up in mine later on. Anyway, I’m going to take a look at 
Canada and the US, and of course one of the myths is that in Canada we’re quite different. I think somebody should talk to the 
politicians. In fact Canada and the United States actually have a lot in common in how we do the health care as you’ll see on 
the next slide. We also look at the real cost drivers, and look at how efficient we really are in delivering things. And of course 
I’m actually going to be crazy enough to propose a new health care model – that’s kind of scary. And actually going to give you 
some numbers from where I think it might actually go, if we use that new health care model.

Well let’s take a macro perspective. And of course here what I’m doing, I’m actually looking at the total health care cost. This is 
both private and public. In 2003 I think there’s about $121 billion which is about ten percent of GDP. The private portion of 
that is approximately 30%. Of the total piece, the hospital portion has actually gone from 45% down to 30%. These are actually 
important numbers to keep in mind later. And the physician portion has actually been reduced to 13% - maybe that’s because 
there’s a shortage of physicians. And the drug portion – that actually includes both prescription and non-prescription – is now 
up to 16%. In the US, interestingly enough similar kind of numbers – I couldn’t go back to 1975 but the percentage of GDP as 
we know is now 15%, and the private portion is 63.5%, but going down. And in the US the physician portion is 22%. I guess 
those are some of the key things. Now the interesting myth here is that in fact if you were to, in the one case it was Canadian 
dollars, this is actually US dollars – but if you’re actually going to sit down and do the math and figure it out, it turns out that 
the US public health system is approximately ten times the Canadian system. So it’s quite a large public system in the US, and 
most of us don’t really think of it that way.

I guess one of the interesting questions is whether all this expenditure and health care is worthwhile. Well actually if you go 
back on the life tables and go back a couple hundred years it turns out that we’ve actually doubled the life expectancy over that 
200 years. I guess you could extrapolate another 50 or 100 years and who knows where it’s going to be, but chances are we’re 
going to keep moving.

What are the real cost drivers? Well, I’m putting a different spin on it obviously than Tom and Blair, but we now have a baby 
boomer who has a little bit of knowledge, they’ve got the demand, there seems to be money around so you know if there’s 
something wrong with me I basically want you to fix me, and hurry up, and besides that somebody else is paying the bill. And 
one of the problems, of course, we’re running into is that leading edge health care is in fact in short supply. If anybody has kept 
track of what’s happening in the technology, there’s just an incredible volume of new biotechnology coming down the pipe. 
And the other problem we have is there’s no real coordination of best practices. I think if you go to most family physicians you 
might be horrified to discover that some of their practices were actually developed 20 to 25 years ago. The other problem we 
have is that the research seems to be all over the place. And by and large I think focused on where to get some serious dollars, 
which is drugs and new technology etc, but not necessarily focused on the right places. I think some of the research that Blair 
has been doing might in fact be money a lot better spent.
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How high was it going to go in Canada? Well Romanow basically, and I think the politicians were going to get us quite quickly 
to 12% of GDP, and then perhaps to 14% and 15%. And I guess at some point somebody is going to say stop, hopefully.

Well basically the health care delivery, and in fact I could even say the US health care delivery, is moving in this direction. It’s 
really a system of rationing – that means shared misery. Lots of politics here, lots of extra billions being promised. And I guess 
that’s easy to do as long as there’s a surplus somewhere. And I guess even in Ontario they’re still spending and we hardly have 
a deficit now.

The way the system works now is that physicians basically order services for the patient – they’re basically gate keepers. There’s 
really not a lot of incentive to control costs. In fact I was reading one article recently that said that in fact most physicians don’t 
actually know the costs of some of the procedures they’re ordering. And actually in terms of education most of them actually 
rely on drug companies for the new information. Well I have kind of a typo here. It says I’ve got 12 pharmaceutical reps for 
every doctor – in fact it’s the opposite. But in the US for every pharmaceutical rep there are 12 doctors. I thought that was just 
an incredible ratio. So it shows you where a lot of money is being spent to sell new drugs in the US. I’m not sure what the ratio 
is in Canada but Tom tells me it might not be far off.

Another startling statistic here – lots of errors. A recent report by Ross Baker of the University of Toronto, you may have seen 
that. I don’t know whether that was a mistake, but it says ten to 20,000 patients die each year in a Canadian hospital from 
simply errors. Even if it’s ten percent of that it’s still a pretty big number.

Today patients really have little control or knowledge. They’re really not in a position to make any choices. They really don’t 
know much about what’s going on. And you know in the end, well, the insurer or the provincial plan pay anyway. So hurry up 
and fix me.

So when you look at all this stuff and you say gee, you know, is there a better model. Well I think if you look at the regular 
market economy, one of the things that makes a regular market economy work is in fact that the consumer is able to make 
choices. So how does a consumer make choices in health care? Well, he needs knowledge. And on top of that we need to get 
competition in the health care market. So if give the consumer more knowledge, you add some competition and innovation, in 
the end you’re going to get some low cost and you’re going to have lots of access, and you’re going to get high quality. So that’s 
sort of the basis for my model.

So how do you turn a patient into a consumer? Well you give him more information. And of course again, now I’m looking into 
the future. And we’re not that far off. At some point everybody is going to have their own genetic profile, and they’re going to 
know what kind of illnesses they might be predisposed too. And in fact one of my daughters actually works in this area so I can 
tell you that it’s almost every day that there are new profiles that they can tie to various illnesses.

The other thing is of course unlimited access to diagnostic tools. That’s certainly one of the problems we have in Canada – di-
agnostic tools, or MRIs are simply hard to even schedule. And when the ill patient can select their own medical service with the 
help of perhaps a doctor or medical clinic. In other words, if you’ve got a broken leg you really don’t need to go for a referral. 
You should be able to simply go and get your broken leg fixed.

It’s interesting that the physician’s role is changing. And I guess that’s, if you go back quite a few years the physician was really 
the only person who had any information. They were essentially controlling everything. But as you empower the consumer, 
give him more information, then essentially the physician becomes really your partner in the process. And he simply helps you 
choose the required services etc, clinics, drugs, etc. And of course the other thing is that physician needs a database. He needs 
immediate access to your whole history including genetics. And of course the other thing, instead of relying on his best practices 
that he learned 25 years ago, if he could have immediate access to the best practices currently known, what an improvement!

Health care providers – well what I really see here is a vast array of highly specialized clinics. Each would again have immediate 
access to the patient’s medical history, and the current best practices tied to the circumstances. Now obviously you realize in the 
background you’re going to need a sizeable database to run all this. These health care providers would be privately owned with 
incentives related to the outcome of medical procedures. So I’m not really saying two tier, but I’m saying that if you’re going to 
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get innovation you need to get private clinics involved somehow. Certainly evidence suggests that whenever you have highly 
specialized clinics, the outcome dramatically improves. And there have been several studies like that. Of course central, we 
really need a central computer database, and of course this is where you get into the problem of privacy of information. But at 
least as a first take, perhaps it can only be accessed by the patient who carries a special key. In other words the physician cannot 
look at it unless a patient provides him with a key to use, and similarly so for the health care provider, etc. I mean that’s at least 
one idea. I’m sure there’s other ways to do it.

Now the research from what I see is basically all over the place. There’s an incredible multitude of research with no real goals. It’s 
not like the, you know President Kennedy said, well in ten years we’re going to make it to the moon. There doesn’t seem to be 
anything like that going on. Except for the big Genome project, which they put together incredibly quickly. So it’s amazing: if you 
focus, your research things do happen. So one of the things that would be handy would be at least some national and perhaps 
even global coordination of the research. And just as an example, I’m kind of shocked to realize that there are currently one and 
a half million research reports on cancer. I don’t know how in the world anybody could ever put all those reports together. But 
most of them actually focus on creating drugs that are going to shrink tumours, whereas some of the real focus should really be 
on early detection, prevention, etc, that might have had more payback. Because in actual fact on some of the, I think there was 
a recent report that actually suggested that we really haven’t, actually I think it was in the Business Weekly if anybody reads the 
US magazine - suggesting that we really haven’t moved, even though it looks like we’ve moved far in cancer, we really haven’t. 
And there’s really no reason why global governments couldn’t, in other words, if you want a role for governments, maybe they 
should say okay, this is really important. Instead of running around trying to figure out the drug profiles etc.

So new health care – obviously consumer education etc, the database, new health care economics. Now basically here is I think 
the biggest proposal - that patients should have some coinsurance. There should be some coinsurance. It should really be tied 
to income. In other words, patients this way at least will get to know how much money they spend. Because I think in the end 
there could well be an unlimited supply of health care expenditures, and as a result you would, there’s really no end to how 
much you could spend, so at least the patient should pay some of it.

My predictions – I guess this is what you’re waiting for. Well right now we’re at 10%. I think by 2010, we’re probably going to 
be at 14%. And I guess if we start to implement some of these models perhaps we can move it back down to 10% by 2020. Now 
what I’ve actually used here is the 5% GDP. You realize that actually includes inflation. So essentially what your cost is there’s 
inflation and productivity – five percent, that’s actually what was used in the recent Ontario budget. So essentially what you’re 
looking at is that kind of model. So some choices – stay on a current model – I think that’s kind of where the politicians are. I 
think they’re afraid to suggest anything else. Or we could start to turn the ship a little bit and make some small changes. And 
I think probably one of the easiest changes to make is to try to think about getting some private clinics up that are specialized 
in doing various procedures. Thank you.

…(applause)…

I guess we have a few minutes left for questions. I think we’re a little bit long-winded perhaps.

UM: If there aren’t going to be any other takers I’ll ask a question. It seems to me one of the, we can all agree that incentives are 
important in the system. And we clearly know from lots of studies, for example the patients do respond to cost in terms of drug 
use. So we’ve got studies that show that when they are presented with increased cost, patients reduce their drug use.

But what we do see, though, is that they don’t necessarily make rational choices about the reductions in drug use. We now have 
umpteen studies. Many studies done in many different jurisdictions, that show when patients are presented with co-payments, 
they reduce their use of both essential and non-essential drugs. We have just a couple of studies that have tried to extend that 
into patient outcomes. One of the most notable ones out of Quebec that looked at the effect of introduction of coinsurance in 
the Quebec drug plan on outcomes, the study done by Robyn Tamblyn at McGill. And what it showed was that the introduction 
of the coinsurance resulted in a reduction use of both the essential and non-essential drugs. And that in turn was associated 
with increase in emergency room visits, hospitalizations.
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So one of the interesting questions in terms of how we organize and control health care costs is the shifting of health care costs 
from one area to the other. Formulary policies, the big question about formulary policies, what is the effect on patient outcomes. 
And on one hand there’s the issue of managing the drug costs, but if efforts to control drug costs end up shifting the costs to 
increased physician visits and hospitalizations, then that can be detrimental. So it seems to me that one of the things that is 
really important is to start to understand not just the effect of these incentives and cost, but also to understand the effects on 
patient outcomes. And then in turn how that further ends up driving the cost. So the question I would ask, and to all three of 
you really is, in terms of controlling drug costs and controlling health care costs, how do we factor patient outcomes into the 
incentive structure?

Speaker Brogan: I’ll take a stab at it. I mean obviously it’s something that you’re concerned with. If you’re spending money in 
your drug program you certainly want it to have some kind of an effect. The problem that we see from the employer and the 
employee benefit side is that it’s the employer that’s paying a certain portion of the cost. And the employer tells you that okay, 
I’m not going to pay the dollars that you want me to pay, you’ve got to find me ten percent as a savings. I think that to me the 
idea is to design the program – the best program that you can for the money that you have. So certainly some of those issues 
that you mentioned are a big problem in your drug plan anyway in the first place. Nobody benefits if you spend money to pay 
for drugs that people don’t even take certainly, so from that point of view it’s true. But the outcomes and the cost between the 
public and the private and all those things are again, the areas where I think we need to do a lot of work to get the data together 
to do that. Potentially even just on the health and wellness side that I mentioned – if you’re an employer and you spend money 
on the wellness side, well potentially maybe you should get a tax break for spending that money right. Because you’re going to 
end up potentially saving the public plan money in the future.

UM: I was going to make that very point. In the private side there’s a discrepancy between plans that pay for drug coverage and 
run programs to improve health yet the beneficiary is really the government plans and there’s no spillover. So there’s a disincen-
tive. But when going back to the basic premise does, is the price of (inaudible) for drugs. Well I think in the short term there is. 
Because the work that Robyn did that was looked over a fairly short period of time and I think it was bang on that people will 
stop taking the drugs, they end up in the ER, or doctor visits, or more ill than they would otherwise have been. But we have 
seen, and part of it is just observation which is not so good, but years ago we did a study when BC changed their co-payment 
and deductible. And we did see the same thing Robyn found was a sharp decline in a lot of drug use, it was more pronounced, 
it was less pronounced for diabetes drugs for example as I recall, but then over time the levels came back up to where they were, 
or at least close to them, and then resumed on the same trends. So I think you have to factor out that shock effect and then 
people adjust their incomes, or their disposable income to start consuming at the same level or near the same level. So there’s 
a big question – how do you really measure that? And then what’s the impact on outcomes? Well, if they have reduced drug 
use, I do believe that has a detrimental impact on a lot of disease classes. Diabetes is the easiest one to understand if you, there’s 
been lots of trials, a couple of classics that demonstrate very aggressive treatment of diabetes. It doesn’t stop the disease but it 
postpones the long term consequence very dramatically. So there is a very high risk. How you measure it is a major question. 
And the thing that we see is the absence of the data to be able to do that in a sound way.

Moderator Have: I guess in my model, I do see room for coinsurance. Because I think there needs to be some level of participa-
tion, otherwise everything becomes free, and there’s really no control. But I do think that the introduction of coinsurance can 
be a gradual process. I think there could be incentives built in there depending on how well you are, and secondly the type of 
drugs you’re taking for instance.

Dave Pelletier: John, you described towards the end of your presentation like a new model and various aspects of it, with 
interesting predictions on the economics as the cost would eventually rise and then fall ultimately as this new model came into 
play, relative to the GDP. I’d ask actually the other two panelists, and also yourself, as how likely do you think it is we will get 
to this kind of new model. I mean are we just whistling Dixie or do we think there is a legitimate chance within the political 
situation we have in Canada to actually achieve the kinds of changes you’re talking about, and also what can actuaries do to 
help the country get there? I’ll ask the other two panelists first before we come to you.
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Speaker Brogan: I can’t do very much analysis before I come to the conclusion that we’re going to end up with two tier health 
care. Let me rephrase that – official two tier health care. We have it now, just that I think we’re either too dumb or something to 
recognize it. Every country in the world has some form of two tier. It doesn’t have to be the US model – there’s lots of models.

And I think one of the shortcomings of Romanow and Kirby was the bias against even dealing with the issue. We should have 
had a huge debate about what kind of two tier do we want, and not trying to put our collective heads in the sand.

So, because what’s happening right now - and the example I like to use is a very major newspaper spread in the Plattsburgh Press 
- that Plattsburgh is a town in upper New York State that has marvellous CT scans, MRI machines, all this stuff - and doctors to 
attend them, financed by the Quebec government, because when they can’t meet the demand they send patients to Plattsburgh 
and pay for the cost. So we are essentially exporting jobs. Now, my thinking would be wouldn’t it be better to have those kinds 
of jobs in Canada, not the United States? Nothing against the US, but I think it would be better here. So you really can’t do very 
much analysis without coming to the conclusion. We have to do something because there are a lot of people, and I’ll bet you 
a lot of people in this room, when you want treatment you want it now, you don’t feel well now you want treatment now, not 
six months from now. So that’s where I am on all of this, and I do believe after the election sanity will ultimately prevail. We’ll 
probably have a royal commission or two to get into where we have to be ultimately, at least in my opinion.

Speaker Brogan: Yeah, I mean I’m not going to really think about it too much, or believe anything until probably June 29th 
…(laughter)…, and I might sit down and think about it then.

We’ve just been through too many cycles of there’s going to be a national pharma care, oh no, it never shows up. There’s going 
to be catastrophic drug program, oh, it’s been two years and nothing showed up. So eventually something will have to change. I 
think the problem is that, it’s just that the cost to maintain even the existing system I think is formidable and probably not afford-
able to maintain. So, and I’ll be here on the other end, it’s just additional programs, right? So, it just needs to settle itself out.

Moderator Have: Yeah, I guess the question is what is the trigger point really, where somebody says hey, that hurts too much. 
And it’s amazing if our productivity or if the money is there, well, gee, it doesn’t hurt too much, but there might actually come 
a day when we can’t afford it. Right now I mean, if you’ve listened to any of the debates, it’s simply like they’re outbidding each 
other – well, I’m going to spend more money than you, I’ll spend a dollar more than you. So that really is no plan at all. So there 
needs to be, my guess, I certainly figured out that it needs, we need to get to the 14% or 15% perhaps. Because the day you make 
a decision it’s got a lag effect. So my guess is we’re probably going to make a decision in about three years, which may figure out 
with where you’re at Tom, and it’s going to by that time well, you know three years from now that’s 2007, and certainly some of 
the items I saw in there that’s going to make a big difference is let’s get some people trained so we can get some real clinics out 
there who specialize in doing various things. Let’s get things moving. Of course at this point you’ve got a backlog to deal with, 
and there’s also time. So I figure it’ll be 2010 by the time this ship kind of turns around.

Speaker Coffin: If I could add one point to what John said, there, and John and I were talking about this earlier today, there’s 
an article in the Harvard Business Review, this issue – courtesy of Air Canada, I read this – and it is the most insightful and 
probably fundamental article on health care and health care economics that I have read in my career. And I think there’s a tre-
mendous amount of advice and saneness in this article and I highly, highly recommend it. Because it goes right to what we’re 
talking about.

Pierre Saddik: John, you had a slide mentioning the need to get more competition within health care system, and you were 
talking, you were looking at a debate yesterday, they were actually about to put police to kick out private clinics in the Ottawa 
area and a few others, which will deter competition. In fact I think...

Moderator Have: I’m wondering if you could speak up.

Mr. Saddik: I’m sorry. The thing is that in your model you’re improving increasing competition in health care system that would 
be able to improve standards and also have lower costs, and you look at the current trend and yesterdays debates sort of sym-
bolize that trend that they wanted to have more money into the system, but less, like private had no role almost into the future 
health care as to probably all four candidates did not want to admit to any private contribution in that. And that even Martin 
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said that he wanted to go towards the Romanow model which is very much like against private, against the Kirby model which 
was more private. So I think one of the roles the actuaries can play, and maybe David’s question was along this side, would be 
to prove to the government that that partnership can work and perhaps to give an example of how we can benefit by having a 
private/public combination that would actually, even though it does have some form to it, just to convince the government and 
the population that it can actually be a win-win situation. Because lets face it – it exists already, so it’s already, and there’s some 
suits going on right now and some people won - because they went to the States to get treatment right away for cancer - and 
they won, and the Régie paid their whole expenses. So, and Martin said he wanted to reduce waiting lists. He said it like four or 
five times. So I think our role would be to find the data necessary to convince the government and the population that private 
sector could play a role, and I think to remove the taboo away from the two tier system. There has to be an approval, there has 
to be consensus that yes it could work, and our role would be to bring that partnership into place.

Moderator Have: That’s right. I mean I guess what you really want is, I mean, I think the solution is that there really is some 
competition – let’s get the value up and the unit cost down. It’s really what it’s all about. Reconcile economics – supply side 
economics.

UM: I just have a question for the panel – education of the consumer seems to be an important part of this, and it seems like 
public health measures have had tremendous impact. Yesterday, Statistics Canada released a report on smoking levels, and we’ve 
seen tremendous drops, which I don’t know if anybody has ever measured the impact, which would be interesting to do. But it 
seems like the consumer, it’s my impression that they always want things that may be not best for them, and I’ve seen this around 
the world, so how do you truly educate them, and then how do you truly educate the medical community? Because there are 
people in the medical community that have vested interests to continue to provide services in the certain model, whether it’s 
cost effective or not. So I think that’s a problem because the consumers are going to demand unnecessary services all the time, 
and that could be a cost driver.

Moderator Have: Well I kind of like the stuff that Blair was talking about. I think it starts at the bottom end and is just all over 
the place. The average consumer today is far more knowledgeable then they were a few years ago. Actually, in terms of the new 
drugs that are, like this was the US study, but almost 75% of the new drugs that are being dispensed in the doctor’s office in the 
US are at the request of the patient. And the doctor says okay, I did my work, we’ll try it. And where do they get that informa-
tion? Well that information actually comes from the US TV. There are all kinds of ads floating all over the place. And we’re even 
seeing some of them in Canada.

Claude Boily: I don’t want to question your assertion that competition will help decrease costs. Actually you know we’ve seen 
it so many times. Like for instance in eye surgery or things like that, but on the other hand you know I find it difficult that the 
country where there’s the most competition in health care, which is the United States, is the one where actually the health care 
costs are the highest relative to GDP. So could you please elaborate on that?

Moderator Have: Yeah, well I’m not sure – I guess one of the myths is that the US model is quite different from the Canadian, 
and I’m not sure it is. The other piece of it actually, which I should have spent more time on, but it’s really the whole biotechnol-
ogy. There’s an incredible amount of stuff going on there. And I think Canada, if we were to start promoting the development 
of that plus the clinics who are specialized in using that, I think we could really get a huge advantage.

Speaker Coffin: If I could add just one point – I’ll go back to the article in Harvard Business Review, Michael Porter’s article – it 
talks exactly about what your question is. Why are costs so high in the US? And he talks about zero sum competition. There 
really isn’t competition in the US. It’s a competition about how do I get out of paying for this and get somebody else to pay for 
it, not in improving efficiency like there is in other industries. And that’s one of the reasons I like the article so much, but it 
really does come to this point, and most of it’s applicable directly to Canada as well.

Moderator Have: Well, I thank you very much for attending. And thank you very much to the panel.

…(applause)…


