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THE POLITICAL ECONOMY OF EXTRA-BILLING

I. Introduction

There is a popular but mistaken perceptidn that extra-billing is a
recent phenomenon. Mény wrongly believe that extra-billing was intro-
duced after the passing of the Established Programs Financing Act1 in
1977 or somewhat later, specifically after the termination of the wage
and price control program that was initially impliemented in late 1975.
It is commonly argued that extra-billing by physicians was mainly a
reaction to the decrease in reallor relative incomes that physicians

had experienced during most of the past decade.2

Indeed, it is quite _
accurate to assert that the general public only came to regard extra-
billing as a problem in the fall of 1979 with “he rapid increase in the
rate of opting-out in Ontario and the notab?é increases in Ealance-

billing in Alberta and Nova Scotia. It is not an exaggeration to contend
tﬁat the phenomenon of extra-billing was the single most important health
policy issue that defined the so-called "medicare crisis" of the late
seventies. This issue elicited a great amount of commentary in virtually
every submission to the Hall Review of 1979-80. The other phenomena that
characterized the crisis include the introduction of new authorized charges

3, the increase in health

4

for hospital care or the raising of existing ones

insurance premiums in the provinces that still levied them', and the

growing perception that government restraint of health care expenditures,

most notably on hospital services, was excessive to the point that the



principles and standards fundamental to the Canadian medical and hospital
insurance plans were being jeopardized.

However, all of these phenomena were in force throughout the seventies.
Extra-billing, for example, existed in Ontario and in Nova Scotia from the
very beginning of Medicare. While there are no official statistics on the
extent of extra-bi]iing during these early years and, regrettably, there is
a serious dearth of reliable data even for the past few years, there is
nevertheless a general consensus that in the aggregate there.has been a
noteworthy increase in extra-billing over the post-medicare period. Indeed,
it is the perceived rapid spread of the practice of extra-billing in con-
junction with the rapid increases in authorized charges and premiums that
alarmed the public and engendered a feeling of a crisis. What was once
ignored, if not tolerated, was now seen as a serious erosion of the prin-
ciples of Medicare. Numerous interest groups were sufficiently alarmed to
’initiate and organize concerted action to preserve hard-won advances in
health policy. | '

The heﬁghtened concern about extra-billing should also be seen as a
specific manifestation of a more general concern about future social policy.
The nineteen eighties may represent, at worst, a break from, or at best, a
severe strain in the historic pattern of development of the so-called
Welfare State since the great depression. The recent resurgence of con-
servative palitical currents has already eroded and continues to threaten
a variety of social programs and policies. More worrisome is the dismal
or, at best, marginal prﬁspects for economic growth and fears that we are
in the midst of major technological and structural changes that are likely

to exact very high social costs. The fiscal dividends of economic growth




have diminished just when public solutions may be most needed to solve
present and futurz social and economic crises. As well, the recent policy
debates in Canada over universality versus selectivity, together with some
disconcerting social indicators (for example, on the extent of poverty,
income inequalities, unemployment and differences in morbidity and mortality)
suggest that the social consensus on how to deal with these problems is
disappearing just when the economic system is apt to generate a more unequal

distribution of income, wealth and opportunity.

There are couiisiderable pressures on many national governments of the
western world to push back the fiscal responsibilities for social policies
to lower levels of government, and for all levels of government to consider
various notions of "privatization" with the main objective of transferring
public costs to individuals. This is true for Canada as well. The risk
in these developments is, of course, the fragmentation and balkanization
of social policy and programs.

In this emerqging political and ecoﬁomic environment the policy outcomes
of current debates are more likely to be determined by the power structures
and pressures exerted by interest groups in society”than by the basic value
systems and preferences of the population.

An often overlooked fact is that in much of the western world the
public provision of hospital and medical services was among the last of
the policies and programs normally associated with the aforementioned
Welfare State. The lateness is largely due to the resistance and antipathy
to such programs by professional and commercial insurance interests.6

However, despite the recentness of Medicare in Canada it is the most cherished

and popular of the public programs.



Partly as & result of public pressure, the newly elected Progressive
Conservative federal government in 1979 décidzd to institute a cqmprehen-
sive review of health policy to be undertaken by Justice Emmet Haﬂ.7
The central task of the review was to assess if and to what extent the
principles of Medicare weré being breached by the recent deve]opments.8
The Hall Review unequivocally identified the onenomenon of extra-billing
as a grave threat to the principles and, indecd, the very survival of
Medicare. Soon thereafter a report of the Parliamentary Tﬁﬁk Force on
Federal-Provincial Fiscal Arrangements reaffiimed this judgement.g These
two reports left no doubt that the existing pieces of legislation, speci-
fically the Hospital Insurance and Diagnostic Services Act of 1957, the
Medical Care Act of 1958 and the Established Programs Financing Act,
needed to be revised if the original intent and spirit of the publicly
financed universal, comprehensive health insurance programs were to be
maintained. The reports confirmed what was generally known, that the
existing standards and principles expregsed in the aforementioned legis-
lation were weak, vague and vacillating and badiy needed to be rewritten.

These reports together with the growing expression of concern by
the public legitimized the need for a new Canada Health Act. In the i11-
fatéd budget of November 1981, the federal government formally announced
its wish to clarify the principles and standards of Medicare and to
devé]op mechanisms to ensure their maintenance. This was to be achieved
in' consultation with the provinces and to result in.new legislation by
March 1983.

In May 1982, the federal Minister of Health and Welfare outlined the

federal proposals for the new )‘Juct.'IO The occasion. drew considerable




attention to the clear retreat from the previously declared wish of the
fedgraI Minister of Health and Welfare to ban physifian extra-billing.
Subsequently, her department prepared a working draft of a more detailed
description of the Minister's proposals and in September revised the
earlier draft or "working paper" as it is called by fedéra1 0fficia]s.11
This draft is available to the public and it incorporates many of the
concerns the provinces had expressed to earlier drafts and proposals.
Evidently, the Department of Health and Welfare itself seems to want a

-new Canada Healt Act so as to preserve the original intent of the current
principles and standards embodied or thought to be embodied in the exist-
ing legislation, but with a few additional changes with respect to enforce-
ment, accountabi!ity and, not unimportantly, federal visibility.

Tq date, however, the critics of the September draft have gone far
beyond the Deparfment's narrow and partial objectives. Thus, some have
called for a major rethinking of health policies with vastly different
views and perspectives, for example, about comprehensiveness, the role of
the physician, the exclusive concern with sickness, the integration of
health and sociai policies, remuneration methods to professionals, and so
on.12 It is noteworthy that a number of the proposals and suggestions for
reform are clearly not within'the jurisdiction of the federal government
and hence cannot be addressed by the new Canada Health Act. Many public
interest briefs have explicitly called for the forthright prohibition of
extra-billing and are not content with attempts to merely control the extent
of extra-billing. Others have demanded equally radical changes, for example,
the re-introduction of private health insurance. Thus it appears that even
to re-establish the "essencé of Medicare" is by no means an easy task. The

medical associations, as well as provincial ministers of health, have

persistently and emphatically attacked the federal intentions to control let




alone ban extra-pilling. The divisions on extra-billing are fundamental.
What is clear from both the events leading up to the new Canada Health Act
and the public, professional and provincial government reaction to the draft
or "working paper" version of the new Aﬁt is that extra-billing is by far the
most controversial issue that has to be addressed.

The following sections consider briefly what precisely is meant by
extra-billing, the legal framework governing extra-billing, the consequences
of extra-billing, and the validity of the arguments for extra-billing. This
is followed by a discussion of the policy options at the federal and provin-
cial levels of government to counter the practice of extra-billing. In the
final section the arguments are summarized and a number of recommendations

are offered.

I1. Extra-Billirg: Definition, Legal and Statistical Overview

Definition

There is a considerable and 1arge1y‘unnecessary terminological confusion
surrounding the concept of extra-billing. In this report the concept is
defined simp]yi§s point-of-service charges patients are required to pay for
insured medical services that are higher than the provincial benefit
schedule. The profession appears to avoid the term extra-bil1%ng, preferring
instead the euphemism "patient participation."13 {Extra-biITing thus involves
an out-of-pocket cost to the patient.for the use of medical services and a
trénsfer of the sum to the physician providing the servicé@; This generic
defiﬁition incorporates the practice of balance-billing found in Alberta
and Nova Scotia whereby the physician bills the patient only the amount

above the provincial benefit schedule and bills the prdvincial insurance
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plan for the allowable benefit amount. A1l other provinces have disallowed
balance-billing by legislation at various points since the inception of

Medicare (for example, Ontario in 1972 and British Columbia in 1981).

Legislative Overview

The billing procedures under Medicare vary from province to province.
Table 1 presents an overview of the current 1éga1 situation governing
extra-billing by fee?for—service physicians in the pmm’m:es.‘4 Evidently,
Quebec is the only province that has technically legislated an end to
extra-billing by requiring opted-out (or "non-participating" as the pro-
fession sometimes like to call it) physicians to bill patients for all
their services aﬁd simultaneously refusing to reimburse their patients
for such services. In Quebec, non-participating physicians can be said to
be entirely in private pracﬁice with no government insurance payments to
them or to their patients.

Participating or opted-in physicians in Newfoundland, Quebec, Ontario,
Manitoba and British Columbia bill the provincial insurancé plan for all
services and accept the plan payments as full reimbursement.
| As shown in Table 1, opted-in physicians in Prince Edward Island, New
Brunswick and Saskatchewan can bill the insurance plans for services they
provide to some patients (and accept plan reimbursement as full payment)
or they may bill some patients directly for all services (Tegally termed
mode III under the well-known Saskatoon Agreement of 1962). Such direct
billing of patients may involve extra-billing. Put differently, doctors
in these three provinces do not have to opt-out of the provincial plan in
order to extra-bill patients. These direct-billed patients are subsequently

reimbursed by the provincial insurance plan for only the provincial benefit
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amount.

Since balance-billing is still permitted in Alberta and Nova Scotia,
the notion of opted-in or opted-out doctors does not really apply in these
pron{inces.15 In both provinces the physician must inform the provincial
insurance plan how much the patient was billed directly for the services.

Finally, both Ontario and Manitoba permit some opted-out physicians
to bill for certain services as if they were opted-in, that is, bill the
provincial insurance plan without extra-billing patients.

It should be clear from this description of billing procedures in
Canada ‘that, depending on the province in question, it is not necessary
for a physician to be opted-out to extra—bf11 nor is it the case that all

opted-out physicians always extra-bill their patients.

The Extent of Extra-Billing: A Statistical Overview

Accordingly, there are different ways of assessing the extent of extra-
billing: one can look at the number of physicians currently opted-out (and
hence having the potential to extra-bi]i) or actually extra-billing; one
can consider the number and percentage of services which invofve extra-
billing (not all opted-out physicians extra-bill for all their services
and not all extra-billing physicians extra-bill all their patients); and
finally, one can look at the amount of such extra-billing in relation to
some numeraire (such as the total amount of provincial payments made to
doctors) or to the average amount of extra-billing income per physician
(who extra-bills).

While all of these Ways of describing the extent of extra-billing
would be useful and interesting, much of the required data is somewhat

difficult to obtain for the provinces except for Nova Scotia and Alberta.
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The Department of National Health and Welfare conducted a province by
province survey cn these issues in 1980. The resulting study is, unfor-
tunately, not available to the public. Whether this is because of the
confidentiality of the information supplied by the provincial governments
or the problems with the reliability of the data or other reasons is not
known. The Department is presently making another attempt to discover
the extent of extra-billing in Canada.

There are, of course, some indicative evidence of the extent of extra-
billing in Canada as presented in Table 2. It is clear from the data
that provinces that do not require opting-out as a precondition for extra-
billing (Alberta, Saskatchewan, Nova Scotia, New Brunswick and Prince
Edward Island) have more extra-billing. The notable exception is Ontario
where, even though doctors must opt-out to extra-bill, about 16 percent of
them do so and the value of extra-billing in relation to plan payment is

the second highest in Canada.16

Opting-out rates and extra-bi]]ing‘have markedly increased recent]y.17
However, it must be noted that for any one province the extent of opting-
out and/or extra-billing varies over time and sometimes considerably so.
For example, in Ontario about 13.5 percent of physicians were opted-out in
1972. The rate declined thereafter and fluctuated between 10 and 12 percent
until the middle of 1978. Thereafter, the rate increased dramatically to
18 percent within nine months and remained at that level for about a year.18
It has stabilized to between 15 and 16 percent over the past year. To
cite a more dramatic example, in Prince Edward Island, about 44 percent of
the doctors were opted-out as a result of the failure to negofiate a new

benefit schedule with the government. Presently, however, only 8 percent
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TABLE 2. Extra-Billing by Province, M>cch 31, 19812
Province Doctorsb Value of Extra-Billing
Number % Amount ($) i~
B.C. 1 .5 -- -
Alta. - 994 441 . 8200 000 4.8
Sask. - 350 30.7 2 100 000 2.3
Man. 96 5.9 1 200 000 1.1
Ont. 9 997 15.5 40 000 000 3.5
Que.d - (49) ' (.5) _ -- 5,
N.B. | 8 137 100 000 0.2
N.S. 663 52.8 2 800 000 3.5
P.E.I. 8 5.8 200 000 2.2
NFld. 2 0.5 80 000 0.3

s of March 31, 1981 or nearest date. Alberta results are for January
1982 except for the estimated value of extra-billing which refers to
1981.

bFigures for Newfoundland, Ontario and Manitoba are for opted-out doctors.

CEstimated dollar value of extra- billing as a percentage of medicare plan
payments for insured services.

dThe 49 Quebec doctors practice outside the medicare plan. Most of these
"non-participating" doctors are over 70 years old or undertake activities
other than rendering insured services, so in practical terms direct
billing is virtually a non-existent problem in Quebec.

Source: Medicare: The Public Good and Private Practice (Ottawa: National
Council of Welfare, 1982), Appendix B.
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=~ of the doctors are opted-out. The Prince Edward Island case in 1979 was

clearly a sporadic one. .

A significant number of physicians extra-bill in Nova Scotia, Alberta,
and Saskatchewan. In Nova Scotia, the proportion of physicians who extra-
bill for at least some services increased from 42 percent in 1977 to 51
percent in 1979 and is currently about 53 percent. In Alberta the propor-
tion of doctors who extra-bill has varied between 44 and 47 over the last
four years.

In every province the proportion of services actually involved in
some extra-billing is lower than the proportion of physicians extra-

bi11ing.19

For instance, while slightly more than 15 percent of Ontario's
doctors are opted-out, only 7 percent of all services are billed above the
OHIP benefit schadule. This discrepancy is largely due to billing pro-
cedure changes implemented in December 1978 which allowed opted-out doctors
to bill the provincial plan directly for services provided in clinics of
all public hospitals. Similarly for thé_province of Manitoba. However,
the difference between the proportion of doctors who extra-bill and the
proportion of services that involve extra-billing in each of the other
provinces is much smaller in percentage terms than it is for Ontario.
However, comprehensive and reliable data are not readily available and it
is hoped that the study currently undertaken by the Department of National
Health and Welfare will be able to furnish the required data.

Extra-billing also appears to be more moderate in scale when measured
in terms of the value of extra-billing as a percentage of total plan payments
as indicated in Table 2. That ft should is, of course, obvious, unless

physicians begin to extra-bill for all their services and the amount of
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extra-billing i. no less than the penefit amount:

More importantly, these are aggregate, province-wide measures. The

ratios presented in Table 2 are grossly diluted by the fact that (a) not

all doctors extra-bill, (b) even those who do extra-bill do not extra-bill
all théir patients or for all services or by the same amount, (c) extra-
billing is largely an urban practice so that the province-wide averages
understate the problem for urban residents, and (d) within gertain speciali-
ties the proportion of physicians who have opted-out or extra-bill is
extremely high. A1l these factors suggest that even if some people regard
the figures in Table 2 as seemingly benign, they distort and understate

the realities of extra-billing to those who are subject to such direct
charges” for medical care.

For example, in some counties of Ontario Lhe.proport%on of physicians
who extra-bill is about 40 percent and in some towns it is more than 80
percent.20 In Alberta, extra-billing is especially concentrated in
Edmonton (55 percent) and in Calgary (62 percent). In Alberta the.majority
of dermatologists, obstetricians and ear, nose and throat specialists and
mbre than 90 percent of opthalmologists extra-bill their patients.21 Such
examples can be cited for every province where extra-billing occurs and it
is clear that extra-billing is a clustered phenomenon both in terms of
specialty and geography.

There is also considerable variation in the amount charged by extra-
bii1ing physicians. An earlier 1976 Ontario survey showed that extra-
billing ranged from 9 percent above the OHIP benefit schedule for internists
to 35 percent for psychiatrists.z2 A later study reported that almost 50

percent of opted-out doctors had charged amounts above the Ontario Medical
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Association fee schedule which at that time was 43 percent above the OHIP

benefit schedule.23

It might be noted that while province-wide statistics usually cited by
: | some provincial ministers of health and the provincial medical associations
are misleading, theICanada wide picture often portrayed by the Canadian
| Medical Association is downright deceptive. The CMA is rather fond of poin®ing
g out that only two pef cent of physicians incomes is derived from extra-billing.
: Such a global measure suffers from all of the reasons cited earlier. However,
E the extent of extra-billing is further diluted by the fact that not all of
I the provinces permit extra-billing.
Even if one could obtain reliable and highly disaggregated data to
describe the extent of extra-billing such a picture would be insufficient
as a portrayal of the effecfs of extra~billing. As will be argued in the
following section extra-billing deters particular population groups from
obtaining care. Thus, one cannot regard low percentages for the value of
extra-billing in relation to plan payments as benign or witﬁin. acceptabIe
" "arameters" as one provincial Miniéter of Health put it.24 Such figures
obvious]y cannot incorporate the deterrent effects of extra-billing.
Stated differently, the fact that extra-billing is a clustered phenomenon
and may have a deterrent effect on some population groups suggest that
even seemingly moderate levels of province-wide measures of extra-billing

probably conceal within them particular areas of. concern.

[11. The Effects of Extra-Billing

There is ample evidence that extra-billing is a highly sensitive issue,

provoking reactions ranging from impassioned demands for its abolition to
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an ideological and sometimes illogical defence of the practice. The con-
victions behind these diametrically opposed policy positions are so strong
and fundamental as to defy attempts at reconciliation and compromise. It
is hardly surprising that the federal intentions to control the extent of
extra-billing, rather than to ban it outright or to tacitly accept the
current situation as most of the provincial governments appear to be doing,
came under very strong criticism from both the opponents and the defenders

of extra-billing. What is also clear from the rancorous debates of the

past few years is that the resolution of the extra-billing problem is
not only an economic matter but also a complex constitutional, political,
legal and value jidgemental issue.

In this section some of the effects of'extra-b111ing that warrant
careful attention in designing the public policy responses to the practice
by government are briefly examined.

Opponents of extra-billing have argued that it violates a number of
the principles of Medicare explicitly afticulated in the Medical Care Act
of 1968. Some have thought these violations serious enoughhto advocate the
withholding of federal transfers for health care programs.25

- Extra-billing per se violates neither the principles of public adminis-
tration of the insurance program on a non-profit basis, nor the condition
that provinces must cover 95 percent of their insurable residents.

With respect to the portability of benefits across Canada, extra-
billing does introcuce some complications and inconveniences to patients
and doctors alike. There is a belief among bureaucrats at both levels of
government that the resulting problems are not insurmountable and could
be resolved by procedural adjustments to billing and the settling of
interprovincial accounts.26 Whether a fully effective arrangement satis-

factory to patients and doctors could be worked out and implemented,
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however, remains to be seen.

Extra-billing assumes a greater significance in relation to the other
principles of Medicare. The Medical Care Act Qtates that "the plan pro-
vides...upon uniform terms and conditions to all insurable residents of
the province...insured services...on a basis that provides for reasonable

compensation for insured services rendered by medical practitioners and

that does not impede or preclude, either directly or indirectly whether

by charges made to insured persons or otherwise, reasonable access to

insured services by insured persons."27
There are essentially four ways in which the uniformity principle

M is or can be violated by the practice of extra-billing. Firstly, physiciars

f ~ who extra-bill readily admit that they practice price discrimination by
T charging some patients more for some services that others. In fact, the
i 'Q government and the society generally expect them to do so and to specifi-

cally exempt the poor from extra charges. Frice discrimination was, of
course, common in the years before Medicare.28

Secondly, as was stated earlier, égtra-bi]]ing is a group phenomenon.
This implies that some residents in certain Tocalities or needing specific
specialist physicians are more subject to extra-billing than other resi-
dents of the province.

The third way in which the uhiformity principle may be violated is,
ironically, a result of governments' wish to reduce the barrier to access
of care to poorer patients. In Ontario, for example, opted-out physicians
can separate their billing of poor patients from the richer ones and
hence be assured of guaranteed reimbursement at OHIP benefit rates for
the former by scheduling them into hospital clinics while reserving their
private office hours for those who are able to pay the extra charges.

"The actual extent to which such a two-tiered system is being put into

place is not accurately known as yet, but some initial indications are

)
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«29 Such "streaming" of patients by opted-out doctors has the

disturbing.
potential of creating a two-class medical care system. The care provided

in clinics may be less prompt, less comfortable and more impersonal and in

the current context of stringent hospital budgets some clinics may lack

the full provision of auxiliary resources.

The fourth and potentially most significant way in which extra-billing
‘may contravene the uniformity principle relates to the impact of the
practice on the quality of care different patients are Tikely, or expected,
to receive. Should the phenomenon of extra-billing become more widespread,
there is a very real risk that it will affect the way physicians, and throuyh
?them hospitals as well, will treat patients on the basis of whether or not :
they pay the extra charges just as was the case before the introduction of
medicare. Should that transpire Canadians wou'd have lost a precious feature
.of medicare, if not in reality nevertheless in intent, that patients are to
be treated uniformly based solely on medical need. We have come to believe
that the hallowed doctor-patient relationship and the clinical and ethical
principles it entails is not conditioned upon patients ability to pay.

Price d{scrimination by physicians, the clustering of extra-billing
physicians and a two-tier system of medicine violate the requirement that
medical services by provided upon "uniform terms and conditions to all
residents of the province." While many in society may tolerate price
discrimination believing it to be at least well-motivated (the Robin
Hood principle) especially if the poor were effectively exempted (but
there is evidence that they are not), they may not be so benign towards
the fact that some are subject to extra charges which can be substantial
while others who may be in 1ike economic circumstances are not. Finally,
on the basis of numerous briefs to the Hall Review and of commentary on

the Canada Health Act, one may infer that a two-tier system is probably



not acceptable to a majority of Canadians. In any case, the political and
philosophical rhetoric has always asserted that the uniformity principle
was central to Medicare.30

The Medical Care Act makes reference to "reasonable compensation for
insured services rendered by medical practitioners.” This matter is
discussed in the next section together with other rationale for the prac-
tice of extra-billing.

Finally, and most importantly, the Act explicitly discourages the
use of charges that "impede or preclude" "reasonable access to insured
services by insured persons." The removal of income and price barriers
to hospital and medical services is the principal raison d'€tre of the

Canadian public health insurance schemes. Extra-bi11%ng is seen by many

as contrary to the spirit and letter of Medicare. But the Act itself

refers to "reasonable" access and provides very little, if any, guidance
to its interpretation. The concept "reasonable" is inherently and ines-
capably open to a subjective interpretation. There is, however, no doubt
that extra-billing does "impede or preclude" access to some patients, and,
in our view, more than may be commonly suspected. Indeed, physicians
themselves occasionally justify extra-billing for its deterrent value, a
view that will be discussed further in the next section.

A study by Stoddart and Woodward commissioned for the Hall Review
clearly shows that extra-billing does have a significant deterrent effect,

3 While the results of their study are too numer-

especially on the poor.
ous to detail here, the few findings that follow are quite indicative of
the utilization effects of extra-billing. In response to extra-billing

by their physicians, 18.7 percent of the respondents reported that although
they remained with their doctor they made fewer visits for medical care.

Also, 14.1 percent felt that there was at least one occasion in which they

;
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or an adult member of their family did not visit their doctor even though
they felt they should have.32 About 17 percent of the respondents said
that they had sonetimes delayed contacting the doctor for themselves, 9
percent reported delays in calling a doctor for another adult, 5 percent
for children and 2 pgrcent for an older person. In the aggregate, 19
percent of the respondents reported delays in seeking care for themselves
or for a family member. These are global figures. Throughout their
report the authors emphasize that "the poor are significantly more Tikely
to reduée their utilization and/or delay seeking care than are the non
poor."33 Similarly, a study by Richard Plain for Alberta also indicates
that extra-billing does have a deterrent effect and that the poor were
parficular]y affected by'such charges.34

Contrary to public expectation and reassurances by various medical
spokesmen that physicians do not extra-bill those who cannot afford to
pay, there is both survey and official administrative data indicating
beyond any doubt that low income patién;s are being extra-billed. For
example, Richard Plain concludes, for Alberta, that "it is an unquestion-
able fact that the aged, welfare recipients and the lowest income groups
in the province are forced to bear additional out-of-pocket charges in
order to receive medical attention.“35 Thus, in the richest province with
the highest average income physicians in Canada, the poor are not exempted
from additional medical charges despite the fact that the province's
College of Physicians and Surgeons had issued directives requesting
physicians to refrain from extra-billing the poor.

The extent of extra-billing observed and examined in some provinces
does violate the "reasonable access" criterion of Medicare. It might be
pointed out here that the advocates of extra-billing have not produced a

single study to support the contrary claim, that is, that extra-billing
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does not unduly or unreasonably jeopardize ac:cessibility to care. Indeed,
they have not even bothered to undertake such a study. One is left wonder-
ing whether this is because they are so convinced that the effects are
negligible or whether the consequences of extra-billing are of no concern
to the proponents of extra-billing. It is, oFf course, curious, to say the
least, that the medical profession itself does not seriously challenge the
findings of the existing studies. Similarly ‘or the administrations of
the provinces where such studies were undertaken. _

While the medical associations appear to be insensitive to the
deterrent effects of extra-billing they have expressed concern that the
poor have been extra-billed. In such instances they have been quick to lay
the blame on the provincial governments for being reluctant to issue
"identity cards" to the poor and thus facilitate the extra-billing physician
in being a more accurate poor-discriminator. .. -

There are many other consequences of extra-billing worth noting briefly.
Extra-billing reintroduces financial risk for i11 health relative to first

dollar insurance coverage that Medicare is supposed to provide. It involves
a shift in the hurden of paying for health care services from public sources
(that is, general revenue) to the individual patient, that is, it redistri-
butes the burden of financing health care costs from all taxpayers to the
sick. In light of the rather tight fiscal position of most provinces,
transferring the burden directly onto patients is increasingly tempting
for‘governments. Such shifting does not necessarily result in lower public

and private health care expenditure.36

Indeed, the reverse may be true and
what we may be dealing with here is a peculiar type of fiscal illusion or
myopia. Extra-billing generates a number of transaction costs such as the

inconveniences, search and possibly transportation costs for patients
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trying to avoid extra charges and waiting for reimbursement from the pro-

vincial insurance plan. Also the practice of extra-billing generates higher

administrative costs for the physician as well as the medical insurance plan.
The critics of extra-billing are, to a varying extent, aware of all of

these arguments. There is, however, one as yet unrealized consequence of

extra-bil]ing that they are particularly concerned about and which they

regard as a serious threat to the survival of Medicare. It is felt that

as extra-billing becomes more pervasive and costly, it, in isolation or

even more so in conjunction with the imposition of a variety of authorized

charges for institutional care, would bring about the reintroduction of

priﬁate health insurance--a situation that tre Hall Commission examined

and rejected and one which even American health policy analysts find seriously

37

deficient in assuring equity in health care at reasonable cost. It is

precisely this fear that leads the defenders of Medicare to insist that the

new Canada Health Act should maintain the existing prohibition of private

health insurance coverage for insured medical and hospital services.

IV. The Reasons for Extra-Billing

In this section the various rationales for the practice of extra-
billing are discussed briefly. Medical associations are naturally the most
vigorous defenders of the right to extra-bil1.38 Among the oft-cited
reasons for extra-billing, but offered here in no particular order of impor-
tance, are the following: (1) extra-billing as with most forms of user fees
reduces unnecessary consumption and patient abuse of the system, (2) extra-
billing is basically a reintroduction of prices into what is now a price-
less system (except for authorized charges for hospital care) and hence
should promote the efficiency with which health care services are produced,
(3) it can be instrumental in Towering health care expenditure, (4) extra-

billing is a means of income supplementation “or doctors in reaction to a
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lack of meaningful benefit schedule increments and/or bargaining with pro-
vincial authorities, (5) extra-billing is defensible as a method to reward
the Better physicians providing a higher quality of care, (6) extra-billing
is warranted because the health care system is underf&nded and given the
existing and expected fiscal predicaments of both levels of government
further public firancing is unlikely if not undesirable, and finally (7)

it is the right of independent professionals to price their own services,
which is occasionally expressed in excessively ideological or emotive terms
(such as, the banning of extra-billing makes the Canadian health care system
"a socialist scheme", and doctors are effectively “conscripted" or made
"third class civil servants”ag).

(1) The noticn that extra-billing is a necessary corrective for abuse of
the health care system by patients is simply untenable. Much of the
evidenée of abuse by patients is anecdotal and formal attempts to examine
its quantitative significance have concluded that the abuse is quite in-
significant.40 Admittedly, the concept is rather difficult to define and
hence will inescapably present problems in establishing empirically the
extent of it.

However, would extra-billing be the appropriate response to "frivolous"
or "unnecessary" use of physician services? Extra-billing, by its very
nature, impedes access in terms of a patient's ability to pay and not only
in terms of whether or not a patient's condition genuinely warrants a
visit to a physician. Thus the poor as was argued earlier will be deterred

for even medically necessary care.41

The wealthy may not be deterred even
for frivolous use of medical services. The thesis also overlooks fhe fact
that for many conditions patients are not in the best position to know
whether a visit to a doctor is warranted. One should also consider the

possibility that if extra-billing were to be more widespread in a given
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area, the poor may be more likely to visit emergency units of local hospi-
tals, a result which ironically would be interpreted as abuse of the system
by pétients. Thic is not to say that there is no unnecessary use of the
health care system which is patient initiated. There probably is. But such
abuse almost wholly consists of unnecessary visits to doctors and as such
is not very costly to the system.

The physicians, the "gatekeepers" of the system, have a role to play
in keeping down such costs by making sure that in such instances further

wasteful use of health care resources is avoided. It might be noted at this

point that there are also allegations of abuse by physicians of the health
care system in te-ms of unnecessary-hospita1ization of patients, unnecessary
surgery, requesting too many laboratory tests, keeping patients longer than
necessary in hospitals, requiring too many referrals or revisits, inappro-
priate use of health manpower, and so on.

There is also widespread concern about the efficacy and effectiveness
of a large and grewing number of medicé] technologies and procedures.42
While abuse by patients is relatively inexpensive, the "abﬁse" by doctors
by contrast is very costly. The former is probably only a small fraction
of the waste and inefficiencies inherent in our health care delivery system
and technologies. In summary, extra-billing is a wrong solution to an
economically small problem.

(2) Extra-billing by physicians involves varying charges established through
doctor-patient "negotiation" and paid for by the patient. But the process
of price determination and the function of prices for physician services
have very little ressemblance to those found in competitive markets. Regu-
lations disallowing advertising by physicians is just one impediment to
effective price competition. Another is that a physician can rightly claim

not to have a uniform rate of extra-billing, indeed, that is what price



discrimination means. Thus? meaningful price shopping by patients is
virtually impossible even if patients had the Tuxury of choice between
alternative physicians in their localities. Furthermore, one of the re-
quirements of critical importance for the efficiency of competitive markets
is that the consumer/patient must also be sufficiently informed about optiors
available for the quantity and the quality of physicians' services. Such an

assumption is surely untenable for a majority of medical services for the
average patient. For these and other reasons the practice fo extra-
billing cannot be relied on to promote the efficiency of the delivery

systems for medical services.43

Indeed, initiatives to improve efficiency
through the promqtion of alternative delivery systems (such as health
services organizations and community health centres) and medical manpower
substitution have always provoked strong resistance by the medical assccia-
tions. |

(3) It is difficult to assess the claim that extra-billing will help reduce
the growth in health care expenditure. The overall effect would depend on
several important factors. Extra-biTlihg can be said to raise medical

costs inasmuch as physician charges are additional to negotiatéd benefit
schedules. However, the provincial governments couid in theory adjust the
benefit schedule downwards or not raise them as much as they would have
otherwise, so as to maintain some equilibrium between a purely public system
and a public plus extra-billing system of physician reimbursement. The past
few years in Canada have revealed that extra-billing is a powerful weapon

in the arsenal of the medical associations in bargaining over fee schedule
changes. In some instances, however, even very large increases in fees

have brought about only marginal decreases in the extent of extra-billing
illustrating that "bribing" the minority of extra-tilling physicians can be

a rather costly and uncertain proposition.44 Such lessons, especially in
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the context of fiscal difficulties and strengthened by simple rationalizaticns
of making the patients aware of health care ccsts and reducing abuse of the
system by patients, may tempt provincial governments to shift the cost of
medical services from tax revenue to private out-of-pocket sources of

financing. The dynamics between fee schedule negotiations and extra-billing
have yet to be carefully examined in Canada.

Extra-billing may be thought to reduce health care costs through its
deterrent effect on utilization of physician services. That low income
patients are deterred is not a matter of speculation as was discussed in
the previous section. However, whether this leads to savings in health
care costs is far from clear. Patients who delay seeking care may ulti-
mately require more costly treatment. Also there is ;onsiderab]e theore-

tical argument45

and supporting empirical evidence46 that physician induced
utilization would counter any significant level of reduction in utilization
by those patients having the ability to pay. This problem may well be
worse in an environment in which the growth in physician supply has been
far greater than that of the pOpu1ation.to a point where some provinﬁial
ministers of health have openly expressed concern about an "oversupply” of
physicians.47 '
In the light of these considerations it is clear that one cannot assume
that extra-billing will necessarily slow down the increase in health care
expenditure. It has been suggested by some that just the opposite should
be expected. ° An empirical analysis of the issue, however, has yet to be
undertaken.
(4) The belief that the }apid rise in extra-billing was primarily a reaction
to physicians' perception of inadequate incomes resulting from low fee

schedule increases during the seventies is widespread and acknowledged by

many opponents of extra-billing. Justice Hall echoed this view: "if
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physicians are adequately paid, there will be no need for extra-billing nor
for strike action.“48 He, 1ike many others believed that higher fee schedule

settlements would reduce the tendency for physicians to opt-out and extra-

b%]]. While this may appear to be reasonable and logical, such a policy is

not guaranteed to succeed and requires considerable discretion in its

~ application. The principal difficulty lies in the fact that individual

physicians or groups of physicians choosing to extra-bill are rewarded from
doing so and have little incentive not to do so even when they succeed in

collectively persuading the provincial govern-ents to significantly raise the

fee schedule. For example, in Alberta, even a large fee schedule increase

of 15.5 percent in 1979 made no discernible impact on the exteﬁt of extra-

billing, forcing an embarrassed and exasperated minister to threaten legis-

lation outlawing the practice (which, of course, was never carried through).49
Hali's view and the experience in Alberta highlights a fundamental

issue, namely, who determines the adequacy of physician incomes? If physicians

themselves define what is adequate then they must be offered sufficiently

high feé schedules. If not, they resort'to extra-billing. Extra-billing

then is simply an argument for higher fees. Hall recommended that "this

gordian knot", that is, physician dissatisfactiﬁn with their incomes and

the consequent extra-billing, be resolved through the out]awing of extra-

billing and an agreement between the provincial medical association and

government to submit to binding arbitration wienever an impasse in fee

scheduIe bargaining occurs. He was emphatic that the two part recommenda-

tions be implemented simultaneously. Hall's suggestion was rejected by both

parties. Nevertheless, the idea bears serious reconsideration if some pre-

conditions and reforms are first put into place.

Physicians justifiably complain that in most provinces there is no
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genuine and meaningful "bargaining" over fee s;hedu1es. Indeed, they asserc

that "bargaining" is a misnomer. There is nc doubt that we badly need to

reform the legislative framework and establish formal structures and pro-
cesses within which bargaining between medical associations and governments
can ‘take place. Beck and Horne cogently argue that "such a framework does
not now exist. Each province should re-examine its medical care act, its
professions act, ana its labour legislation with a view to providing a more
formal environment for fee determination."50 They also suggest two ideas
pertinent to fee schedule bargaining that deserve careful study. One is
that the medical profession be formally unionized. The other is the adoptiun
of an independent review board.51 Another precondition for accepting Hall s
twin proposal is for governments to take decisive control over the supply
and distribution of physicians to a far greater degree than they have
h'ither'to.52 '
The argument that low incomes and low fee schedule increases is the
only or principal motivation behind the practice of extra-billing needs further
and careful study. The vast majority of doctors have opted to accept the
provincial benefit schedule and do not extra-bill for any of their services -
This suggests that they are content with their incomes or at least suggests
that doctors as a whole do not think that extra-billing patients is an
appropriate response to their dissatisfﬁction over fee schedules. Despite
these trends extra-billing is more extensive now than in the earlier period.
Also, extra-billing is over-all more common in the provinces where physician
incomes are generally hjgh. More curiously, specialists are more likely to

extra-bill dispite their relatively higher incomes and fees.

Whatever the relationship between low fee schedules and extra-biiling,

the appropriate solution to the problem is not to resort to extra-billing
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patients but to bargain effectively with the provincial governments. The
sick should not be used to resolve the difficulties between the profession

and the provincicl administration.

(5) Physician dissatisfaction with another aspect of benefit schedules pro-
vides another rationale for extra-billing. It is argued that since physicians
do not provide a uniform quality of care, higher prices are warranted and
Jjustifiable for the better doctors. The premise that physicians do differ
in terms of the quality of care they provide is doubtlessly true. But the
policy conclusion that extra-billing physicians draw from this is a matter
for debate. Whiie higher fees for better doctors is legitimate and desirable,
both to reward and encourage improvement in the quality of care, it does
not follow that such quality differentials must be implemented through
extra-billing. To ration better physicians through extra-billing implies
that only the wealthier patient would have access to such doctors. The
more reasonable social policy objective is surely to allocate the better
physicians to appropriately complex illnesses irrespective of the ability-
to-pay of the patients. Quality differences among physicians call for a
peer-determined merit award system reflected in fee schedules and not
eitra-bi]]ing per se.

Furthermore, extra-billing implicitly permits each physician to
assess his/her own level of quality and charge accordingly. This presents
several difficulties. There is first the temptation for physicians to
declare themselves above average even though this is statistically absurd.
Secondly and more importantly, it puts pressure on opted-in physicians
to opt-out lest they be seen as providing inferior quality care. Third1y,
there would be a mistaken tendency to equate quality with price by both
physicians and patients. Patients cannot truly assess the quality of

physicians so that we cannot rely on patient selection to generate price
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d1fferentia1; that accurately reflect the quality differentials among
physicians. It might be noted here that a surprisingly high proportion
of patients who received care from opted-out coctors in Ontario were dis-
satisfied with the quality of care they received.53

Physicians have also justified extra-billing as a réaction to undesir-
able practice styles. It is believed that\1ow fee schedules penalize
physicians who choose the long-visit with careful diagnosis and treatment
style of medicine and encourage the "revolving-door" style of practice.
Extra-billing allows physicians a more desirable style of practice by
sub;tituting higher prices for volume of visits. This hypothesis among
others was empirically examined by No]f;on'and Tuohy in their study of
opting-out in Ontario. Their overall conclusion "challenges conventional
wisdom...that once other differences between opted-in and opted-out physi-

cians were taken into account there is no indication that opting-out in-

jtself made a difference to their practice behaviour. Except in Timited
- circumstances, the patient loads, hours.of work, waiting times for appoint-

ments, or other important dimensions of a given physician's practice did
not appear to differ according to whether he was opted-in or opted-out.“s4
In summary, physicians do differ in terms of quality of care they
provide, and a uniform fee schedule is unfair but extra-bii1ing is not the
appropriate solution to this problem. What is called for is alfee schedule
that reflects the experience, expertise and other determinants and indica-

tors of quality differentials among doctors.

(Gi Over the past three years the medical associations have mounted a con-
certed campaign to convince Canadians that their health care system is
grossly underfunded and have defended extra-billing as one of the ways to
counterbalance this deficiency. They have emphasized almost exclusively

the financial plight of hospitals as proof of underfunding. Indeed, and

curiously, spokesmen for the medical associations have occasionally stated
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quite explicitly that the charge of underfunding has nothing to do with '
physician incomes. The medical associations' overall claim and the basis
for their position have been disputed by a number of commentators55 and
suffice it to state here that the case for underfunding is both simple-
minded and dubious. But even, for the sake of argument, if we accept that
there is underfunding, is extra-billing an effective or even a logical
answer to the problem? Since extra-billing basically involves a transfer
of income from patient to physician, the answer to the question is, of
course, no. A recommendation to permit extra-billing by hospitals would
at least be a lcaical solution to the "underfunding crisis" but it too
would suffer from similar drawbacks that were pointed out in the case of
physicians extra-tilling and therefore unacceptable as an appropriate
so]ﬁtion to the problem of underfunding.

(7) Finally, physicians defend extra-billing as simply a matter of pro-
fessional "rights". Sometimes, such a right is asserted as fundamentally
a philosophical and moral matter and ds_such is placed beyond debate in
the sense that tha discussion ultimately reduces to a difference in value
judgements. A more pragmatic and reasoned view in our view was offered

by the Royal Commission on Health Services and recently repeated by Justice
Hall: "the emphasis on the freedom to practice should not obscure the fact
that the physician is not only- a professional person but also a citizen.
He has moral and social obligations, as well as self-interest to do well
in his profession. The notion held by some that the physician has an abso-
lute right to fix his fees as he sees fit is incorrect and unrelated to
the mores of our times. The nineteenth century "laissez-faire" concept

. has no validity in its application to medicine, dentistry, law, or to any
other organized group. _Organized medicine is a statutory creation of

legislatures and of parliament. When the state grants a monopoly to an
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exclusive group to render an indispensible service it automatically becomes
involved in whether those services are available and on what terms and
con_ditions..."s6
There is 1ittle doubt that physicians are detérmined to oppose the

banning of extra-billing by governments and that the right to extra-bill
is highly valued not only by physicians who presently extra-bill but also
by those who do not. The ramifications of banning the practice therefore
are as serious as they are uncertain. It is thus incumbent upon policy
makers to consider a number of alternative policy options in addition to

banning it outr ght. Some of these policy options are discussed in the next

section.

V. Po]icy‘Options

Before proceeding to discuss the various.po1icy options available to
governments to combat extra-billing, it would be wise to reflect on just
how determined the federal and provincial governments are in doing any-
thing about the problem. Recent government policies have led many to be
rather skeptical and pessimistic about.concerted and meaningful government
initiatives. The governments of the provinces in which extra-billing
occur did not react quickly to the growth in extra-billing and at first
expressed an amazing indifference to it, and indeed defended the practice
in briefs to the Hall Review. Even now very little has been done by the

provincial governments to tackle the problem, other than agreeing to sizable
increases in fee schedules to mollify the physicians. Indeed, a communique

of the meeting of provincial ministers of health in October 1982 denied

that thé problem of extra-billing and user fees, that is, the "erosion of
medicare", was of a magnitude that required a new Canada Health Act. The
medical associations have similarly denied that the principles of medicare

were being eroded and have persistently lobbied the federal government not to
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introduce the.long awaited Canadian Health Ac.. The federal government, in
contrast, quickly and unequivocally condemned the practice at first, only
to retreat from its original threat to ban it outright. Following the
recent announcement by Alberta that it intends to introduce rather large
hospital user fees, the federal Minister of National Health and Welfare: has
once again revived the policy option of bannin3 extra-billing together with

: o;her forms of user fees. The apparent wavering and irresolute policy
pronouncements, however, have led many to be somewhat doubtful about the

federal government's ultimate intentions about extra-bi11ing:57

Another general observation pertinent to this discussion is that the
Established Programs Financing Act has dramatically changed the responsi-
bilities and influence of the federal government over health policy. It
is important to recognize that the provincialization of health is going to
affect markedly the nature of the health po1icy-prbcess in Canada and that
ideological anﬁ pressure-group interests in the determination of policy

within the provincial context will become more important.58

Indeed, the
medical associations' constant and vigorous reference to the unconst i tu-
tionality of federal initiatives in health pol‘:}sg is understandable,
since they are much more powerful and influential vis-a-vis provincial
administrations than with the federal government. This is hardly sur-
prising in the light of the ideological alliance between most provincial
governments and the medical associations based on various notions of priva-
tization as the solution for our health care problems.

" The federal government has, of course, three policy options concerning
extra-billing. ;t can accept the status quo, ban it outright, or attempt
to control the extent and nature of the practice. ‘

Given the knowledge and widespread concern about the effects of extra-

billing and the growing realization of the need to proteét medicare from

)
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further erosion and perhaps even its eventual deﬁise, the status quo option
cannot be seriously entertained. The moral authority and political credi-
bility of the federal government is at stgke'for it is one thing to be in-
decisive between banning or controlling extra-billing but it is quite
anotﬁer matter to capitulate to the wishes of the medical associations and
some . provincial governments. Such a policy outcome would be neither
representative of the'popu1ar will nor responsible in serving the public
interest.

The majority of the briefs to the Hall Review, the Task Force on
Federal-Provincial Fiscal Arrangements and the new Canada Health Act have
urged the banning of extra-billing. There are, however, serious questions

about the constitutionality of such a policy. .Perhaps more importantly,

such a policy will wreak an immediate and lasting federal-provincial conflict.

The political'ramifications are both serious and uncertain.
This is not to argue that banning extra-billing is beyond considera-
tion. It is interesting to recall that the Royal Commission on Health

Services recommended "that the schedule of maximum fees or other payments

shou]d be that negotiated between the medical association and the respec-

tive provincial administrative agency without extra-billing. Provincial

legislation should provide for an appeal procedure in the event of dis-
agreement"ﬁo (emphasis added). This recommendation was, of course, not
followed since the Medical Care Act does not preclude extra-billing and
provides a rather vague and imprecise 1imit to such charges (the "reason-
able access" clause). The Royal Commission's recommendation is as valid
and even more relevant to-day than it was in the sixties. While simply
“banning extra-billing may be unwise and politically unacceptable, a condi-

tional banning is quite another matter. The condition refers to provisions
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in the new Canada Health Act requiring the provinces to provide a formal
framework for physician fee schedule negotiations and f&r resolving dis-
putes. Provinces and the medical associations would still have the right
to meet these requirements in a number of different ways.- For example,
it could entail binding arbitration as outlined in the Hall Review, or
"final position binding arbitration" in which the arbitrator is only allowed
to choose one of the positions presented by the two contending parties, or
a prices review board and so on. The formal framework for negotiation too
can be met in a variety of ways.

Perhaps an 2qually controversial and somewhat less effective federal
policy would be o control extra-billing. Under Established Programs
_Financing the sanction available to the federal government against provincial
failure to meet the conditions of medicare consist of withholding the cash
transfer. While legally permissible, the application of such a sanction
is politically unrealistic. Automatic or discretionary financial penalties
tied specifically to the different pr{ncip1es of medicare is eminently more
workable, the objective being to make it financially less attractive for
provinces not to control the extent of extra-billing. For example, the
féderéI government could reduce the cash transfer to a province by the
amount of extra-billing occurring in that province.

Such a policy requires information and mechanisms to monitor the extent
and effects of ex*ra-billing. While the working paper version of the
Canada Health Act is cognizant of the need to monitor and enforce the
principles and conditions of the Act, there is no provision for individuals
or groups to request a review of their local situation. Given the recent
history of extra-billing the apparent reliance placed on provincial bureau-
cracies to initiate inquiries is questionable, if not naive. At the very

least the new Act should also insist that provinces establish assessment

)y —
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committees with ropresentation from both the profession and the lay public
and accountable to the Minister of Health. Such committees should be
authorized to allow or disallow in whole or in part any claim it is re-
quired to adjudicate.

The control option will, of course, have to be reinforced by the pro-
hibition of supplementary private health insurance coverage for services

insured by medicave.

It is important to note that the control option may not be effective in
reducingg the exteat of extra-billing in some of the wealthier provinces. After
"all, it is the provincial government and not the extra-billing doctors who
face the financial penalties imposed by the federal government. The control
option, to put it simply, operates on the provincial government and not on
doctors. It is quite possible that a province may decide to suffer these

financial penalties and refuse to curtail the practice of extra-billing.

At present much of the attention and efforts of the opponents of extra-
billing is focussed on Ottawa. However; it is the provincial capitals that
are the real battlegrounds for reform. After all, jurisdictionally, health
is a provincial matter and policies to contain and reduce extra-billing
must be implemented and administered by the provincial administrations.
Indeed, it can reasonably be argued that the federal government can only
clarify the objectives of medicare and the role of user fees and extra-billing
vis-a-vis these objectives. It cannot impose a solution to extra-billing on
the provinces.

At the provincial level, extra-billing can be effectively outlawed
by adopting the Quebec option. Under this policy patients with bills for

services received from non-participating physicians are not eligible for
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any reimbursement from the pfovincia] insurance plan. It must be acknow-
ledged that suc': a policy is easier to implement in Quebec than in other
provinces, the central difference being the ralatively lower mobility
(emigration) of Quebec doctors. However, a province adopting such a policy
in isolation from the others risks losing physicians. This may present a
problém in the case of specialists even if in the aggregate the risk is
negligible given the relatively good supply of physicians almost af] of them
currently enjoy (or suffer from if one believes that there is in fact an
oversupply of doctors). The risk of loosing specialists is far from certain,
of course. Indeed, given the rapid decrease in the availability of hospital
beds in relation to specialist physicians throughout Canada, the risks of
losses are certainly lower presently than they were in the past. The risk
is inversely related to the supply of specialists and the latter is still
growing in Capada. In any case, such a policy woﬁld, of eourse, engender
great political controversy and much heated opposition from the profession.
The medical associations have likened such initiatives as tantamount to
"eivil conscription." In any case, to be effective, the Quebec opéion would

have to be implemented in several, though not necessarily all, provinces

simultaneously, a prospect that is rather un]iké]y at present.
. There are, of course, a number of other policy options that provinces

must consider should the Quebec option prove politically unpalatable. One

such policy would be to make hospital privileges to doctors conditional on
no extra-billing or, at the very least, to give preference to opted-in
physicians. Hospital facilities are a public resource and its disposition
and use must be made to serve the public's interest first and foremost.

If physicians can justify extra charges to patients who are dépendent on
them for necessary services, they will have no difficulty in understanding

the rationale for such a Timitation on their access to a necessary resource.

o
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- Perhaps, a better alternative than the two mentioned above would be tc
place doctors who earn a large proportion of their earnings from hospital
based services on a salary method of remuneration as is the practice in a
number of western countries.

_ A number of studies have noted the quantitative significance of the
academic physicians, especially part time appointees to medical schools,

61 This is very likely due to the nominal

who have opted-out or extra-bill.
stipends paid to them which hardly compensates them for the time spent in
teaching and research and the foregone earnings of a non-aca&emic practice.
In effect, extra-billing is used inappropriately to finance/subsidize
medical education. One further side effect of this phenomenon is that
medical students are presented with a disproportionate number of extra-
billing doctors as models to emulate. A necessary corrective for the
tendency of academic physicians to extra-bill is to substantially increase
their university stipends. This must be the prerequisite for disallowing
them to extra-bill. What effect such a policy would have on the supply

of doctors for academic positions is, o% course, a matter of opinioﬁ. The -

practices of academic physicians are, of course, subsidized through the

public provision of expenéive facilities and equipment and through their

use of interns and residents in providing patient care. They also enjoy
better access to the facilities of medical schools, contact with academic
peers and the opportunity to teach and undertake research. These advan-
tages, enhanced by larger stipends, may well outweigh the advantages of
extra-billing. This would be all the more true should provinces adopt
differentiated medical fee schedules with higher compensation for the
better doctors. A graduated fee schedule together with an effective peer
review system thus become important instruments in the provincial govern-

ments' attempts to control extra-billing.
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A related initiative required at the provincial level, as was ment16ned
earlier, is the reform of the provincial legis’ation and processes deter-
mining fee schedules with a view to establishing effective negotiations be-
tween the government and the medical association.

-The provinces should also encourage alternative health care delivery
systems such as community health centres or health services organizations
- which are funded on‘a global budget or a capitation system of paying
physicians. The rationale for such delivery systems are primarily related
to economic efficiency but if judiciously located they will also have a
salutory effect in constraining the extent of extra-billing and mitigating
its consequences.

If extra-billing is to be allowed there are several procedural reforms
that should be seriously considered for implementation by provincial govern-
ments. A number of provinces aTready have legislation outlawing balance-
billing. The remaining provinces should do 1ikew1§e since the practice has

the effect of reducing the risk of bad debts or non-payment for physicians

who balance-bill. There is no reason why the government should assume
such responsibilities for them. Indeed, 1egisﬁation requiring strict
streaming is advisable. A physician should be given a choice of either
opting-in for all his patients or opting-out for all his patients.
Opted-out physicians must be requifed to give advance notice to the
patient if there is to be any extra-billing and have the agreement of the
patient. Exceptions must, of course, be permitted in situations where
such prior notification and agreement is not feasible or practical. As
was mentioned earlier prbvinces should also establish review boards appro-
priately mandated to adjudicate complaints about extra-billing by patients.
These procedural reforms are, of course, unlikely to reduce the extent or

incidence of extra-billing but are nevertheless important to patients.

)
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A number of provinces where extra-billing is a problem have already
implemented some of the policy options discussed abbve. However, there is
mucﬁ more that provincial administrations can quite reasonably do. Even
if the provinces prove to be reluctant to implement the Quebec option, a
number of other policy instruments are available that collectively could
be highly effective in controlling the problem of extra-billing. They are
both practical and reasonable and will prove to be popular with the public.

A1l that is missing is the political will and courage to put them into effect.

VI. Summary and ecommendations

Extra-billing is arguably the single most important phenomenon
characterising the current medicare crisis. Despite the rapid growth
in the extent of extra-billing in several provinces, the medical prof-

- ession and the provincial administrations persist in believing that the
practice poses nc threat to Medicare. Their benign tolerance is at odds
with the general public and with the federal government. Their view is
also challenged by two major commission§ of inquiry and several indepen-
dent studies on the issue undertaken over the past few years. The aggre-
gate measures of extra-billing typically referred to by the profession
and the provincial governments conceal and distort a number of disconcer-
ting realities confronting patients in several provinces.

It was argued that extra-billing clearly violates two fundamental
principles of Medicare. It directly contravenes the condition that medi-
cal services be provided upon uniform terms and conditions to all insurable
residents of a province. Indeed the practice has the real potential of
creating instead a two-tier system of medicine. More importantly, the
result of investigations into the effects of extra-billing indicate that

it violates the principle of "reasonable access" to medical services, the




very raison d'8tr2 of Medicare. The deterrent effects of extra-billing
are considerable and it was noted repeatedly and emphatically that the
impacts of extra-billing were significantly greater on the poorer popula-
}1on groups.

| A number of reasons for extra-billing were discussed. It is an in-
appropriate solution to the alleged problems of unnecessary use of medical
services.by patients. It is also unlikely to promote the efficiency with
which health care services are provided. Furthermore, the expectation
that extra-billing would reduce the rate of increase in health care ex-
penditure is improbabTe though a categorical answer cannot be offered

at present. If extra-billing is seen mainly as a reaction to physicians'
complaints about a lack of meaningful negotiation between them and the
government then the solution lies in introducing legislative and proce-
dural reforms to establish the required fee bargaining institutions and
processes. It is ackhow]edged that the existing fee schedules are unfair
in that no allowance is made for better doctors providing a higher quality
of care. Extra-§i11ing per se is an imﬁroper approach to this problem,
and a better alternative is to develop a graduated fee schedule. Extra-
billing, involving as it does a transfer of income from patient to the

physician, is simply an illogical answer to the oft-repeated contention by

the medical associations that the Canadian health care system is under-
funded. In brief, the practice of extra-billing is generally an inappro-
priate response to a Number of health care problems. In fact, it does
little more than serve to correct physicians' own perception about the
inadequacy of their incomes, while creating a price barrier to access and
imposing financial risk on patients.

Given the seriousness of the problems generated by extra-billing, the

federal government cannot accept the status quo. The preferred policy
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response by the federal government should inv.lve legislation that bans
extra-billing but simultaneously requires provincial governments to imple-
ment a formal framework for fee schedule negotiations and for resolving
diséﬁtes that might arise from such negﬁtiations. If banning is unconsti-
'tutional, the federal government must attempt to control the extent of extra-
billing by imposing penalties through the withholding of cash transfers to
brovinces where extra-billing occurs. The control bption must, of course,

be reinforced by the prohibition of supplementary private hga1th insurance
for services covered by Medicare. As well, mechanisms to monitor and enforce
tﬁe principles of Medicare must form an important and integral part of the

. Canada Health Act.

While federal initiatives on extra-billing are crucial, it is, of
course, the provincial governments that have the major and ultimate respon-
sibility for containing extra-billing. One approach to effectively elimi-
nate extra-billing is for each of the provinces to adopt the Quebec option.
Such an approact would be difficult for any one province acting in isolation
from the others and a collective decision to adopt such a policy would be
unlikely at present.

| Provinces should attempt to control the exfent of extra-billing by
making hospital privileges conditional on doctors opting-in thg provincial
plan, or at the very least, to give preference to opted-in physicians over
those who are not. An alternative policy would be to place doctors who
earn a large proportion of their earﬁings from hospital based services on
a §a1ary method of remuneration.

With respect to academic physicians it is recommended that the stipends
they are presently paid be substantially increased and that they not be

allowed to extra-bill.
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Provinces should reform their legislation and processes concerning fee-
schedules bargaining with the objective of establishing effective negotia-
tions between them and the medical associations. They should also seriously

consider adopting a graduated fee schedule that rewards the better doctors.

Balance-billing should be outlawed by those provinces that still
permit it. Indeed, provinces are advised to pass legislation that allows

| physicians to either opt-in or opt-out for all their patients. A further
procedural reform would require extra-billing physicians to inform their
patients abqut such charges prior to treatment whenever feasible. Pro-
vinces should also establish review boards appropriately mandated to adju-
dicate complaints about extra-billing by patients.

fhe provincial governments should also promote alternative health caiz
delivery systems such as community health centres. Such institutions can
be designed, funded and located to compete with opted-out physicians and
hence restrain physicians from opting-out and extra-billing. .

Many provinces have yet to take vigorous and concerted action against
extra-billing. It is hoped that the policy debates and discussion engen-
dered by the occasion of the Canada Health Act will provoke the provinces

to seriously consider some of these suggested policy options.
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Notes
1. Under the EPF arrangements, federal contri’,utions to the provinces for
the three established programs--hospital insurance, medicare and post-
secondary education--are no longer tied to provincial expenditure on the
basis of a roughly 50:50 cost-sharing formulae. Rather, the transfer
" is now a block fund and is in the form of cash payments and transfer of
corporate and personal income tax points to the provinces.

2. See, for example, E. Hall Canada's National-Provincial Health Program

for the 1980's: A Commitment for Renewal Health and Welfare Canada,

Ottawa, 1980; and L. Soderstrom "Extra-billing and cost-sharing" Canadian

Public Policy 7, 1981, 103-107.

3. For a good documentation of authorized charges see "Preliminary discussion
paper on user charges in Canada" Health and Welfare Canada, March 1983
(mimeo). | '

4. The provinces are Ontario, Alberta aqd British Columbia. The Yukon, too,
levies health insurance premiums. In 1978 Ontario proposed an increase
in the insurance premiums b} 37.5 percent, prbvoking a massive outcry by

" the opposition and the public which in turn resulted in a formal and
wide ranging inquiry into the financing of health care costs in the
pfovince.

5. Indeed, one of the most noteworthy facts about health care expenditure
fn Canada is that they have been fairly constant (about 7 percent) in
relation to the gross national product throughout the seventies. However,
it is presently at 8.2 percent of GNP.

6. For a thorougﬁ account of the evolution of health insurance in Canada

see M. Taylor Health Insurance and Canadian Public Policy McGill-Queen's
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University Press, Montreal, 1978.

-The terms of reference for the review were rather broad. They can be

found in the resulting report of the review, op cit.

A notable feature of the review was that it was literally the first

time a commission was asked to inquire into the effects of cost-containment
policies on Medicare rather than the reverse. That is, virtually all

the previous inquiries dealt with the cost implications of Medicare

and on methods and means to reduce health care expenditure.

. Parliamentary Task Force on Federal-Provincial Fiscal Arrangements,

Fiscal Federalism in Canada House of Commons, Ottawa, August 1981.

M. Begin "Opening statement by the Honourable Monique Begin, Minister

of National Health and Welfare to Conference of Federal and Provincial
Ministers of Health" Ottawa, 26 May 1982, pp. 19.

The working paper that is available to the public is a seven page docu-
ment entitled "Canada Health Act, White Paper--Draft 2".

See, for example, the briefs of the Ontario Health Coalition and Canadicn
Health Coalition on the proposed Canada Health Act.

See P. Teskey "What are the billing procedures under Medicare?" Canadian

Medical Association Journal Vol. 125, 1981, 1280-1282.

This is the most recent compilation of the information available from
Health and Welfare Canada.

Physicians can still "opt-out" for ideological reasons and bill all
their patients directly for the total bill.

It must be noted that these figures are basically estimates of the
amount of extra-billing. The data on extra-billing for Nova Scotia

and Alberta are considered_to be more reliable than for the other provinces.
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See, for example, A.D. Wolfson "Opting-out and Extra Billing" (mimeo)
July 1980; and R. Plain "Charging the Sick: Observations on the economic
aspects of medical social policy reforms", a paper presented at the
Canadian Centre for Policy Alternatives Conference on "Medicafe: A
Decisive Year" Montreal, November 12-13, 1982.

A.D. Wolfson, ibid.

While the data supporting this assertion is not readily available, it

is nevertheless true of every province where extra~b111}ng occurs.

A.D. Wolfson, ibid, pp 6.

.R. Plain, ibid, pp 3.

A.D. Wolfson, ibid, pp 4.

G.L. Stoddart and C.A. Woodward “The Effaect of Physician Extra-billing
on Patients' Access to Care and Attitudes Toward the Ontario Health
S}S{em“ (mineo) May 1980. This study was commissioned for the afore-
mentioﬁed Hall Review.

See .the "Statement by the Honourab1é.Larry Grossman, Minister of Health,
to the Committee on Social Development” Ontério, November 1982, pp 48.
The current Minister of Health and Welfare Canada herself had threatened
to do so in 1979 and has revived the threat as recently as March 1983.
Justice Hall conveyed this impression in his report of 1980. There have

been several federal-provincial efforts to resolve "portability" related

problems over the years and some progress has in fact been made.

The Medical Care Act does not refer to "equal" access as is sometimes
thought by both lay people and various professionals working in the
health sector.

The economic necessity and advantages of price discrimination is simply



explained by noting that price discrimination is a device for increasir.
-provider inccmes without a loss in the volume of utilization. Thus,
there are both altruistic and self-interest motives in the practice of

price discrimination.

'29. A.D. Wolfson, op cit, pp 17.

30. See, for exarple, M. Begin, op cit.

31. This was the first empirical study of the effects of extra-billing on
patients' access to care in Ontario. There is as yet no other empirical
study of extra-billing in Ontario.

32. Stoddart and Woodward, op cit, pp 9.

33. Ibid. |

34. R. Plain, op cit.

35. R. Plain, ibid, pp 14.

36, For a good discussion of the issue see M. Barer, R.G. Evans and G.

Stoddart Controlling Health Care Costs by Direct Charges to Patients:

Snare or Delusion? Ontario Economic Council, Occasional Paper 10, 1979.

37. For a good ovarview of the issues see Securing Access to Health Care:

Volume One, A Report on the Ethical Implications of Differences in the

Availability of Health Services by the President's Commission for the

Study of Ethical Problems in Medicine and Biomedical and Behavioral
Research, Washington, U.S.A., March 1983.

38. It would be interesting to discover what proportion of the doctors in
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relinquish this “right", in contrast to the views usually expressed
by the medical associations.
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40.

a1.

42.

43.

44.

- 47-
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of doctors.

For example, see A.D. Wolfson and A. Solari "Patient_UtiTization Study"
(mimeo) 1976.
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1983 (forthcoming).
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"of change Nuffield Provincial Hospital Trust, London, 1982, 371-424.
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" fee schedules does not necessarily translate into a significant
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