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Abstract

The COVID-19 pandemic has laid bare some profound challenges facing the preservation of
Canada’s single-payer, publicly administered healthcare system. At the same time, it may have
presented an opportunity to take bold action on system reform. Part of that opportunity
may lie in linking recent developments in intergovernmental diplomacy (termed bilateral fed-
eralism) with the growing emphasis on value-based healthcare initiatives coming out of some
of the provinces. Bilateralism may be a means to steer reform efforts toward a value-based
healthcare system that can articulate pan-Canadian values while accommodating provincial

asymmetry in a highly decentralized federation like Canada.

Résumé

La pandémie de COVID-19 a mis au jour de sérieux défis pour la préservation du sys-
téme de santé public A payeur unique du Canada. En paralléle, cela présente peut-étre
l'occasion de prendre des mesures audacieuses de réforme. Une partie de cette opportunité

réside peut-étre dans le lien entre, d'une part, les développements récents de la diplomatie

[26] HEALTHCARE POLICY Vol.18 No4, 2023



Bilateral Federalism, Value-Based Healthcare and the Future of Intergovernmental Diplomacy

intergouvernementale (appelée fédéralisme bilatéral) et, d'autre part, l'accent mis sur les
initiatives de services de santé axés sur la valeur qui émanent de certaines provinces. Le
bilatéralisme peut étre un moyen d'orienter les efforts de réforme vers un systéme de santé
fondé sur des valeurs qui sait articuler les valeurs pancanadiennes tout en tenant compte de

l'asymétrie provinciale dans une fédération hautement décentralisée comme le Canada.

Introduction

By many popular accounts, the Canadian healthcare system is in crisis. Despite well over

a decade of increased spending (and regular significant increases in federal transfers)
(McIntosh 2021a), the two-plus years of fighting the COVID-19 pandemic has stretched the
system to what some feel is its breaking point (Picard 2022).

From one angle, this may be a recipe for despair and resignation that Canada’s most
cherished social program may not survive to see its 60th anniversary. However, from a differ-
ent angle, the current state of affairs is also an opportunity to rethink, refinance, restructure
and recommit to both the values that created Canada’s medicare system and the value that
medicare provides to Canada and Canadians. There are processes at work in the political
arena (the emergence of a new kind of bilateral federalism [McIntosh and DeCorby 2022]),
as well as in the health policy world (the increasingly influential debates around “value-based
healthcare” [cf. EXPH 2019: 1]) that could, if brought together, provide a means for institut-
ing the reforms that have been called for repeatedly in the past two decades.

The Rise of Bilateral Federalism

Since 2017, the Canadian government has taken what appears to be a new approach to
social and health policy renewal that can be described as bilateral federalism. The approach
looks manifestly different from the co-operative federalism that built the post-war wel-

fare state (Banting 1987; Hueglin 2021) but also bears some similarity to the bilateralism
that Marchildon (2016) noted was used by the federal government to prepare the ground

for the larger pan-Canadian cornerstones of medicare — namely, the Hospital Insurance

and Diagnostic Services Act (HIDSA) (1957) and the Medical Care Act (MCA) (1966)
(Government of Canada 2019a). It was through bilateral health transfer agreements (HTAs)
throughout the late 1940s and the 1950s that the federal government had funded:

... hospital construction, public health, mental health, cancer control, public health
services and research, professional training and sexual disease control ... . In 1949,
grants for provincial health surveys were added in order to: (1) ensure the effective
use of other health grants; (2) plan the extension of hospital utilization; and (3),
most significantly, “plan the proper organization of hospital and medical care insurance”

(Marchildon 2016: 5, quoting Taylor 1978: 163—64).
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This can, perhaps, be characterized as bilateralism in service of pan-Canadianism. The
bilateral agreements were necessary to get each province to the place where they had the
infrastructure and capacity to fully participate in pan-Canadian projects such as the HIDSA
and the MCA. Befitting a prime minister like William Lyon Mackenzie King, bilateral
agreements were a policy instrument needed to achieve a goal rather than a reflection of a
particular stance toward or approach to both federalism and intergovernmental relations.

In the early 2000s, bilateral agreements again became a feature of the healthcare land-
scape when they were used to allocate the funding provided in a series of earmarked federal
transfers and contribution agreements relating to health reform, wait times, health human
resources and internationally educated health professionals (Marchildon 2016: 7-8). Writing
about the Primary Health Care Transition Fund of 2000, Marchildon (2016) noted that the
bilateral agreements relating to the fund were “tailored to fit the primary care reform priorities,
timelines and goals, as well as administrative capacities of the individual jurisdiction” (p. 7).
This characterization is interesting because it may well mark the beginning of seeing bilateral
HTAs less instrumentally and more as a way of conducting intergovernmental diplomacy.'

What is true of the pan-Canadian health accords of the early 2000s, and especially true
of the 2004 Health Accord (Health Canada 2004) that was touted as “a fix for a generation”
(Andreatta 2013), is that they fundamentally failed to buy much in the way of substantive
reform despite their price tag. Nor had they ended debates about the size of the transfer
(Beland and Tombe 2021; McIntosh 2021a; McIntosh and DeCorby 2022; Ogilvie and
Eggleton 2012). It is also the case that the assessments made of the 2004 Health Accord
were based on the commitments made in the accord itself, not any bilateral agreement that
stemmed from them.

In the years that followed, the Harper government had little interest in intergovern-
mental diplomacy around health or healthcare reform. It was content to abide by the 6.5%
per year increase in the transfer set out in the 2004 Health Accord and indeed extended it
until 2017. With that extension came an announcement that after 2017, the transfer would
increase by a three-year rolling average of the increase in the GDP or by 3%, whichever was
greater. Upon taking office in 2015, the Liberal government of Justin Trudeau initially
announced it would stick with the Harper funding arrangement (McIntosh 2021b).

At the same time, there were new and emerging challenges for the system (Advisory
Panel on Healthcare Innovation 2015; Forest and Martin 2018). This led to a substantive
change of tack by the federal government when the 2004 Health Accord came up for renewal
in 2017. The federal government proposed a solution to the impasse over provincial demands
for unconditional increases to the transfer and the federal desire to push particular reforms.
The Canada Health Transfer (CHT) would increase by 3.5% per year but there would be
an additional $11.5 billion under an umbrella Common Statement of Principles on Shared
Health Priorities that targeted improved mental health and community-based care in the

provinces (Marchildon 2016). In order to access their share of the $11.5 billion, each province
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would be asked to sign a bilateral agreement specifying where and how the money would
be spent.”

What differentiated the process stemming from the 2017 agreements was that it was
the bilateral agreements that were the story, not the pan-Canadian umbrella statement. For
almost two decades, the story had been “pan-Canadian accords” to fund healthcare, even
longer if one wants to include the negotiation with the provinces over the tax point transfer
as part of the federal government’s Federal-Provincial Fiscal Arrangements and Established
Programs Financing Regulations, 1977 commonly referred to as the EPF. Indeed, we tend to
tell the story of medicare in terms of legislation and agreements meant to create a sense of a
single national system — from HIDSA to the MCA to the Canada Health Act (CHA) (1985);
from cost-sharing agreements to the EPF and the Canada Assistance Plan to the Canada
Health and Social Transfer (CHST) to the CHT and the Canada Social Transfer (CST).
We do this despite knowing that the reality is 14 moderately coordinated systems covering
mostly the same services but organizing and delivering those services quite differently from
province to province.

And this might have been simply a tactical move on the part of the federal government,
a case of divide and conquer. Despite the attempts of the provinces to present a united front
to Ottawa (especially since the creation of the Council of the Federation [COF]), it is readily
apparent that provinces have different interests, different fiscal capacities and challenges and
different approaches to health policy. In 2021-22, federal transfers amounted to $1,500 per
capita in Newfoundland, Ontario, Saskatchewan, Alberta and British Columbia but over
$4,400 per capita in New Brunswick and Prince Edward Island (Government of Canada
2022). Negotiating one on one with each province may have been designed to break provin-
cial solidarity. Each time a province signed an agreement, the remaining provinces would be
faced with the inevitable question from both the public and the media: “Why are you not
getting our province’s share of federal funding?”

However, even if this was simply a tactical move — the best means to get agreements —
its impact and its import can be seen to be qualitatively different from the bilateral agree-
ments that came before. By making the bilateral agreements the centrepiece of the process
rather than a by-product of the process, it necessarily heightens the import of the specifics
of those accords.

Furthermore, an approach that puts the bilateral agreements at the centre of intergovern-
mental diplomacy can change the very dynamics of that diplomacy and may serve to lessen
the tension between those who want a key social program such as healthcare to be seen in
pan—Canadian terms, and those who seek to protect and preserve jurisdictional autonomy.

It can be a federalism premised on both the symmetry of underlying pan-Canadian values
(e.g., the desire for an accessible, universal public healthcare system across the country) and
the asymmetry of provincial policy design and program implementation at the coalface of

service delivery.
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It is this tension between the symmetry of broad policy goals and asymmetry of policy
design and implementation that bilateral federalism can seek to accommodate and work
within. By creating a process that recognizes both shared high-level goals and individual
paths toward those goals, it may actually strengthen the pan-Canadian elements of our social
citizenship. And it is fair to say that both the 2017 healthcare agreements and the more
recent agreements on child care may be nascent examples of a new kind of intergovernmental
diplomacy that is rooted in bilateralism.

The 2017 bilateral agreements vary considerably in terms of their specificity as to the
allocation of the funding, and, perhaps most tellingly, they contain no commitment to report
on the progress of realizing the commitments to their respective provincial publics (a feature
they share with previous bilateral HTAs). While not wanting to downplay those problems,
the bilateral agreements should still be seen as a significant improvement over the agreements
of the early 2000s that placed a pan-Canadian grand bargain-style accord as the centrepiece.
They speak to shared pan-Canadian priorities but recognize a province’s right to tackle those
priorities with its own policy and programmatic responses.

By noting the areas and programs the provinces committed to adopt, expand or improve,
the provinces were, in effect, putting their own conditions on this new money. And they were
accepting the need to change the system, not just sustain it.

If bilateralism is to take hold as a viable form of intergovernmental diplomacy, a means
to both recognize the realities of asymmetries in the federation while affirming pan-Cana-
dian values, it will need to yield future agreements with greater levels of specificity over
where the money is being spent, clearer goals over what will be achieved, better metrics to
measure outcomes and, finally, fulsome and accessible reporting to provincial publics. No one
should delude themselves into thinking that this is not a tall order.

There is, of course, a legitimate question to be asked as to whether policy and program-
matic asymmetries may themselves challenge pan-Canadian goals of equity in access to
healthcare. However, if outcomes are rigorously tracked and measured, then they need not.
There is no single way to design a high-quality, accessible long-term care system or pharmac-
are program. If two different (or 10 different) models produce comparable improvements
in health, at comparable cost and with comparable levels of public/patient satisfaction, then
what would be the rationale to insist on one model over another? And if there are significant
variations in quality, cost or outcomes, then those too would become apparent and create the
political pressure to adopt best (or at least better) practices from other jurisdictions.’

Indeed, it seems more likely that rather than 10 increasingly divergent systems, Canada
would see a coalescing around a small number of models based on political preferences for
particular local trade-offs. Quebec’s drug plan is designed around the presence of a signifi-
cant pharmaceutical industry in the province that is economically important to the province
even if the program itself may be more costly than other options. That is not a trade-off

Saskatchewan needs to make when designing drug policy, and so, it may choose a different
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route. Assuming that both provinces can meet the pharmaceutical needs of their residents
with programs — the cost of which they are willing to bear — pan-Canadianism is

not threatened.

Value-Based Healthcare in Canada

However, if bilateral federalism is going to drive intergovernmental diplomacy in the com-
ing years, then it will need a stronger motivating framework than just simply acknowledging
and accommodating asymmetries in the design of public policy in the provinces. It will need
a framework that can encompass those asymmetries within a set of clearly articulated and
measurable pan-Canadian values.

It may be possible to bring the debates over “value-based healthcare” (cf. EXPH 2019: 2;
Smith et al. 2020) to bear on Canada’s emerging model of bilateral federalism to move the
political conversation on healthcare reform into a more productive form. At first blush, and
perhaps especially to the non-health economist, the phrase value in healthcare may conjure
up economistic discussions of cost-benefit analyses aimed at reducing costs, enhancing com-
petition and limiting consumption of care — a neo-liberal shill meant to disguise nefarious
intentions to dismantle public healthcare systems. However, value-based healthcare encom-
passes both value as a financial consideration and values as non-monetary expressions of the
kind of society in which we want to live.

Thus, the European Commission’s framework of a value-based healthcare system encom-
passes four kinds of value: “personal value” (it meets patient’s needs), “technical value” (it
achieves the best outcomes with available resources), “allocative value” (resources are distrib-
uted equitably across the population) and “societal value” (it contributes to social solidarity
and cohesion) (EXPH 2019: 5).

This kind of talk should not be unfamiliar to Canadians. Roy Romanow’s Commission
on the Future of Health Care in Canada’s final report was titled Building on Values pre-
cisely because this was how Canadians saw their system; it is the embodiment of a range of
different values (Romanow 2002). Making those links explicit and unpacking what those
values mean and how they interact could move us (indeed might force us) to make the nec-
essary changes to a system that is costing forever more and lagging in its ability to deliver
(Sutherland 2019).

Four successive issues of HealthcarePapers published in 2019 and 2020 provide impor-
tant lessons, cautions and prescriptions on how we might think about value-based healthcare
in Canada. This sustained discussion begins with the admission that this is a difficult task
to operationalize — it is “complex, multilayered and multidimensional” (Wodchis 2019: 12)
and “has a high hype-to-system transformation ratio” (Duckett 2019: 15). Knowing how
to conceptualize value-based healthcare means little if you can neither measure the value to
patients and caregivers of different types (Gilmore et al. 2019; Kuluski and Guilcher 2019;
Raveendran et al. 2019), nor the value of different medical technologies (Horne and Manion

2019), nor understand where the gaps in data exist (Wong et al. 2019).
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Even seemingly successful local case studies aimed at improving the integration
of care and value all speak to the complexity of the challenge (cf. Downey et al. 2020;
Lewanczuk et al. 2020; Zwicker 2020), both in making the necessary changes to service
delivery and organization and to scaling these changes. As Sutherland (2020a) stated, “there
is a dearth of concurrent cost and outcome data that inhibit comparisons of provinces strate-
gies for improving value” (p. 5). The lessons that emerge when moving back from the local
to the national level are that the challenges remain immense in terms of the kind of collabo-
ration and coordination needed at all levels inside the system (Strumpf 2020), the need to
think about how overall determinants of health link to getting value in healthcare (Wodchis
and Reid 2020) and, tellingly, the disconnect between the logics that motivate health policy

researchers outside government and policy makers inside government (Forest 2020).

Bilateral Federalism and a Framework for Value-Based Healthcare

So far, value-based healthcare is not part of either the political conversation or the inter-
governmental dynamics around healthcare reform in Canada; it is not about how either
Canadians or Canadian leaders speak about healthcare. And for that reason, it is worth
thinking about how one might use the ideas behind value-based healthcare to articulate a
vision of the system’s future that can be linked to and perhaps drive forward the ongoing
initiatives underway in different parts of the country. What follows then is an outline of how
these ideas could be used to further the processes of bilateral federalism and, in turn, provide
a framework for accelerating value-based health system change.

Let us start with some basic parameters around the nature of intergovernmental diplo-
macy in healthcare. First, we can say that, de facto, there may now be two health transfers.
There is the CHT, which is essentially unconditional and is used for the overall operation of
the healthcare system. Then, there is the transfer of money that is earmarked in some way
for priorities agreed to by the parties (e.g., the $11.5 billion given in 2017). The existence of
two transfers may be important to providing a focal point to a value-based reform initiative
precisely because they can be differentiated and put to different purposes.

Second, the once crucial distinction that the CHT was meant for the financing of physi-
cian and hospital services under the CHA and not for other health programming offered by
the provinces no longer holds water. Both the provinces and the federal government, perhaps
for different reasons, have an interest in focusing on the whole of the system in the diplo-
matic negotiations over health financing* Furthermore, if value-based healthcare is a goal,
then the distinction between CHA services and non-CHA services only hinders the kind of
integration that value-based healthcare works toward.

Third, provincial governments have to accomplish two if not contradictory then at least
friction-laden things at once. They have to sustain and operate the system as it is while also
working to transform the system into something better and more efficient with better out-

comes and better managed costs. This is difficult, messy and complicated and likely means
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that we are talking about various incremental changes over time that, if well managed and
thought out, can accumulate into substantive change.

Finally, any commitment to value-based healthcare must respect the relative jurisdic-
tion of each order of government and recognize the asymmetry within the federation. That
recognition makes bilateral federalism a workable process for Canada, and it will need to be
accommodated in a Canadian understanding of value-based healthcare. And to return to
an earlier point, a value-based healthcare framework would be the very set of instruments
that would keep bilateral federalism from spinning out 10 highly divergent, highly unequal
healthcare systems in the provinces.

To date, the landscape of value-based healthcare is one of relatively localized change.
What is needed is the ability to both scale those achievements across provincial systems and
replicate/adapt them interprovincially. Neither of these things is something Canadians are
particularly good at. We remain “a country of perpetual pilot projects” (Bégin et al. 2009:
1185). Again, this is where an intergovernmental commitment to value-based healthcare and
the resources and capacities of the federal government could help.

Bringing a value-based healthcare approach to intergovernmental health diplomacy will
require an agreed-upon framework of what it means in a pan-Canadian sense. Canadian
governments could do worse than to start with some variation of the four pillars enunciated
above from the European Commission along with a fifth around data, measurement and

metrics. This would be a vision of a system:

* that meets the needs of patients, providers and payers;

that achieves the best outcomes at the individual and population levels with the
available resources;

*  that allocates resources equitably across the country and within provinces;

*  that contributes to social solidarity, social cohesion, reconciliation and
population health; and

*  that is built upon robust and comparable data collection, shared measurement
and interoperable information technology.’

Like the principles in the European Commission report, or indeed like the five principles
of the CHA, these cannot or should not be read as separate or distinct goals. They are inte-
grated, overlapping and mutually reinforcing. And they all involve trade-offs both internally
and with other policy objectives of governments. Put together into a common statement
of principles from Federal-Provincial-Territorial (FPT) governments, akin to the Common
Statement of Principles on Shared Health Priorities in 2017, it might begin to frame a
conversation about how intergovernmental diplomacy can move a healthcare reform

agenda forward.
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However, to be effective, such a framework will have to move beyond a mere intergov-
ernmental agreement. The experiences with the Agreement on Internal Trade (Agreement
on Internal Trade Implementation Act 1996) and the Social Union Framework Agreement
(CICS 1999) show us quite clearly that such agreements can be easily abandoned or forgot-
ten about when political priorities shift. Even in the realm of healthcare itself, governments
have a long history of embracing reform ideas one day and forgetting about them the next.
Outside of restoring federal funding and splitting the CHST into its component parts, the
recommendations of the Romanow Commission (Romanow 2002) got little buy-in from
either order of government. More recently, neither the Naylor report (Advisory Panel on
Healthcare Innovation 2015) nor the Forest and Martin (2018) report has prompted much
government action on their respective recommendations.

What might make a value-based healthcare agreement different, though, is the particu-
larity of the moment we are in when it comes to healthcare. The system, battered by the
COVID-19 pandemic and years of unmet reform proposals, is floundering. And citizens
have noticed and so, too, have the hucksters selling magical “all you have to do is ...” solutions
to complex, multifaceted problems. The calls for governments to take action are growing.

In the best instance, a New Canada Health Act that enshrines these principles, bolstered
by provincial legislation articulating what and how those principles will be operationalized in
each province, would give the necessary heft to the ideas of value-based healthcare and make
them hard(er) for governments to ignore. Such a legislative web could also bridge the CHA/
non-CHA service divide and further the necessity of seeing provincially funded services such
as community-based care, home care, pharmaceuticals and long-term care as part of a contin-
uum with CHA-governed hospital and physician care. Value-based healthcare cannot, if it is
to mean much of anything, be limited only to CHA services. Any restructuring or expansion
of provincial services outside the CHA needs to reflect those values.

There is, also, a political dynamic to all of this that goes beyond the specifics of the
healthcare system and its financing. As was already noted, different provinces have differ-
ent degrees of reliance on federal transfers, and this may create a built-in advantage for the
federal government in a system focused on bilateral arrangements. The simple fact is that
some provinces need the federal resources more than others and may, therefore, be more
likely to acquiesce to federal priorities. But it has always been thus. That is the realpolitik of
Canadian federalism and the uneven regional political economies that have been a feature of
Canadian federalism since at least 1867.

The counter to this federal government advantage may lie in a more active and collabo-
rative COF, one that is more engaged in collaborative efforts by provincial governments in
areas of shared concern. There was some of this in the Harper years when provinces looked
for ways to lower drug prices through better and more bulk purchasing (McIntosh 2021b),
but it has never amounted to much. At present, the benefits of a united front against Ottawa

are quite unevenly distributed. If it had to, Alberta could, at present, finance healthcare in
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the province without federal assistance, but there would be no pay-off for New Brunswick,
Nova Scotia or Manitoba to act in solidarity with Alberta and similarly forego federal
health transfers.

The other overarching political dynamic is the issue of partisan politics as it plays
itself out in the arena of intergovernmental diplomacy. Can governments of such different
ideological and political convictions ever come to an agreement? But to return to Simeon’s
(2006) metaphor of intergovernmental relations as a form of diplomatic negotiation, the clear
answer is yes. Internationally, the Liberal government of Prime Minister Justin Trudeau, the
Republican administration of US President Donald Trump and the left-progressive coalition
headed by Mexican President Lépez Obrador negotiated and signed a new free trade agree-
ment in 2020 (Chapell 2018). So too, domestically, Canadian intergovernmental processes
have demonstrated a capacity to ignore the day-to-day partisan differences between Liberal,
New Democratic Party (NDP) and Conservative (of whatever stripe or label) governments to
reach agreements on shared issues.

If pan-Canadian policy making relied on a confluence of ideological outlooks across
jurisdictions, then there would never have been a post-war welfare state or a constitutional
agreement in 1981. In the latter case, only two Progressive Conservative (PC) provincial gov-
ernments supported the Liberal federal government’s constitutional package. A coalition of
five PC, one Social Credit, one NDP and one separatist Parti Québécois premiers opposed
the federal plan. Yet in November of 1981, thanks in part to compromises proposed by a
federal Liberal minister, a PC and an NDP Attorney General, a deal acceptable to nine of
the 10 provinces and the federal government was reached (Romanow et al. 1984). The deal
was not perfect. It has had both foreseen and unforeseen consequences. But on the whole,
there can be little doubt that Canadians would balk at a return to the status quo ante. Yes,
partisan and personal differences between actors may complicate, delay or even derail such
processes (as they sometimes do on the international front as well), but they do not have to
be an insurmountable hurdle.

The saving grace in the current political dynamic may prove to be the very crisis the
healthcare system currently faces. No jurisdiction, regardless of the political stripe of the
government, appears untouched by the various dimensions of the health human resource
challenges, the infrastructure challenges, the access challenges or the wait-time challenges
that have come to the forefront since the height of the COVID-19 pandemic. A pan-Cana-
dian values-based framework that can be adapted to the specific organizational and delivery
mechanisms of each jurisdiction and which speaks directly to the increasingly urgent con-
cerns expressed by citizens about the future of the healthcare system has the potential to
drive governments to an agreement.

The goal should be a health reform framework that both appeals to the public desire for
real and substantive action on healthcare and meets potential objections from provinces con-

cerned about jurisdictional autonomy. While Canadians have long put “healthcare” at or near
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the top of their list of most important political issues, the pandemic has not only heightened
public concern but also illuminated how little reform has been accomplished over the past
two decades despite the billions spent. But that has not (yet, perhaps) diminished their com-
mitment to the basic principles of universal publicly administered and financed healthcare.
Furthermore, the public has clearly concluded that both orders of government need to take
action; the federal government has to contribute more, and provincial governments have to
actually implement the reforms they have long promised but failed to deliver (Hahn 2022).

Thus, it may well be the governments (at either level) that take these messages to heart
and seek out a new way of conducting intergovernmental diplomacy around healthcare that
win the day politically. Indeed, in an interview with CTV News, Nova Scotia Premier
Tim Houston recently said he would offer “no pushback” to the idea that the province
“guarantee(s] outcomes and performances” in a new healthcare financing arrangement with
Ottawa (Wentzell 2022).

As the 2017 agreements come up for renewal, there is an opportunity to put these prin-
ciples (or some variation of them) into practice. Setting out value-based healthcare principles
in an intergovernmental agreement could then guide the allocation, in the first instance, of
the “second” health transfer on specific FPT priorities. These would be the subject of more
detailed commitments in subsequent bilateral agreements that, as in 2017, specify where
and how the monies will be spent to operationalize the principles. Within those agreements,
unlike in 2017, there would need to be clear requirements for provinces to report to their
residents on progress toward the specified goals. The public needs to see the value in the
reform,® especially given the current state of the system post the COVID-19 pandemic.

Going forward, a process would be needed to move funding for successful innovations
under the “second transfer” into the general CHT, perhaps tied to federal commitments to
assist in funding, scaling and adapting what works to other jurisdictions. This would free up
governments to move to other priorities as the focus of the “second transfer” without aban-
doning successful pilots. Such a process could be outlined as a New Canada Health Act and
in companion legislation in the provinces.

Again, this is potentially a massive undertaking and one that will take significant inter-
governmental goodwill to achieve. Only the federal government has the fiscal capacity to
fund the scaling of successful innovations, and only the provinces have the knowledge of how
to best deliver services in their specific contexts. Scaling innovations will take working both
bilaterally (scaling a local innovation within a province) and multilaterally (scaling innova-
tions across provinces). Taking a page from collective impact theory (Cabaj and Weaver
2016), what one may need to accomplish this is a backbone organization that can, in service of
the collective, provide the resources, data and evaluation components necessary to effectively
scale and adapt innovations across jurisdictions with different policy design and implemen-

tation capacities. Such a backbone organization would have to be both embedded in FPT
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governments and independent from them — embedded in order to understand the local
context in which an innovation succeeded and to have access to the data needed, but inde-
pendent enough to thoroughly evaluate effectiveness and compliance with the value-based

framework that would guide it.

Concluding Thoughts and Caveats

What has been attempted here is, at best, a sketch of where and how we might consider
taking an emerging (and I believe positive) development on the intergovernmental front and
use it to help operationalize and extend positive developments down on the ground in terms
of reform efforts around value-based healthcare. And admittedly, there is much more that
would need to be thought through to make it a reality.

But the future of bilateralism is far from assured. Statements by provincial premiers
at the recent COF meeting in British Columbia made no mention of subsequent rounds of
bilateral agreements (COF 2022). And, too, the federal government has said little about its
own agenda when it comes to any adjustments to the CHT (Owen 2022).

Undoubtedly it is true that bilateralism has, to date, been driven by the federal govern-
ment. Given the current efforts being put into maintaining provincial solidarity over the
current demand for a $28 billion unconditional increase in the CHT, it may be fair to say
that some provinces felt, perhaps, bullied into the 2017 arrangement, especially after it was
unilaterally extended in 2014. The federal government’s current task is to make the case that
bilateralism is not federal interference in provincial jurisdiction but is, in fact, a means to the
kind of partnership that the premiers have called for.

And this puts the onus on the federal government to be the kind of reliable, knowledge-
able and engaged partner that it has not often been in the past, perhaps first by working with
provinces to create the kind of backbone organization needed to successfully move a value-
based framework forward. What we know about operationalizing value-based healthcare in
Canada comes from the provinces’ own initiatives and experiments. The federal response
should be to understand that its best role in replicating and scaling achievements is to follow
the provincial lead. The provincial response should be to understand that if they are driving
the reform process, then there is an obligation to both the other funder and their own resi-
dents to be more transparent and accountable about the direction the system is going and the
destination. An intergovernmental framework for value-based healthcare that is focused on
agreed reform priorities could be a starting point for this.

Sutherland (2020b) characterized the search for value-based healthcare as perhaps a
choice between seeking a “Holy Grail” (p. 3) and “incremental progress” (p. 4). But perhaps
it is both. Grail quests are long, arduous and filled with detours, but even if the Grail is
never completely in our grasp, we can get progressively closer to it over time. The emergence
of bilateral federalism could be one means by which we bring value-based healthcare into a

national conversation about the future of Canadian healthcare.
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Epilogue: The 2023 Healthcare “Deal”

On February 7, 2023, the federal government presented to the premiers its proposal for a
new national health accord (Health Canada 2023a). It included an immediate $2 billion top-
up to the CHT and a guaranteed 5% annual growth in the CHT for the next five years to
be paid as annual top-ups. Access to those top-up funds would be conditional on provinces

committing to increased and more transparent data collection.

An additional $25 billion would be allocated to four priority areas (Health Canada 2023a):

* expanding access to family health services (including in rural and remote areas);
* supporting health workers and reducing backlogs;
*  improving access to quality mental health and substance use services; and
* modernizing the healthcare system with standardized health data and
digital tools.

This money would be accessed via tailored bilateral agreements that include “action
plans,” “the addition of targeted results with indicators” on which “provinces and territories
would publicly report on results to their own residents” (Health Canada 2023a). The initial
provincial reaction was to refer to the federal offer as a “starting point” and a “down pay-
ment” (Aiello 2023). But by March 20, 2023, all jurisdictions but Quebec and the territories
had signed agreements with Ottawa.

It seems clear that the federal government very much wants to continue to move down
the bilateralism road with an essentially bifurcated health transfer — the CHT proper is to
remain more or less unconditional, while a second pot of money offered for more specific
health reform priorities (including both CHA and non-CHA services) will be dependent on
greater levels of transparency and accountability written into bilateral agreements. Whether
those transparency and accountability mechanisms are sufficient to meet public demands
that health transfers are indeed spent on healthcare remains to be seen.

Furthermore, the federal offer amounts to about $50 billion in “new” spending over a
decade, which is far short of the provincial demand for an immediate annual increase of $28
billion per year. The difference between what provinces wanted and what the federal gov-
ernment offered likely means that the “who-is-paying-how-much-and-for-what” debate will
continue. This does not bode well for the prospects of real reform or for furthering any dis-
cussion of value in health as it might pertain to the Canadian system.

Interestingly, on March 10, 2023, the federal government announced that it was mak-
ing the first deductions to provincial transfers under the Diagnostic Services Policy (DSP),
which articulated a commitment to curb the private payment for magnetic resonance imag-
ing and computed tomography scans by individuals by deducting their cost from provincial
transfers (Government of Canada 2019b; Health Canada 2023b). A total of $82.5 million
is to be clawed back, mostly from British Columbia ($23.1 million), Alberta ($13.8 million)
and Quebec ($41.9 million). The government of Saskatchewan publicly stated that it will
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not change its private MRI policy (Mantyka 2023), becoming perhaps the first province to
explicitly commit to the ongoing violation of the terms of the CHA. For neatly 50 years,
provincial governments of all stripes swore fealty to the five CHA principles, and to have the
province known as the “birthplace of medicare” be the first to unapologetically shrug off fed-
eral enforcement may constitute a new front in the intergovernmental struggle over Canada’s

ailing system and the values that underpin it.
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Notes

1. T use the term “intergovernmental diplomacy” as a contemporary variation on “federal-
provincial diplomacy” used by Simeon (2006) to refer to the processes of “executive
federalism” that, akin to international diplomatic negotiations, work to achieve pan-Cana-
dian policy consensuses on specific issues. The “cost-sharing” arrangements that created
Canadian medicare in the 1960s, the tax-point transfer that underpinned the
EPF changes in 1977 and the Health Accords of 2002, 2003 and 2004 are all products of
these kinds of negotiations. I chose intergovernmental rather than federal-provincial as
the descriptor only to acknowledge the presence of the territorial governments at the table.

2. A summary of each of the 13 bilateral agreements, showing the nature and degree of spec-
ificity of each province’s commitments, can be found in the Appendix to McIntosh and
DeCorby (2022).

3. This, in fact, could be an important role for the federal government — encouraging prov-
inces with financial and other incentives to adopt best practices and to facilitate the
transfer of “what works” across provincial boundaries.

4. The provinces prefer to talk about “healthcare spending” as a whole because it strengthens
their case for increases in the transfer from the federal government. The federal govern-
ment has expressed a desire to see (and invest in) expanded public pharmacare and dental
care programs that are clearly beyond the confines of the CHA. The blurring of the lines
between CHA and non-CHA services serves both sets of political interests.

5. It is worth noting that in many of the reviews of what was accomplished with the 2004
Health Accord, the one area that was consistently seen as a high point was the steady
improvement of the system’s ability to produce high-quality, comparable data across juris-
dictions (McIntosh and DeCorby 2022).

6. One might also consider principles like “transparency,” “accountability” and “public report-
ing” as additional principles to the five listed above, which would form part of the overall

framework for value-based healthcare in a highly decentralized federation like Canada.
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