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percentage of GDP spent on health care is a major problem for the U.S. and an area that 

needs further analysis. 

Figure 1: Total Expenditure on Health 
1971-1997 

16 

14 
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Year 

• Canada 

• United States 

oEC 0 Health Data 98 

Source: Organization for Economic Cooperation and Development, Health Data 98. 
National Expenditures on Health [CD-ROM}: 1998. 

Physician Service Payment Mechanics 

The United States spends almost three times as much as Canada per capita on 

physician services (Fuchs, 884). Clearly the United States has major problems with its 

national spending in this area. 

In Canada, physician service costs are basically paid by one source: the 

government of each province. Canada currently has a fee-for-service payment system for 

its physicians, one in which a physician performs a service and the physician is paid for 

doing that service (Innes, 411). The provincial government negotiates with the provincial 

medical association on a sum for physician services. The fee schedule, or list of services 
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however, U.S. health insurance plans also typically require co-payments and/or 

deductibles for many of the services covered in full by the Canadian plans (Torrey, 126-

7). In 1986, total out-of-pocket household expenditures on health care in the United 

States were 1,135 dollars; the percentage of total personal consumption that was directed 

to out-of-pocket health care expenditures for the United States was 5.6 percent (Torrey, 

129). 

In a comparative study of how much money citizens of Canada and the United 

States paid out-of-pocket for health coverage in 1986, it was shown that Canadian 

households paid about half of what U.S. households paid. The amount of money that an 

average Canadian household spent on out-of-pocket health expenditures in 1986 was 446 

dollars (U.S.); the average out-of-pocket health care expenditures as a percent of total 

personal consumption was only 2.2 percent (Torrey, 129). 

It is clear that Canadians spent considerably less of their total personal 

consumption expenditures on out-of-pocket health care expenditures than U.S. citizens in 

1986. Where Canada compensated was in its taxes; Canadian citizens paid almost twice 

as much in personal taxes as U.S. citizens. In 1986 the personal taxes per capita in 

Canada was 6,095 dollars (U.S.), and the amount in the U.S. was 3,612 dollars (U.S.) 

(Torrey, 129). Canada spent roughly 61 percent less than the United States spent on 

personal household out-of-pocket health expenditures, 446 dollars (U.S.) to the United 

States' 1,135 dollars (U.S.), but all of Canada's citizens get health care coverage. In 

general, Canadians pay less out-of-pocket for their health care services, but this is 

partially compensated for by the greater role of Canada's public sector in financing health 

care. While both Canada and the United States spend significant amounts of public 
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monies on health care, public sector financing is much more significant in Canada than in 

the United States (Torrey, 130). 

The Canadian Health Care System 

This section addresses the Canadian health care system. It discusses how the 

current socialized system was established by reviewing the history of Canadian health 

care. This section also outlines the current state of the Canadian health care system. 

History of the Canadian Health Care System 

In discussing the Canadian federal health care systen1, it is in1portant to look at 

the experiences of the province of Saskatchewan. Saskatchewan served as a pioneer in 

the socialization of Canadian health care and led the way in both universal hospital 

insurance and in universal physician insurance (Roen1er, 194). 

The concept of a socialized health care system dates back as early as 1916 in 

Saskatchewan. It originated as tax-supported municipal plans in rural areas, tax money 

used to finance health insurance for the taxpayer. These plans were used to keep 

physicians in low-income rural communities. The idea of socialized health care spread 

throughout Saskatchewan from these rural communities (Roemer, 194). 

The Cooperative Commonwealth Federation (CCF) party came into power in 

Saskatchewan in 1944 as a result of two socially and politically straining events: the 

depression of the 1930's and a drought in the early 1940's. The CCF party had used the 

hard economic times to its political advantage and promised "socialized heath care" if it 

14 
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the population of Canada, agreed to this Act (Andreopoulos, 14-15). Only five provinces 

agreed to this Act by 1958. However, there was a change of government in 1958 and an 

amendment was passed to begin this hospital insurance program before the six provinces 

agreed to this Act. By January of 1961, all of the provinces had joined the program 

(Andreopoulos, 15). 

Under the Hospital Insurance and Diagnostic Services Act, all residents of Canada 

were eligible for hospital insurance coverage. It was the provincial governments' 

responsibility to organize a program, but they had to n1eet some federal standards. They 

also had to agree to specify the services to be provided, specify the amount of authorized 

charges, include a schedule of hospitals in the province, and provide the federal 

government with their methods for administrating the provincial law (Andreopoulos, 28). 

Provinces were required to provide comprehensive coverage (inpatient was mandatory, 

but outpatient was optional), provide universal coverage -- available to no less than 

ninety-five percent of the population, allow for coverage when a person leaves his/her 

province or Canada, and provide public administration. Provinces also had to develop a 

scheme for hospital inspection (because of mandatory inspections, the quality of hospital 

care greatly improved (Andreopoulos, 28-29)). 

The public was very pleased with its national hospital insurance coverage, but 

many were still struggling with private physician insurance coverage. There were so 

many insurance companies with different policies that the physicians had to read each 

one separately to check if a patient was covered for a particular procedure. In the early 

1960's, the Canadian government established a Royal Commission on Health Services, 
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often called the Hall Commission. This commission strongly supported the idea of 

universal government insurance for physician services (Andreopoulos, 16). 

In December of 1966, the Medical Care Act was enacted which gave medical 

insurance to all Canadian residents. The minimum provincial requirements for this Act 

are similar to those for the Hospital Insurance and Diagnostic Services Act. The 

requirements are often referred to as the "Four Points." The requirements are: 

comprehensive coverage, universal coverage, portability of the policy, and the plan must 

be operated on a non-profit basis. In Canada, comprehensive coverage refers to all 

medical services required, as advised by a physician, without any restrictions. Services 

are provided on the basis of medical need, regardless of financial status. The second 

point, universal coverage, insures that a proportion close to one hundred percent of the 

population is provided medical insurance by the government. This allowed for few 

private medical insurance companies. Portability of the policy allows for coverage 

during a person's absence from his/her province or the country. The forth point requires 

the provincial plan to operate without gaining a profit. This point also discouraged 

private insurance companies. Within these provisions, the provincial governments were 

allowed to construct their own plan for universal medical insurance. Under the Medical 

Care Act, all essential services provided by physicians are covered (Andreopoulos, 36-

37). 

Provisions for socialized health care services were very popular among the people 

of Canada. Because of the Hospital Insurance and Diagnostic Services Act and the 

Medical Care Act, hospitals and medical schools were being built, and jobs in the health 

industry were being created. 
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,-,UJUU'-"U currently has a national health insurance plan that offers its citizens 

care. In 1984, the '-./ .....,......,................ Parliament passed the '-./ ...............'................ Health  

to the cornerstone of care Its purpose, 

of Act, is to: 

VVJ.J.'-JUICJ.'lJJ......., In 

extend health care provided under provincial law that must met 

before a full cash contribution may be n1ade. 

The purpose of this Act is to ensure that all residents of Canada have access to 

health care on a pre-paid The Act '-'...., ...... L five Inajor criteria that a ................J  

province or territory of Canada must n1eet before it is given ..........'........."......... backing by the 

federal for its health care. territory or province own health 

care system, is to ensure 

...,A ....L........ ''"'.... ~ has a set of or 

territory must fulfill in to be able to have an acknowledged and federally funded 

health care ...,. ... ,.,r.-... ..,. ....... The first criterion that a province or territory must meet is 

"universality." This means that all residents in province or territory must entitled 

to equal health insurance coverage. In theory, idea means that everyone will be 

treated equally and no preferential treatment will be given to (Rush, 
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ability and skill level of an incoming physician before they accept that physician into 

their group. 

A second quality control device that Ontario has is the "Quality Assurance 

Program," which has been in existence since 1995. The goal of this program is to help 

physicians who have deficiencies in certain areas to solve their problems. This progran1 

has the authority to require that a physician go under peer assessment or to require that a 

physician participate in specific enhancement programs in order to improve his or her 

deficiencies. The Quality Assurance Program is usually the saving grace for physicians 

who have deficiencies discovered through peer review. In rare cases, where the 

physician will not cooperate or go through with the recommended enhancement 

programs, the Program has the authority to put limitations or conditions on that 

physician's certificate of registration. This can prevent the physician from properly 

running his or her practice. It may, in some extreme cases, cause the physician to shut 

down his or her practice. 

A third quality control device that Ontario has is the "Clinical Quality 

Improvement Committee." The main goal of this Committee is to improve the medical 

profession as a whole. It implements this goal by facilitating quality improvement and 

setting priorities for quality issues. One of the program's jobs is to communicate the 

availability of such quality improvement activities to health professionals and health 

agencies. The committee also oversees new program development and gives advice and 

assistance to outside agencies, institutions, and government on matters relating to the 

quality of clinical care. This Committee's main role is adn1inistrative. 
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History of U.s. AL ___ ...., ...... ,., ...... 

The debate over a nationalized health care 

gOIng on the Social Act of 1935. The that designed this Act, 

Committee for Economic Security, believed in national insurance but did not 

include it in this Act (Aaron, 2). The American Medical Association (AMA) feared that 

federal involvement health care would impinge on physician independence and 

the quality care. this other reasons, the insisted the 

drop AiU.LA'ViA'U.i care from the Security 

health care is 1 Medicaid 

Medicare were that enactment was 

first In reasons, 

no more major changes in the U.S. health care system took place for the next thirty 

notwithstanding expansions of Medicaid coverage and new methods for paying 

physicians hospitals under Medicare. 

Current U.S. Health 

Most U.S. citizens have private health insurance, comes in two main 

traditional and managed care. Other people health care from one of the two 

major governn1ent sponsored health care plans: Medicare Medicaid. Medicare is a 

totally federal insurance program, while Medicaid is a group effort of both the federal 

26 



and state governments. The remaining uninsured citizens either pay for their own health 

care, or receive what is called "uncompensated" care. Uncompensated care typically 

means that the providers of the health care are compensated through "cross subsidies," 

which result from others paying hospital and physician prices that are higher than the true 

costs of their care. 

Traditional health insurance companies do not limit their subscribers in their 

choice of physicians and hospitals. However, subscribers usually must pay a charge, 

either a deductible or coinsurance, for each visit to a physician or hospital. 

Many traditional health insurance companies are being driven out of business 

because of their high premiums. Since these insurance companies do not regulate 

hospital or physician choice, subscribers can utilize any hospital or physician, including 

specialists, which can get quite costly for the company. Therefore, traditional health 

insurance companies have been forced to raise their premiun1s greatly. These higher 

premiums have made managed care companies look more attractive to much of the 

public. 

Health Maintenance Organizations (HMOs) are the major example of managed 

care companies in the United States today. An HMO is usually both a provider of 

services and an insurance company for its subscribers. Unlike traditional health care 

insurance con1panies, HMOs exercise control over their subscribers' health care 

providers. Enrollees of the HMO plan pay a fixed capitation fee to provide virtually 

unlimited medical services for a fixed period, regardless of the frequency of use. This is 

a n1ajor advantage of HMOs, since those covered have no deductibles or coinsurance 

obligations and generally pay only a low co-payn1ent when they see a physician or stay in 

27 
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are run 

government (Birenbaum, 176). 

In 1990, a study was performed that concluded that PROs used ineffective 

punishments. In 1992, the PROs were reformed into organizations staffed by medical 

professionals who are trained in quality improvement. These professionals attempt to 

the quality of care for Medicare and patients by analyzing patterns of 

care in the Medicare database p ....","-''''.,,;-. this information along to physicians and 

hospitals. review individual complaint cases the authority to deny 

for urut1e(~essar 489). 

Sector 

Payment 

In the United today, physician is very complex. Physicians have a 

multitude different kinds of paperwork and to fill out. Much of their 

comes third party """"A..LLp'..UU.,",'-'. as previously. a 

of payment methods . 
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The American Association of Plans, a iiiUiiUt::,'"' .... care 

set up an organization to and Care Organizations (MCOs) 

called the National Committee on Quality Assurance (NCQA). The NCQA is (T{Y(TPr11PIl 

by a board of that includes employers, consumers and labor representatives, 

quality policy makers, and representatives from organized medicine. The NCQA 

"''-'''''''-L'~ to establish of HMO performance and health 

outcomes. the accreditation of MCOs and the 

measures Data and 

Infomlation System (HEDIS). the NCQA at are 1""-""1"'\1""-£},,-, 

for HMO quality. 

There are 50 standards the NCQA uses to detem1ine the quality of health 

plans. These standards all fall one of the following categories: Quality 

Improvement, Physician Credentials, Members Rights and Responsibilities, Preventive 

Utilization Managen1ent, and Medical Records. 

The Improvement category the MCO fully examines 

quality care to its .LL',-".U.l'V"".l It also looks at coordinates 

health care delivery NCQA '-'.LA""V"'."" 

MCO to access to care in a 

amount of time. Also, this ""~~''"'.''''''-' includes an inspection of improvements in care 

and service that the health care plan can demonstrate. 

The Physician Credentials judges whether the MCO meets specific 

NCQA requiren1ents for· and experience of all physicians in its 

network. This category determines the MCO looks any history of malpractice or 
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Chapter III: Procedure 

This chapter explains how the research for this project was conducted. It outlines 

the procedure used in the process of researching and writing this proj ect. 

This project required extensive research to fully understand the complexity of 

both the United States' and Canada's health care systems. For this project, research was 

performed at Worcester Polytechnic Institute's Gordon Library, the UMass Medical 

Center Library, and Clark University's Goddard Library. During the preliminary 

research, it was discovered that the health care system in Canada varied from province to 

province. For this reason, this project focuses on the health care system of the province 

of Ontario. 

To comprehend both the Canadian and U.S. health care systems, it was necessary 

to look at the history of both systems. Most of this information was obtained from books 

at the Gordon Library. From this basis, research proceeded to the modem health care 

system of Ontario and the United States. 

Most of the sources for information on the current health care system of Ontario 

were found at the UMass Medical Center Library. These sources were found by using 

the Index Medicus, a publication of the National Library of Medicine, and the Science 

Citation Index. The Index Medicus is a reference series that organizes articles found in 

medical journals by subject and author. The Science Citation Index lists other journal 

articles that cite a specific journal article. This allows a researcher to find other sources 

based on the topic of the article. 
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Chapter IV: Results 

This chapter presents the basis for this project's recomn1endations. It is divided 

into two main areas of discussion: costs of physician services and physician quality. 

These areas are analyzed from the perspective of both the United States and Ontario. 

Physician Services in the United States 

This section deals with the many factors that affect physician services and costs in 

the United States. These factors include physician reimbursement systems, modes of 

physician practice, Medicare's Resource Based Relative Value Scale (RBRVS) system, 

and medical malpractice. 

Alternative Methods of Physician Reimbursement 

There are three basic ways in which physicians in the United States can be 

reimbursed for their services: salary, capitation, and fee-for-service. These 

reimbursement systems are introduced in this section, along with the modes of practice 

that make use of them. The advantages and disadvantages of these systems are discussed 

in Chapter V. 

A salary reimbursement system means that the physician receives a fixed amount 

of money for a fixed time period. The physician's income does not depend on his or her 

number of patients or the number of visits by these patients. This reimbursement system 

is most often associated vvith "closed panel" HMOs, which are discussed below in the 

section on modes ofphysician practice (Eastaugh, 40). 
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In an HMO, area IS to 

contract with HMO's An example of an open-panel HMO is a 

preferred provider organization or PPO (Bloom, 161). A PPO is an agreement between 

health care providers and health care buyers. These two groups of people agree to supply 

services to a certain group of on a discounted fee-for-service basis (Feldstein 

1999,61 

type IS HMO. are two types 

AAA~~_~ HMOs: dual In 

Lt."J'"'iVi 

makes a contract to perform services for an ...,UL.....JA.HJA"• HMO. In the ..., ..... 

model, the physician groups actually construct their own HMO and health plan. 

The most con1mon group model is the dual group model (Eastaugh, 1 

Independent Practice Associations (IPAs) are another way for individual 

physicians to compete the Inedical marketplace (Greenberg, 23). IP A is a different 

legal entity fron1 an HMO. contracts with individual physicians a 

solo practice. The usually handles administrative duties for the physician. 

the physician typically must pay an initial .........."...... 'U'v, to 144). 

is some utilization In which means that an IP A is a of 

.L.UUJ..LUF::'V'U care. 

In an IPA, physicians provide care to the Association's enrollees on a prepaid 

and the are in a fee-for-service manner non-YYlI-o,"r,,,ari 

Association patients (Mackie, 43). This means that a solo physician with an established 

practice does not have to lose his or her current patients when joining an IP A. This 

L"U..n.",,, IPAs very attractive to established physicians 58). 
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educational costs of the physician. Each physician service was assigned a relative value 

unit (RVU) number based on these factors (Feldstein 1994, 88). 

The actual physician fee for each service is calculated by multiplying the RVUs 

by a monetary conversion factor. In 1992, this conversion factor was $31 (Feldstein 

1994, 88). This fee is then adjusted for the geographic location of the physician. In 

addition, new physicians receive only 80 percent of this Medicare fee schedule during 

their first year of practice, with the percentage received rising to 100 percent by the fifth 

year of practice. This is done so that new physicians are not making more money than 

their more experienced peers (Feldstein 1994, 88-89). 

This new Medicare payment system covers the reimbursement levels for 7,000 

different physician services. Under the old system, Hsiao discovered that "cognitive" 

services, like patient evaluation, counseling, and management of services, were valued 

much lower than procedural services, such as testing and surgery. Hsiao felt that the 

cognitive services were undervalued in the old Medicare system, while the procedural 

services were overvalued. This is because cognitive services typically require more time 

and effort on the part of the physician than procedural services. The RBRVS lowers the 

profitability of many procedural services while increasing payn1ents for cognitive 

services (Feldstein 1994, 88). 

Since the RBRV system is still a fee-for-service payment, it does not control the 

overall volume of physician services and --therefore-- does not control overall physician 

costs. With the implementation of the RBRV system, the federal government was 

concerned that physicians would attempt to induce demand for their service to offset their 

lower Medicare fees. To prevent this, the federal government set a limit on overall 
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physician Medicare expenditures. This limit is set by relating the annual update on 

physician fees (the RBRVS monetary conversion factor) to the growth in the volume of 

physician services. For example, if physician Medicare expenses increase faster than a 

target rate, then Congress can reduce the monetary conversion factor the following year. 

This target rate of increase in physician Medicare expenses is based on inflation, nun1ber 

of beneficiaries, newly covered services, and technological advances (Feldstein 1994, 

89). 

Effects of Malpractice on Physician Costs 

The medical malpractice system in the United States is based upon tort law. A 

tort is a civil wrong that is committed against a person or property. The main purposes of 

tort law is to find fault for wrongdoings, deter future wrongdoings and to compensate the 

victim of the tort (Pozgar, 36). 

Medical malpractice claims entitle an injured person to compensation for damages 

that are a result of physician negligence. The damages can be either economic losses, 

such as lost wages and medical fees, or "pain and suffering." This system gives 

physicians a financial incentive to provide high quality health care and to perform only 

procedures for which they are competent (Feldstein 1994, 108). 

The cost of medical malpractice insurance is an important concern for the health 

care industry because of the many malpractice claims and large jury awards. The cost of 

malpractice premiums for physicians is an important part of total physician expenses, 

particularly in certain specialties such as anesthesiology, obstetrics, and surgery. In 1991, 

malpractice premiums constituted an average of 100/0 of total physician expenditures. 
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Figure 3: Private and Government Funded nditures on  
Se rv ice 5 in the U 1982-1996  
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Figure 4: United States Physician Expenditures Per Capita, 
1982-1996  
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Figure 5: Pecentage of Total U.S. Health Care Expenditures 
on Physician Services, 1982-1996 
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Figure 5 shows total physician costs as a percentage of total n1edical care costs in 

the U.S., from 1982 to 1996. This figure shows a rise in the percentage ofphysician 

costs between 1982 and 1988, and a drop from 1991 to 1996, with fluctuations between 

1988 and 1991. The reason for this drop may be attributed to the switch away from 

traditional fee-for-service insurance to managed care. 

Physician Services in Ontario 

Ontario's physician payment system is very similar to the new RBRVS Medicare 

payment system in the United States. Ontario's system is designed to help ensure 

equitable physician fees by setting fixed rates for individual physician services. In this 

type of system, it is relatively easy for the government to control the costs of physician 

services by adjusting the pricing scale for physician services (Folland, 490). 
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manner, relative In 

physician fee schedule is set by negotiations between physicians' organizations and the 

provincial goven1illent. The two sides work out "fair" amounts for the governnlent to 

pay the physician their services rendered (Folland, 490). 

addition, the goven1illent in may set a total physician expenditure 

IS adjusting to the as IS 

In IS on an U,....UlHA ..... by 

In a is spent on unnecessary duplication of 

facilities. Since the '"'.L ... ,L<LA'.., ...... ~ controls the health care in Canada, it also 

regulates the production of new facilities. Furthermore, the provincial 'Tf""!'-'r~Tr'i->r1 

strive to maintain a good distribution of these facilities throughout their provinces in 

order to achieve maximum efficiency (Himmelstein, 119). 

1 to 1996 

'-'LUU"'<,J.V'" for 

from 1 on the province of Ontario was not readily available, so these 

data are from the nation of Canada. 
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an approved program, certification or recertification by an ABMS member board, 

continuing-medical-education courses, no experience with malpractice legislation, and an 

office site review (Kassirer, 43-44). 

Studies have shown that there is a positive correlation between one's success on 

the ABMS certification examinations, the National Board of Medical Examiners test, and 

peers' and program directors' ratings of clinical competence (Kassirer, 43-44). 

Therefore, it can be argued that managed care companies' encouragement of board 

certification directly results in an improvement in physician care quality. Oftentimes, 

physicians become board certified and display their degrees and educational 

achievements publicly in order to indicate that they are likely to provide high quality 

care. 

Effects of Competition among Physicians on Physician Quality 

It can also be argued that competition among physicians affects their quality of 

care. Many physicians obtain new patients on the basis of their reputation for high 

quality care. Whether their reimbursement is by capitation, salary, or fee-for-service, it is 

likely that the physicians who are perceived to be of poor quality will eventually have 

their incomes affected adversely. Because the supply of physicians in the U.S. has grown 

much faster than the populations in recent years, competition among physician has 

increased considerably. 
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Some hypotheses that have been offered to explain such variation in treatment 

patterns suggest that it may be a result of the location of a physician's education, his/her 

experience, length of time in the same community, and community norms. The location 

of a physician's education may affect his/her treatment patterns because different 

professors at different schools may have different teaching techniques as well as 

emphasize different areas of studies. Since medical schools and professors vary, 

physicians' performances also vary. A physician's experience is also important in 

explaining different treatn1ent patterns because experience in the medical field is 

invaluable. For example, a physician with experience may detect symptoms for an illness 

based on his/her experience without the aid of expensive tests. The length of time a 

physician spends in the same con1munity and the comn1unity's norn1S also affect 

treatment patterns because the physician becomes very familiar with his/her patients' 

expectations. When a physician practices in a community for a length of time he/she 

learns the most effecti ve way to treat the common illnesses that plague that particular 

community. A physician is also able to become very familiar with his/her patients when 

he/she dwells in a community for a considerable length of time. Knowing a patient well 

is an invaluable factor because the physician is aware of a patient's medical history and 

knows how to care for him/her (Feldstein 1999, 273-274). 

Physician Quality in Canada 

This section deals with physician quality in Canada in general, and in Ontario 

specifically. It explains some of the government regulations, progran1s, and con1mittees 

that aid the province in the pursuit of high quality physician care. This section also 

58 



sector ""'V1'~',,",U 

.................... ~ ............. physician 

developed a 

It is a 

assurance 

IS a 

r\'-"£"·,,'l"";""'..., "<.4u'"""" assessment as 

IS as 

so 

assessment 

some 

is to at aspect 

59 



vnV:::iIl;HUl:::i are to courses 

costs 

of on 

It is 

IS 

IS 

as 

assurance are 

to care 

60 



an two 

assessment n.rr".,.r"' ......" 

Peer on a 

a 

some 

assessor IS a 

H.J.V'U.J.VJ.J.J.V as the 

Each assessor 

C'C''::'C'C',('f.rC' must also as as to 

61 

http:C'C''::'C'C',('f.rC


to 

assessment VVJlJ. ...HULU a tour a 

or 1 ). 

two visit 

care 

to 

to 

to 

that is ~ __.~,..,~~_ 

can 

seen 1. 



1: Grading System 	 the Peer 

Bl 	 The physician's assessment report is \."""'''''.ULL1.U·.L.L 

perfect there are no examples given where care 

IS 

B2 The 
keeping or care. 

Cl are more errors In but still 

minor concerns about care. 

a medical record may be lacking. 

C2 care 

cannot 

There is evidence of inappropriate care. This nlay 

a case or areas concern. 

(Norton, 34) 

score a or a Dare to an 

to 

assessor looked at and some records they are allowed to 

...'J.iJ.IU""J.""J.i'JV":''''' on own. The iJ.i of Assessment Committee the 

assessment report -- as well as the new the physician brings to meeting. The 

Committee then gives advice to the physician on areas for improvenlent (Norton, 32). 

The Conlnlittee then prepares a report which describes its finding. It gives a copy 

of the report to the physician along with literature or pamphlets on areas which the 

Committee feels the physician was 1. ..... "" ..." ... 1.,'1-. (Norton, 32). 
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assessment reports. Many of the physicians who score a D or C2 establish their own 

educational action plans attempting to address several or all of the concerns identified in 

their assessment reports. These physicians are congratulated on their achievements and 

told the Peer is finished, until another 

assessment is ""V'AV'-L~A.'V'I.L. 

..JAv ......... ..., IS two  

assessment 

can to educational 0ppoliunities. physicians are to 

n10nths after their intervention - typically - - one half of them will judged 

to be practicing appropriately at the time of reassessment. The majority the remaining 

half will have decided to retire from active medical practice rather than undergo the 

retraining required to reacquire the standard of practice required Ontario physicians. 

The physicians who leave their practice are usually in the age category of 70 and older 

(Norton, 

In 

•.,"-'1\... ....., ....,'-' for possible 

1 Committee began to 

to months) all of those a D or C2 in 

their original assessment who were still in practice. The revisits are done in a blinded 

fashion for the assessor; that the assessor is not notified the physician is up for 

reassessment and only thinks that it is a routine assessment. The Peer Review Committee 
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is blind to the reassessment as well. to the large volume of annual assessments 

Committee turnover, it is usually hard for individual members to recall 

a specific physician. There are some rare cases in which it is brought to the attention of 

the assessor that he/she is ..... o.'~-t-"'I'"VV'1"' ..... a reassessment, but it is usually the physician who 

the IS reasse:sse:a (Norton, 3  

a study was done to see  

assessment 

1991 and 1996, 1 were a Of 81 

had been completed and 16 were still in progress at the time of the study. The remaining 

27 physicians had died, retired, or left their practice. The study chose comparison 

physicians who matched of the characteristics ( e.g., age) the reassessed 

physicians so that the study results would have meaning. 

study showed that the revisited group's ass:es~;ea performance was 

significantly than that matched physicians who had '.HJ.J,J..LH-"A 

but who were not 

who were' to 

to one as well as 

were U"".L""~'C~~ for assessment under the normal (Norton, 34-36). 

Ontario's Program has shown itself to useful in improving the 

quality of physician practices. It offers physicians a chance to receive constructive 

criticism from their peers, as well as to solutions to problems in their practice. 

However the progran1 has constraints due to the provincial budget allotted each year; the 

Comn1ittee can only do so many reviews per year. there are so few 
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Another part of The Clinical Quality Improvement Committee's job is to be 

to new ways quality improvement and share them with the professional 

community. For instance, in 1998, an August meeting of this Committee included a 

presentation on quality improvement initiatives undertaken by a community hospital in 

of care into Ontario.L<...-',-'.iU1">V""" 

as this 

was a good so it 

,r"'I"''te>.r! its staff to work on of 

(Gordon, 17). 

on 

In the province of Ontario, nearly 50 percent of all physicians practice in some 

sort of group setting. noted above, it is the Ontario government's not to 

perfoffi1 on these Therefore, it is up to group to its 

own quality control rYlP·r-h'H1 n"II-""~r these physicians are still to 

with the (Norton, 30). 

anew with The IS 

physicians to to undergo reVIew Peer Assessment 

U'-",.l'-'''''''~ often use the government's quality control device as a pre-hire 

Overall, there are many types of group practices in Ontario. Data on the 

characteristics of quality are not readily available, but they are known to vary so 

much from group to group (Norton, 
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Effects of Physician Education on Physician Quality 

In Ontario, the Registration Committee of the CPSO is in charge of giving all new 

physicians --as well as practicing physicians-their annual certificates to practice 

medicine in Ontario. The Registration Committee decides all of the criteria for receiving 

and maintaining a medical certificate. This Committee also publishes a pamphlet called 

Guiding the Profession that it distributes to all newly registered physicians (Norton, 33). 

This Committee makes decisions that affect the quality of service provided by 

physicians. For example, in the past new physicians would work as residents and also 

moonlight in different areas of the hospital. There were many issues that resulted from 

these practices, but the main one was the quality of care patients were getting from over-

worked residents. The Registration Committee felt that moonlighting residents were not 

good for quality, so it passed legislation that abolished the moonlighting practice. 

Medical students also have guidelines set forth by the Registration Committee 

that they must follow. These guidelines are made with physician quality in mind. There 

are different procedures for medical students from LCME (Liaison Committee on 

Medical Education) / ACMS (Association of Canadian Medical Colleges) [all medical 

schools in Canada and the United States] accredited medical school and fron1 non-

LCME/CACMS (medical schools outside of the U.S. and Canada) accredited schools. 

Guidelines for recommended activities of both types of students are given in the 

"Guidelines for Supervision of Medical Students," found on page 21 of the 

January/February 1999 issue ofMembers' Dialogue, a CPSO publication. 
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Fee-For-Service 

The remaining major reimbursement technique in the United States, fee-for-

service, has one primary feature. This system provides a monetary incentive for the 

physician to schedule as many visits per patient as possible. This can keep both the 

physician satisfied --financially-- and the patient healthy. 

There are, however, ways to abuse this system. Unnecessary physician visits give 

money to the physician at the expense of the patients and their insurance companies. 

This raises the total cost of health care. Overutilization of care can also cause quality 

problems under this system. Additionally, this system tends to have physicians 

performing services that could easily be performed by people with much less training. 

Finally, this system does not tend to encourage the same preventive health measures seen 

in the other two major reimbursement systems (Eastaugh, 41). 

Ontario 

In Canada's province of Ontario there is one main form of physician 

reimbursement: fee-for-service. This is how the physicians are reimbursed for all 

insurance-covered health services. Citizens in Ontario have two choices for payment of 

services not covered by insurance. They can either charge their patients a fee-for-service 

or they can use a block fee plan (See Chapter II). 

The fee-for-service plan that the Ontario government uses for reimbursen1ent has 

many advantages. First, it gives physicians a monetary incentive to perform procedures. 

They are paid for each service that they perform, in the form of a set amount of money as 

established by the government. This tends to be beneficial to both the physicians and 
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patients. The former can schedule the appropriate number of visits and procedures and 

be reimbursed for their efforts. The latter get more attention from their physicians due to 

the fact that the physicians usually schedules more visits than under the other two 

reimbursement systems. 

Another advantage of Ontario's fee- for-service program is that patients know 

exactly what services they are getting and what the charges are. There are no hidden fees 

and the physicians are not paid when the patients are healthy. The physicians are paid 

only when they provide services to their patients. 

There is also one major disadvantage to this type of system. The more services 

provided by the physician, the more money the physician receives. This can lead to an 

overuse of services. Some physicians may perform unnecessary or extra services in the 

interest of receiving more money. These extra procedures can also have a detrimental 

effect on the patients' health. The fact that physicians are paid for each individual service 

can playa large role in the physicians' practice decisions. They n1ay perform tests and/or 

procedures even though it may not be necessary, simply because they are paid for each 

service. This is the main area where the fee-for-service reimbursement system has 

negative results. 

Recommendations 

It is recommended that both countries use a fee-for-service based reilnbursement 

system. This system would have a physician payment fee schedule to control the costs of 

physician services, similar to the one used for Medicare. This fee schedule would be 

enforced in order to control abuse of the reimbursement system by physicians charging 
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differently for the same procedures. Also, a physician spending cap should be in place to 

control the overall expenditures on physician services. This system would theoretically 

maintain the potential for a high level of health care quality while keeping national 

physician expenditures under control. 

Modes of Physician Practice 

The next section addresses the respective physician practice systems in both the 

United States and Ontario. This section deals with the advantages and disadvantages of 

the modes of physician practice in both health care systems. 

United States 

In the United States there exist many different modes of physician practice. 

These include solo and group practices, and managed care organizations. Each of these 

systems has advantages and disadvantages that are discussed in this section. 

Solo Practice 

The most basic mode of physician practice in the United States is the solo 

practice. In this type of practice, physicians can be paid on a fee- for-service basis -- or 

by capitation, if the physician is part of an HMO. Therefore, both the advantages and 

disadvantages of these payment systems are inherent in the solo practice. Furthermore, 

the administrative costs per physician are usually higher in solo practices than in group 

practices (Eastaugh, 144). 

74 



next As 

UVt,JCV,"''''' can or 

most cost 

to 

IS it 

costs as 

Uh';IVU...".)J,V,l,l on the 

care. 

are many 

to 

costs. 

to 

to 

to 

costs 

to 



more 

practice is the 

a can cut down 

IS 

a very 

groups, 

IS 

a 

to some sort 

so can 

as 

as as In "-"".11.0.4'..... 0.4. Group 

76 



contact can 

can 

.U.H.UH care...'V to ensure 

assessment .......r,Jc,.! ....... :"""'......... In ,...... ..., 

to 

on 

a on 

nrt"I,",'" more 

accurate 

IS ...,'VA.....,V ..,L........ '"'..., 

not 

1treatment'-''-'" .........", .. ,'<..,-'' . ..., at  

77 



nPlcn,p cares for a a 

physician in treatment to For 

early in have cancer; 

UU'.ULlU'..H,,,'" cannot currently 

treatment. 

a 

so one ...a ...·..............u In a  treatment vU,L'-'i:::-\JJ.. not 

a to 

IS 

are 

problem with as a control ...L.I IS...."V.. JI......J.J.J.U... u. 



an 

J.LJ,'"'VJ. ...4J..UU •. J.L IS it 

IS an 

reasons, are 

ne~~eSSaIv to 

are not as 

so are not 

sets 

current 

not In 

79 



are eligible for peer review. The problem with this is that 40-50 percent of physicians in 

Ontario are currently involved in some form of group practice environment (Norton, 30). 

As noted in Chapter IV, group practices often have their own internal reviewing systems 

to ensure quality of health care service. 

Physician Education and Certification Methods 

This section discusses the advantages and disadvantages associated with the 

physician education and certification methods in the United States and Canada. This 

discussion includes both general practitioners and specialists. 

United States 

Many years of education in the fie1d of medicine are required for a person to 

become a physician. This education helps to ensure quality physician care. Upon 

completion of their education, physicians are required to become licensed in order to 

practice medicine. Some physicians also become board certified. Board certification is 

not required by the government to practice medicine, but many managed care companies 

require their physicians to become certified to help them provide high quality care within 

their organization and to help attract potential patients. 

The most evident problem with physician education and board certification is that 

although many years of education are required to become a physician, board certification 

is not. Studies have shown that there is a positive correlation between physicians' results 

on the board certification exams and their performance in the work place (Feldstein 1999, 

395-96). 
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Chapter VI: Conclusions 

This chapter recapitulates some of the results of previous chapters relating to 

physician reimbursement, modes of physician practice, and physician quality. It revisits 

the discussion on alternatives in these areas for Ontario and the United States. This 

chapter also gives suggestions for further study. 

Summary of Results 

Physician Reimbursement 

There are three main ways that physicians are reimbursed: fee-for-service, 

capitation, and salary. All three of these systems are in effect in the United States, while 

Ontario exclusively uses the fee- for-service mode of physician reimbursen1ent. 

Modes of Physician Practice 

There are many different modes of physician practice in place in the United States 

and Ontario today, as shown in Chapter IV. These modes of practice are solo and group 

practices, staff, open, and closed panel HMOs, and IP As. Because of the improved 

potential for peer review, group practices tend to be the most effective in terms of quality, 

as discussed in Chapter V. 
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