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Abstract 

 

This essay explores the introduction of population-needs-based funding (PNBF) 
formulae for the provision of health care services in five provinces 
(Newfoundland and Labrador, Quebec, Ontario, Saskatchewan and Alberta) as 
part of a larger project examining a range of health reform decisions in those 
provinces.  Based on semi-structured key-informant interviews with civil 
servants, stakeholder representatives and political actors the paper examines 
why and how some provinces chose to move ahead with PNBF formulae while 
others did not.  For two of the provinces (Alberta and Saskatchewan) the 
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Introduction 

This paper examines the experiences of five provinces with the consideration and, in some 
cases, the implementation of what can be termed ‘population-needs-based funding formulae’ 
(PNBF) for the provision of health services.  Two of the three provinces implemented full-scale 
PNBF formulae as part of their respective regionalization processes.  One province implemented 
a relatively narrowly focused needs-based funding formula for a limited range of services and 
did so over time as its regionalization structure itself evolved and the regions assumed greater 
levels of responsibility within the provincial system. A fourth province, which has not created a 
regionalized governance structure for health, considered making a change, but eventually 
stayed with the status quo.  The fifth province has not adopted a PNBF funding formula at the 
provincial level, though it is employed by the regional health authorities in their own budgeting 
processes.   

Despite the fact that three of the five provinces now employ PNBF formulae for allocating health 
dollars (one in a limited sense), there is little to suggest they have had any significant impact in 
reorienting the health systems away from hospital-centred acute care provision and toward a 
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The decision by provincial governments as to whether they should adopt a needs-based funding 
formula for all or some of their provincial health care budget has resulted in a mixed message 
for future development in this form of health care budgeting.  Two provinces in the study, 
Ontario and Newfoundland, decided against a needs-based approach.  Three others, 
Saskatchewan, Alberta and Quebec have adopted a needs-based funding formula for the 
principal allocation of health care spending, though in a very limited manner in Quebec.  While 
there are many benefits to a needs-based funding formula what these studies have shown is 
that the political decision to adopt such a formula is not an obvious one. 

In Canada all the provinces that have adopted a needs-based funding model in this study have 
done so in conjunction with the regionalization of their health care systems.  This is not to say 
that regionalization requires a needs-based funding model or vice versa.  In the three cases 
where provinces have adopted a needs-based formula it has occurred as part of a basket of 
reform initiatives.  The two provinces which did not adopt a needs-based funding model were 
not at the time under going a systemic level of reform to their health care system.  The five case 
studies are addressed in the chronological order in which needs-based funding was either under 
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Ontario faced a number of problems in attempting to implement a needs-based funding 
approach; timing was important, the economic climate in the province was not conducive to 
such a dramatic reform.  Opposition outside of government was due, in no small part, to the lack 
of locally sensitive planning and community involvement in decision-making. Further barriers 
were also created as a result of opposition from stakeholders with vested interests.  The issue of 
needs-based funding came to the government agenda but the lack of policy entrepreneurs to 
champion a viable policy left the issue to fall to the wayside. Select District Health Council 
members endorsed a move towards needs-
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size of territory, etc.). The resulting funding formula must be structured with the 
understanding that consumers have the right to access health services in the 
region of their choice. Consequently, funding must be transferable to the region 
selected by the consumer (Alberta Health Planning Secretariat. 1993: 18) 

The province created the Health Plan Coordination Project with assistance from the Department 
of Health to make recommendations regarding the form of regionalization to be adopted in the 
province.  The question of what the funding model would look like was left out of the 
recommendations; regional funding would be based on the historical model until a new funding 
model was created.   

The Health Services Funding Advisory Committee was appointed in January 1995 to address the 
question of a funding model.  The report released in June 1996 rejected the status quo on the 
basis that: 

The current health funding methodology in Alberta was developed for 
institutions and agencies in a governance model that no longer exists. It focused 
on health care and placed emphasis on institutional care: rewarding utilization. 
These characteristics are not suited to the objectives of Alberta’s Health 
Restructuring and Reform (Auditor General of Alberta. 1996:5)   

The Report indicates the Committee decided early on in favour of a needs-based funding model 
and that much of the time was spent deciding on the specifics of the formula including looking 
at the experiences of other jurisdictions; especially Saskatchewan and Britain (Alberta. 1996:11).  
Also consultations were made with various stakeholder groups and in particular the rural health 
authorities. 

In creating the formula certain key principles were necessary; the model must be verifiable with 
Alberta data, non-gameable, simple and regionally equitable.  There were four key concepts that 
were important to the needs-based funding formula; first, the formula begins with per capita 
allocations to the RHAs.  Second, the per capita amounts are adjusted to account for levels of 
“need”.  Third, additional adjustments are made to take into account special requirements for 
remote areas.  Finally, the formula requires RHAs to reimburse other regions when their 
residents seek care in those regions.  The needs-based funding formula for each RHA begins with 
calculation of the total population.  Using data from the Alberta Health Care Insurance Plan 
registry adjustments are made based on age, gender, aboriginal and low-income populations.  
Other factors such as mortality, while included in the Saskatchewan model were rejected.  Also 
included in some regional allocations, but outside the needs-based funding model, is additional 
resources for remote populations and the northern most RHAs.  This formula was first 
implemented for the 1997/98 fiscal year including a temporary proviso that RHAs would not see 
a decrease in funding, a “no-loss” provision. 

Following the first year of implementation the Auditor General reviewed the funding formula 
and made a number of recommendations to improve the quality of the data and predictability of 
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recent data  (NLHBA. 2001:3) reflecting the spending by the combined boards. The NLHBA 
recommended the following funding pools for needs-based funding 

• acute inpatient; 
• ambulatory care including both salaried and fee-for-service physicians operating clinics; 
• long-term care; 
• protection, prevention, promoti
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allocation system were unknown.  Quebec has a history of regionalization of health care service 
to varying degrees since the early 1970s.   

In 1994-95 the Regional Health boards were given primary responsibility for the allocation of 
health care resources within their region based on an historical funding model.  This funding 
model failed to take into account qualitative and quantitative evolution of services and 
demographics, nor did it take into account any form of equity in the distribution of resources 
between regions. 

In 2000 the government passed a piece of legislation, which required balanced budgets from the 
health regions and required increased equality in the public health and social services network.  
While the legislation prohibited budget deficits institutions continued run deficits when they felt 
it necessary.  The Bedard committee was created to examine health care budgeting methods 
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Newfoundland and Labrador is also a curious case insofar as it is the government itself that has 
resisted the change in funding model, while the regional authorities have independently 
adopted their own needs-based formulae in determining their budget asks on an annual basis.  
What is not clear from the case-study, though, is the rationale for this resistance on the part of 
the government.  It appears to come down to the unwillingness of the government to submit to 
the kind of technocratic decision-making that needs-based formulae demand – removing to 
some extor-1(e)-6(o)->3 -1(o)-7(f n-1( )]TJ
0 Tc1.217 Tf)-7(t5(r is)-lnTJ
0 s)-lnT1cTing 





Canadian Political Science Review 4(1) March 2010 

 Population Health and Health System Reform (42-61) 59 
 

reducing future acute care costs by improving the health of the population (McIntosh and Ducie. 
Forthcoming).   

By the late 1990s, the crisis in health care was no longer a fiscal one.  Overall, the Canadian 
economy was growing, provincial and federal deficits had been eliminated and governments had 
the capacity to restore social spending.  And in the aftermath of the Romanow and Kirby 
Reports, billions of dollars were pumped back into the provincial health systems with few or 
nominal conditions (McIntosh. 2004).  While this could have facilitated the further advancement 
of the health reform agenda, it ran up against public perceptions that the crisis in health care 
was now one of a crisis in the acute care system.  Wait times, access to advanced technology, 
shortages of physicians, nurses and other health care professionals became the focus of much of 
the health reform initiatives (Torgerson, McIntosh and Wortsman. 2005; McIntosh. 2007).   

The new dollars into the system did not, as some had hoped, “buy change” (Romanow. 
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