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Iam going to focus on the findings of
my upcoming book, Miracle Cure:

How To Solve America’s Health Care Cri-
sis and Why Canada Isn’t the Answer in
which I debunk the myths and explain
the realities of a fully socialized health
c a re system—to be specific, the one that
exists in my former home country,
Canada. As P.J. O’Rourke says, “If you
think health care is expensive now, wait
until it is free.” 

I am probably not the only one here
who can speak from personal experi-
ence. I would not be surprised if some
of you have met or know Canadians
who escape the cold winters and
migrate to the sun of California or
Florida (because you may go to those
places yourself) to receive health care
in the United States. You may also
know doctors who were trained in

Canada but emigrated to the United
States to practice medicine.

T h e re is a reason (other than the
nice weather) that so many Canadians
come to America to receive health
t reatment. It is because their system is
not perf o rming. 

If you have not already seen it, I
u rge you to see the Canadian docu-
m e n t a ry, Barbarian Invasions that just
received an Oscar. It exposes the Cana-
dian health care system in a very poor
light and Americans need to see it.

My message is an important one
because the debate on health care is
now center stage. 

It is one of the major domestic poli-
cy issues on the table in the U.S. and
will continue through the 2004 elec-
tion; and the Canadian-style single-
payer system is often held up by
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politicians, activists, and members of
the media, as a model for Americans to
emulate. 

Of late, we have seen Democratic
p residential candidate John Kerry and
others, including some legislators in
C a l i f o rnia such as state senator Sheila
Kuehl, announce that universal cover-
age and its ultimate successor, single-
p a y e r, are the only viable solutions to
the problems facing the U.S. health-
c a re industry. 

And some of you may know that on
the eve of being recalled as govern o r,
Gray Davis signed SB-2, a “Pay or Play”
health care bill for California. This is a
d i s a s t rous piece of legislation mandat-
ing that employers with fifty or more
employees pay 80 percent of health care
p remiums or pay into a state health care
purchasing pool. This is the type of leg-
islation that other states must avoid.
The estimated cost to employers and
consumers is $7 billion. 

It provides another incentive for
employers to leave California and is a
disincentive for new businesses to
move to the state or to establish or
expand an existing business. It also flies
in the face of the federal ERISA law.
The court has cleared the way for an
initiative to be on the November bal-
lot that we hope will pass so that this
evil legislation will be re p e a l e d .

My health care message today is a
most important one, one that not many
Americans have heard but need to
h e a r. The Canadian single-payer system
o ffers only a false promise for what ails
governments, patients, and doctors. 

Today, after thirty years of govern-
ment intervention, the Canadian sys-

tem suffers from long waiting times for
critical pro c e d u res, lack of access to cur-
rent technology, increasing costs to tax-
payers and patients, and a brain drain of
doctors, who head south for better
working conditions and more money. 

While policy talk and statistics are ,
u n f o rt u n a t e l y, unavoidable, I will focus
on how the health system treats those
i t ’s set up to serve, patients. 

Single-payer System
I would like to briefly explain the

s t ru c t u re of the Canadian system—a
system that I think is useful for Ameri-
cans to conceptualize as a collection of
HMOs run by provinces. Canadian
g o v e rnments maintain complete con-
t rol of health insurance for the hospital
and physician sectors of the health care
system, through interventions re f e rre d
to as “Medicare,” a joint program of
federal and provincial govern m e n t s ,
re f e rred to as a “single-payer system.” 

Unlike in Britain—where the gov-
e rnment actually runs many health
facilities—the majority of hospitals and
d o c t o r’s offices in Canada are nominal-
ly independent of the government. But
the piper’s payer calls the tune, and in
Canada the government is the only
payer the law allows. Govern m e n t s
c o n t rol hospital capital budgets and
decide what technology they can pur-
chase and what services they can off e r.
In fact, Canada is the only We s t e rn
c o u n t ry in which private insurance for
publicly insured pro c e d u res is actually
o u t l a w e d .1 Britain, when they estab-
lished the National Health Service in
1947, allowed private health care to
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run parallel to the government pro-
gram. This is something that politi-
cians in the United Kingdom tod a y
wish had never happened. People in
the U.K. for the last fifteen years have
been moving to private insurance at
i n c reasing rates because of the waiting
times and rationed care under govern-
ment medical care. Canada did not
make that mistake.

T h rough Medicare, the federal gov-
e rnment sets and administers the
national principles and standards for
p rovincial health care. 

In the U.S. context, Canada’s
M e d i c a re is similar to U.S. Medicaid,
the system through which state govern-
ments provide health insurance for
poor Americans. 

Incentives matter and one only
need examine the incentives of the
Canadian system to predict the re s u l t s :
i n e fficient use of re s o u rces and severe
rationing of expensive pro c e d u re s .
Patients consider health care to be free. 

They pay for it for sure. Canadian
doctor and author David Gratzer esti-
mates that the system costs a Canadian
e a rning $35,000 a year $7,350. But
they don’t pay for it when they use it.
The result is an overuse—and ineff i-
cient use—of primary care services. 

Physicians are paid fees for serv i c e
at government-set rates. This incre a s e d
e x p e n d i t u res so many provincial gov-
ernments capped the total amount they
could bill in a year. Doctors who hit
this cap simply take extended holidays,
something that doesn’t do much for
their patients. 

A system in which consumers pay
nothing at point of consumption and

p roducers are left free to decide what to
sell is bound to be one plagued by
i n c reasing expenditures. 

The only way for government to
c o n t rol spending is through global bud-
gets. Remember Hillary care and the
global budgets?

Rationing Care
Hence, doctors’ annual incomes are

capped and, even more important, so
too are the budgets of hospitals. This
results in a severe underinvestment in
high-tech equipment that, in turn ,
results in rationing of care. 

T h e re ’s no denying that Canada
s u ffers from a lack of high-tech equip-
ment, not just compared to the United
States but to all advanced countries. 

In 1999, Canada, for example, had
only 2.5 magnetic resonance imaging
(MRI) units per million people. And
that same year when my mother was
s u ffering from dizzy spells in Va n c o u v e r,
she was told that because of her age she
could never have an MRI and she wait-
ed six months for a CT scan. Mean-
while in San Francisco, my cat got an
MRI on the very day she needed it.

This compares to an average of five
MRIs per million for thirty Org a n i z a-
tion for Economic Co-operation and
Development countries. Canada ranks
twentieth out of thirty OECD coun-
tries in MRIs per capita and twenty-
second in the number of CT scanners
per capita.2

Even the equipment hospitals have
is increasingly obsolete. 

The Canadian Association of Radi-
ologists (CAR) re p o rts that one in two
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diagnostic imaging units—ultrasound,
x - r a y, and CT scan machines—re q u i re s
immediate replacement. 

The association’s CEO, Norm a n d
L a b e rge, estimates that half of the
150,000 Canadians diagnosed each day
with these machines suffer from imag-
ing inadequacies. “Our radiology
equipment is in bad shape,” says
L a b e rge, who pegs the re p l a c e m e n t
cost at $2 billion. 

“ Without immediate action, radiol-
ogists will no longer be able to guaran-
tee the reliability and quality of
examinations.” 

This is an appropriate place to
emphasize an important point about
costs and government spending, two
distinct concepts. 

“The large and growing gap
between the United States and Cana-
da,” wrote Canada’s leading health
economist R.G. Evans and others in
1989 in The New England Journal of
Medicine, “drives home the point that,
for good or ill, the form of funding
adopted by Canada does permit a soci-
ety to control its overall outlays on
health care.” 3

Notice the authors said outlays, not
costs. This is important. 

By limiting spending or outlays,
g o v e rnments have just shifted costs
f rom taxpayers, who pay in monetary
f o rm, to patients, who bear the non-
m o n e t a ry costs in increased pain and
s u ffering, and the monetary costs of
lost wages or traveling to the United
States for prompt treatment. 

Case Histories, Stark
C h o i c e s

The troubles with the Canadian
system can’t be adequately understood ,
even though important, by dry statis-
tics, comparisons of MRIs per million.
It has to be understood in human
t e rms, what this lack of investment,
the socialistic incentives, mean for
people who need treatment. 

In a system that claims to deliver
c o m p rehensive, accessible, and univer-
sal care, many Canadians find they
must wait months and sometimes years
for critical care. Canadians confro n t
few barriers, no out-of pocket expenses,
no insurance verification hurdles, and
no bills—when they make an appoint-
ment with a p r i m a ry c a re doctor. 

But should that doctor diagnose a
serious disease, Canadians, both young
and old, are fast exposed to their sys-
t e m ’s limits. 

R e c e n t l y, I had an op-ed on N a t i o n-
al Review Online entitled, “Canada’s
D rug Mythology.” The email re s p o n s e
was incredible with the bulk being sup-
p o rtive of my view. Let me quote fro m
one of the respondents: “You hit the
nail on the head. As a Canadian, I
could not begin to portray to you how
b roken our health care system is in this
c o u n t ry.” He included a brief, illustra-
tive story. 

Recently moving back to Sault Ste.
Marie, Ontario, where his wife had
g rown up, he decided at thirty-two, it
was time to get a physical exam. When
he called his wife’s doctor’s office, he
was told the waiting list for being
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accepted as a new patient was five
years. Five years just to get an appoint-
ment with a primary care doctor for a
physical! To make matters worse, he
was told if he knew anyone in the med-
ical profession, he should use that con-
tact to “jump the queue,” something he
is still trying to do. 

He went on to say that what disap-
pointed him was that Canadian politi-
cians talk about equal access for all
Canadians while those employed in
health care and politicians use scare
tactics to portray private health care as
evil. Being told to work the system by a
d o c t o r’s office, he was amazed that
Canadians are told that there is no
two-tier system when it is actually the
day-to-day routine. His solution: “I am
going to simply grab my V I S A, drive
a c ross to Michigan and pay for an
exam.” So much for universal “fre e ”
health, he concluded. 

If we get this type of health care ,
what will be our escape valve?

Eighteen-year old Joshua Fleuelling
ran into the limits in January 1999,
when his ambulance was turned back
f rom a To ronto emergency ro o m
because it was so crowded they could
not accept any additional patients. He
was suffering from asthma, and by the
time he reached the doors of the next
closest emergency room, he was brain
dead from lack of oxygen.4

F i f t y - t h ree-year old Jan A. Nor-
w o od confronted the limits in the fall
of 2000, when her doctor determ i n e d
she needed her left hip replaced. 

She didn’t cost the government any
money for sixteen months, because she
languished on a waiting list of more

than 150 people in need of similar
s u rg e ry. But the wait cost her dearly,
e m o t i o n a l l y, physically, and financially.
“My life and that of my family, is
s e v e rely impacted by my pain,” Nor-
w o od wrote to a newspaper columnist.
“I sleep less, am tired all the time and
my income (as a consultant) is signifi-
cantly reduced. My client base is erod-
ing. My costs are increasing and my
d rugs are expensive. The pain is unre-
lenting,” continued Norw o od, “it saps
my energy and ruins my life.”5

The tradeoff between govern m e n t
outlays and human costs are well illus-
trated by the case of Ottawa nurse Tr i s h
B e s n e r. In 2001, the thirty-one-year old
mother started experiencing fainting
spells and was told in October 2000
that she needed an MRI to diagnose her
condition. “The doctors keep mention-
ing MS to me,” Besner told The Ottawa
C i t i z e n . “ T h e re is only one MRI for
555,000 residents, and more than 7,000
were already lined up for care.” 

So while the government saved on
the $3.5 million price tag of an MRI
machine, and the $2 million a year it
takes to keep it running, Besner and
her family bore many costs. All her
doctor was able to do was offer a raft of
d rugs, one pill for her anxiety, another
for her sleeping problems, and yet
another for her seizures. They didn’t
work, which left her unable to care for
her tod d l e r. Her mother took an
unpaid leave from her job to take care
of her family. “She’s lost weight. She’s
thin and drawn,” re p o rted her mother.
“But we have no information as to
what is wrong with Trish.” 
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Tom Holland, director of diagnostic
imaging for the Ottawa Hospital and
t h e re f o re the man who grants access to
the MRI Besner needs, can only off e r
his sympathies. “Unfort u n a t e l y, we
hear these stories all the time,” says
Holland. “There ’s a tre m e n d o u s
amount of anxiety for the patients and
a tremendous amount of anxiety for
those who are working here as well.
E v e ry b ody associated with this opera-
tion deals with this on a daily basis.”6

Norwood and Besner’s cases are rou-
tine. Patients in such straits face stark
choices. Many, like Canadian Sen.
E d w a rd M. Lawson, run for the bord e r
and pay for prompt care in the United
States. Lawson experienced chest pains
in August 2001 and his doctor told him
he’d have to wait a month for an angio-
plasty, the recommended treatment. 

No thanks, he said, as he headed to
Seattle to purchase prompt care .7

When lines get too bad, the pro v i n c e s
may actually fund the ticket and tre a t-
ment in the United States. Ontario, for
example, sent just under 1,800 cancer
patients south for care. 

The Va n c o u v e r-based Fraser Insti-
tute has long been tracking waiting
times in Canada through its annual
s u rveys of doctors. Between 1993 and
2002–03, the median waiting time
f rom re f e rral by a general practitioner
to treatment increased from nine weeks
in 1993 to 17.7 weeks in 2002–03. 

This is a doubling in ten years.
Waiting times increased across all spe-
cialties. For cancer patients, the wait-
ing time for medical oncology more
than doubled from 2.5 weeks to 6.1
weeks, and the waiting time for radia-

tion oncology increased from five
weeks to 8.1 weeks.8 The govern m e n t
of Alberta now has a website where cit-
izens can log on to find out the waiting
time for a particular specialty.

Doctors Without Bord e r s
T h e re is also the issue of many

Canadian doctors that live close to the
b o rder emigrating to the United States.
In recent years, the supply of family
doctors in Canada has increased at a
rate lower than population growth. 

And, there are signs that the brain
drain of specialists to the U.S. is
becoming a serious problem. 

T h e re was a net migration of fort y -
nine neuro s u rgeons from Canada
between 1996 and 2002, according to
the Canadian Institute for Health
I n f o rmation, a significant loss consid-
ering that there are only 241 neuro s u r-
geons in the whole country of 31
m i l l i o n .

Drs. Siva Sriharan and Srinivas
C h a k r a v a rthi are pondering following
others who have left. 

They are neuro s u rgeons in the car-
p roducing town of Wi n d s o r, Ontario,
which is right across the river fro m
D e t roit. Now they can get all the ham-
b u rgers, ribs, and potato skins that they
can eat for the rest of their lives fro m
C a s e y ’s Bar and Grill. For the next
y e a r, they can also get their hair cut
f ree at a Touch of Class and lease a
Pontiac Grand Am without charg e
f rom a dealer. They have been off e re d
f ree house repairs and landscaping. All
the two doctors have to do is remain in
Wi n d s o r. 
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Residents started offering gifts when
the rumor surfaced at Hotel-Dieu Hos-
pital a few weeks ago that the two neu-
ro s u rgeons—of the four serving the
c i t y — w e re thinking about moving
their practice to the United States

Why are they considering moving
to the United States? Because the two
s u rgeons are sharply critical of Cana-
d a ’s health care system, which is driven
by government-financed insurance for
all but increasingly rations serv i c e
because of various technological and
personnel shortages. 

Both said they are also fed up with
the two-tier system in which those
with connections move to the head of
the line for surg e ry. Are they tempted
by the generous offers? They say while
they are touched and embarrassed, they
do not see how they can continue to
practice in Canada. This is a gro w i n g
p roblem in Canada and there is no end
in sight.

And It’s Not Even Cheap
Those who advocate a single-payer

system for the United States need to
acknowledge an important fact and
answer a critical question. First, for all
its rationing, the Canadian system is
not inexpensive. In fact, it’s the third
most expensive health system in the
world, after the U.S. and Switzerland.
The question they must answer is
would Americans tolerate the waiting
times and limits on care that a single-
payer system would impose?

These, in fact, are the questions
that Canadians are asking themselves.

Canadians are of two minds when it
comes to their health system. They
a d m i re and cherish it as a collective
accomplishment, a system that does
not charge a ticket price at the point of
admission to a hospital or doctor’s
o ffice. 

Yet, they are frustrated by the
rationing and queuing that this accom-
plishment produces. This contradiction
p roduces a stream of high-profile stud-
ies, and commissions to study ways to
i m p rove the system without ever
changing it. They all come to a similar
conclusion, that the system needs more
money. The government commissioned
a Royal Commission to investigate the
p roblems with the Canadian health
c a re system. After spending $15 mil-
lion, the Romanow Report was re l e a s e d
saying that the problems could all be
solved with more money. The taxpayers
a re already taxed to death and the
politicians know that they cannot
increase the tax burden for the citizens.
After spending all that money, the
i n t e resting point was that the commis-
sion said in the beginning, that they
would not be considering any proposals
to privatize any aspect of the Canadian
system. The whole study was a furt h e r
waste of taxpayer dollars and without
any improvement in the problems with
the Canadian health care system.

My focus on the problems with the
Canadian system—and my adamant
opposition to its replication in the
United States—should not be taken as
an endorsement of the status quo in
U.S. health care. 
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Options for the United
S t a t e s

Although America’s multi-payer
system has many strengths, universal
coverage isn’t among them. In the
United States, health insurance—
which, if like other types of insurance,
would cover catastrophic losses and
t h e re f o re be used sparingly—has
evolved into pre-paid medicine off e re d
as a form of employee compensation.
In this sense, the first dollar coverage
o ff e red by HMOs resembles the same
incentive stru c t u re faced by Canadi-
ans. The low out-of-pocket expendi-
t u re at the point of consumption
encourages demand that must be con-
tained with restrictions. 

The incentives of pre-paid medi-
cine also increase the price of insur-
ance, which, as we know, leads to fewer
people purchasing it, either for their
employees or for themselves individu-
a l l y. This feeds the major problem fac-
ing U.S. health care—the appro x i m a t e
44 million Americans, most of them
working, who lack health insurance.

The challenge we face is addre s s i n g
this problem without destroying the
dynamic nature of U.S. health care by
moving down the path to more cen-
tralized government control. 

P resident Bush gave us hope, during
his 2004 State of the Union Addre s s ,
that we will not follow Canada’s lead. 

The American system of medicine is
a model of skill and innovation,” he
a rgued, “with a pace of discovery that
is adding good years to our lives. Ye t
for many people, medical care costs
too much – and many have no cover-
age at all. These problems will not be

solved with a nationalized health care
system that dictates coverage and
rations care. 

Instead, we must work toward a
system in which all Americans have a
g o od insurance policy … choose their
own doctors … and seniors and low-
income Americans receive the help
they need. Instead of bureaucrats, and
trial lawyers, and HMOs, we must put
doctors, and nurses, and patients back
in charge of American medicine.

What the United States needs, and
what Canada needs for that matter, is
m o re health care freedom, fre e d o m
that provides the proper incentives to
patients, doctors, and hospitals. 

S p e c i f i c a l l y, both countries need
versions of Health Savings Accounts,
a p p roved in the new U.S. Medicare
bill passed in December, private insur-
ance arrangements that combine a per-
sonal spending account with
c a t a s t rophic health insurance. In
Canada, this would allow for competi-
tion with the government system, and
give patients control of their health
c a re choices. 

In the United States, it would do
much to cut out the HMO and insur-
ance company middlemen in most
health care transactions. 

Health insurance should not be tied
to employment. This came about as a
g o v e rnment concession to employers
after WWII, when wage and price con-
t rols were in effect. This made sense at
that time, given the tax incentive and
the fact that people tended to work for
one company their entire lives. In
t od a y ’s dynamic job market and chang-
ing family stru c t u res, it no longer
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makes sense. This system ties people to
their employer and limits their choices
of health care. 

The key to excellence in any
endeavor or field is competition—com-
petition among models and providers. 

In the United States new ways of
p roviding, and paying for care, are
being tested all the time. Employer-
based insurance—which won’t be
going away anytime soon—defined
contribution plans—which limit the
employer expenditure and pro v i d e
employees with incentives to purc h a s e
c a re wisely—are emerging, as are
Health Reimbursement Accounts
(HRAs). 

PPOs (Pre f e rred Provider Org a n i z a-
tion), HMOs, HRAs (Health Risk
Assessment), HSAs (Health Savings
Account), fee-for- s e rvice plans should
all be allowed to coexist in a competi-
tive market. Consumers should be able
to decide what arrangement best suits
their needs. 

By opening up the market to com-
petition, reducing government man-
dates, and changing the tax tre a t m e n t ,
we would also see a major reduction in
the uninsured population in this coun-
t ry. After all, federal govern m e n t
employees have choice under the
FEHBP (Federal Employee Health
Benefits Plan). We should all have that
c h o i c e .

A Call to Arm s
I shall close with a short story. Last

August, I attended the initiation—the
so-called White Coat cere m o n y — f o r
Columbia University’s entering med-
ical class of 2006. My best friend’s son

(also Canadian) was among those
being admitted. The keynote addre s s
was delivered by Dr. Ben Carson, a
noted pediatric neuro s u rgeon at Johns
Hopkins University. 

D r. Carson has developed several of
the latest techniques that are used in
brain surg e ry tod a y. Thirteen years ago,
he perf o rmed the first separation of
conjoined twins in Zambia in what
t u rned out to be a twenty-eight-hour
operation. 

The interesting part of the story is
that Dr. Carson spent his early life in
D e t roit and Boston living with his
mother and brother in abject povert y.
In the third grade, the class named him
“dummy” because of his low achieve-
ment levels. However, by the fifth
grade, young Ben Carson was the top
student in his school and he never
looked back.

He fulfilled a lifelong dream of
becoming a doctor. As a neuro s u rg e o n
at Johns Hopkins, he has treated kings,
queens, princes, and executives fro m
all over the world. People still re g a rd
America as the place to come when
they need the best and the latest in
medical technology and treatment. 

He said that re g a rdless of the
amount of money, cars, castles, or
homes these people had, nothing was
m o re important to them than re s t o r i n g
their health. We must fight to re t a i n
our position of having the best medical
t reatment in the world.

D r. Carson concluded his emotional
remarks with a call to arms for Colum-
b i a ’s medical class of 2006. He pointed
out that his generation had been apa-
thetic in fighting the changes that
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have been slowly destroying health
c a re in America. 

He said, “You are the generation of
doctors that must stand up and fight”
for restoring the doctor/patient re l a-
tionship, for halting and reversing the
g o v e rnment takeover of medical care ,
for slowing down the consolidation of
e v e ryone into HMOs, and for the
re f o rm of medical malpractice law. 

“If you are not pre p a red to engage
in this battle,” he said, “you may as
well consider a career in a field other
than medicine. You are the future and
you are the individuals who can save
health care in America—the country
that has had the best medical care sys-
tem in the world.” Let’s not lose this
battle to a single-payer health care sys-
tem such as exists in Canada. Tod a y,
Canada has the best health care that
the 1970s can provide. 

[Endnotes follow the questions and
a n s w e r s . ]

Following her speech, Sally Pipes took
questions from her American Experi-
ment audience.

Bill We n m a r k : I wonder if you can
comment on what is going on here at
the Minnesota Legislature with our
Republicans, who are going to mandate
that the commissioner of health get
involved in what they call best prac-
tices, or regulating how the doctor will
practice in particular disease areas, and,
at the same time, if they agree to those
guidelines that will be established by
the commissioner that they will get
relief from malpractice. We don’t know

who is going to provide that, but we
think the state will provide that. I
wonder if we are n ’t heading down the
road of Canada by giving over that
c o n t rol of the practice of medicine to
the commissioner.

Sally Pipes: I would definitely say
yes. There are several states that are
considering best practices, and it re a l l y
is putting the government, as another
f o rm of a middleman, in control and
taking the decision-making away fro m
doctors. And that, you know, that is
just moving down a slippery slope and
is not opening up the market to more
competition. So, I think it’s bad for
Minnesotans and I think it’s bad for
those other states that are looking at
this kind of legislation right now, too.
I t ’s not a good sign.

Twila Brase: I’m from Citizens
Council on Health Care and I want to
re a ff i rm what Bill is saying. Because it’s
actually not just coming from the
Republicans, it’s coming from the DFL,
as well. Our organization has a citizens’
petition to help prevent that from hap-
pening. And I think that you’re right.
Do you see that at all in Canada, that
they tell doctors how to practice and
then re w a rd them for practicing? Or is
that just something now that’s coming
to the diff e rent states like it is coming
to here in Minnesota?

Sally Pipes: I would say it’s just
coming here in the U.S. In Canada,
the real issue is that the primary care
doctor is the person that determ i n e s
w h o ’s going to see who and at what
time. That’s why there are so few spe-
cialists and the specialists have these
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global budgets that people have to go
on the waiting list. It’s just another
f o rm of control. But this best practices
is another form of government contro l
of health care. In Canada, as I men-
tioned, the Romanow Commission
re p o rt was set up because there was
such an outcry. When people in the
media become concerned about wait-
ing lists, when people in their family
cannot get good care, that’s when you
saw the start of a huge backlash against
the Canadian health care system. And
y o u ’ re seeing it growing more and
m o re. And, yet, the government is not
p re p a red to open up the Canadian sys-
tem. Just like in public education, they
say we need to add more dollars. We l l ,
we’ve seen, in Washington, D.C.,
w h e re we pay $10,000 per child and
the scores are still going down. Yo u
k n o w, it’s not about more money. It’s
about opening up and letting people
have more access to what they need.

Ken Richard: I’m a small business
owner and I sit on the Small Business
Policy Committee for the state Cham-
ber of Commerce. I have testified at the
L e g i s l a t u re on small business health
c a re issues for a number of years. I
wanted to remind every b ody in the
room that 56 percent of all employees
in this state are employed by small busi-
nesses. So, small business is the biggest
business in the state of Minnesota. 

Sally Pipes: And actually all over
A m e r i c a .

R i c h a rd: We have 88 percent of
our health care with three major carr i-
ers here, and thirty-nine diff e rent man-

dates that help prevent us from having
competition. We need the competi-
tion. 

Sally Pipes: A b s o l u t e l y. I complete-
ly agree. Because out of the 44 million
u n i n s u red in this country, 35 million
a re adults and 8.5 million are childre n .
And the Urban Institute, which is not
known to be in my camp, they said that
one-half of the 8.5 million children are
eligible for SCHIP—the State Chil-
d re n ’s Health Insurance Pro g r a m — b u t
they refuse to sign up. And of the 35
million uninsured adults, one in four is
under twenty-four years of age; half are
under thirty-five. They say that health
c a re insurance is a bad deal because it’s
too expensive and they’re healthy, so
they decide not to buy it. And of the
u n i n s u red, one in three lives in house-
holds with an income greater than
$50,000, and one in seven with an
income over $75,000. So, those are
i m p o rtant things to remember when
we think about, you know, what is the
makeup of the 44 million uninsure d ?
Because if you follow the media, you
think that the 44 million uninsured are
people who are born today but when
they get on Medicare at 65, that’s when
they get health care, and it’s just not
the case. Small business is very excited
by HSAs, and the bulk of the purc h a s-
ing of HSA accounts has not been in
young people, it’s been in the age gro u p
f o rty to fifty. I think that’s very telling.

Janet Nilson: This is on the other
side of the coin. I agree with a lot of
what you’re saying, but what happens
to the individual who has insurance
with Company A and develops a
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c h ronic or long-term disease and can-
not move, transfer coverage, etc. How
would you recommend that a situation
like that be handled?

Sally Pipes: T h a t ’s why I think that
health savings accounts are such a
g reat idea. You have your health sav-
ings account and you put money in,
which is tax-deductible, the pre m i u m ,
and it’s also portable. You start building
up money in your account. And then if
you have a catastrophic problem, then
your long-term catastrophic pro v i d e r
covers that insurance. And I think that
is the answer to the problem in this
c o u n t ry. It will really give people long-
t e rm coverage, and HSAs are a gre a t
w a y. Medical savings accounts were a
g o od idea, but they were not port a b l e
and what you had left over was taxable.
So this is a much improved part of the
M e d i c a re bill, of which I wasn’t in sup-
p o rt of except for the HSA aspect of it.
Because we’ve already seen it go from a
$400 billion mandate—actually over
eight years, not ten, because it starts in
2006—to the administration saying
now it’s about a $534 billion pro g r a m .
And have we ever seen a govern m e n t
p rogram when they do the estimate
c o rrectly? Look at what the Medicare
p rogram was supposed to cost and what
it has cost. So, it’s going to be a huge
b u rden on young people, because we’re
not replacing ourselves in terms of
renewing the population. When
t od a y ’s young people are in the work-
f o rce, they’re going to be paying huge
bills for people like me, and this
M e d i c a re bill is the greatest entitle-
ment since the Great Society and Ly n-
don Johnson.

D r. Richard Frey: S a l l y, I com-
mend you on your remarks. And I
think particularly where you were
pointing out that there is some light at
the end of the tunnel with the defined
contribution plans. I think, however,
the real problem that our system has is
M e d i c a re. As Medicare goes, so goes
the nation. I believe, as you do, that we
have to bring the consumer back into
the equation. We’ve got 43 million in
M e d i c a re now, we’re going to add 70
million probably in a couple of
decades. And we have essentially been
taking those patients out of the equa-
tion. There ’s no consumerism. I firm l y
believe that unless we get some funda-
mental structural changes in
M e d i c a re—bringing the consumer in
with financial consequences for deci-
sions—that we are doomed and we’re
going to have a national health serv i c e .

Sally Pipes: A b s o l u t e l y, and I
a g ree. There ’s been a lot of criticism
about docs who are no longer seeing
M e d i c a re patients. When you look at
the numbers, a lot of docs are losing
about $30 per patient on Medicare
patients. So, they’re saying, “I’m not
going to do this anymore.” 

With a third - p a rty payer system,
y o u ’ re seeing some docs, whether
t h e y ’ re with Aetna, Blue Cross, Blue
Shield, Principal, starting to lose a dol-
lar or two per patient. This really has a
major impact. And so you get politi-
cians like Ted Kennedy, who’s been
pushing the Canadian health care sys-
tem since 1971—although he hasn’t
been quite as ebullient about it re c e n t-
ly because he has seen a lot of the sto-
ries about waiting for care. When Paul

Sally C. Pipes



AMERICAN EXPERIMENT QUARTERLY 8 7 SUMMER-FALL 2004

Tsongas was running for the Democra-
tic presidential nomination, he actual-
ly did say that if he had been living in
Canada, he wouldn’t have been alive
to be running because he wouldn’t
have had access to the type of cancer
t reatment that he had access to. 

Jim Van Houten: I used to run a
g roup of insurance companies that had
about 15 percent of the small-gro u p
business in Minnesota. I took them out
in the early 1990s, when national
health care and the regulations in Min-
nesota made it unprofitable in the
s m a l l - g roup business. But back then,
one of the arguments being made was
that one of the costs that would be
eliminated by a more broad govern-
ment program was the cost of litigation,
basically medical malpractice, that peo-
ple would be willing to pass laws that
restrict that if it was a government pro-
gram. They would not be willing to
restrict that if the companies involved
w e re for profit. You have experience
with other nationalized systems. Do you
have any comment on that?

Sally Pipes: One of the good things
about the Canadian system is that it’s
far less litigious than the American sys-
tem. With California and all the terr i-
ble things that go on in California, we
w e re almost ready to slip into the
Pacific Ocean, but we’re not quite
t h e re yet. California actually has one of
the better malpractice insurance laws.
T h a t ’s not the case in all states. I know
several docs in Nevada who have
stopped practicing medicine because
they said they’re having to pay so much
in malpractice insurance. In Canada,

the malpractice limit is very low; I
think it was $2 million re c e n t l y. And
Canadians are far less litigious than
Americans, so I think one of the big
issues is the need for tort re f o rm in this
c o u n t ry. We really need re f o rm of mal-
practice, because it’s stifling a lot of
g o od people. If you’re a young person,
y o u ’ re very smart, you might think of
going into medicine or into law or into
business. A lot of young people are say-
ing they’re going to go into law because
t h e re ’s a lot of money in malpractice,
and they’re not going to go into medi-
cine because it’s just getting more and
m o re controlled and, there f o re, they
a re n ’t going to have the freedom to
practice the kind of medicine they
would be trained for.

Michelle Rifenberg: I have a ques-
tion about re i m p o rtation, which is a
big issue here in Minnesota. It seems to
me the real impetus behind re i m p o rt a-
tion legislation is not so much to have
Americans buy their drugs from Cana-
da, but to put some pre s s u re on phar-
maceutical companies. There seems to
be a distortion in the market with how
the pharmaceutical companies do busi-
ness and, as Americans, we are subsi-
dizing the international socialized
medicine. So, what can we do to, if we
do re i m p o rtation, what do we do to
bring back a real legitimate market for
us for consumers in America on pre-
scription dru g s ?

Sally Pipes: T h e re are several issues
in importation. One is safety, one is
price controls and their impact on
re s e a rch and development and innova-
tion, and the third issue is intellectual
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p ro p e rty rights and patent pro t e c t i o n .
If you look at the Canadian phar-

maceutical industry, it’s $8 billion. If
Illinois and the state of Californ i a
decide to re i m p o rt drugs from Cana-
d a —rei m p o rted drugs are drugs manu-
f a c t u red in the United States, import e d
to Canada, and then sent back into the
U . S . I m p o rted d rugs are manufacture d
in India or China, sent to Canada, and
a re imported into the United States.
T h a t ’s where we’ve seen a lot of pro b-
lems with safety. But California, with a
$5 billion state pharmaceutical pro-
gram, and Illinois at about $2.5 billion,
that would take up all the Canadian
d rug market. Now, if you were an Inter-
net pharmacist and you were selling
d rugs, you’d probably want to sell into
the U.S. at slightly higher marg i n a l
costs, so you could make a profit, but
lower than the Canadian price. So, the
head of the Canadian Intern a t i o n a l
P h a rmacy Association, the group that
runs the Internet pharmacies, has said
t h e re ’s no way that we’re going to allow
all of our drugs to be exported to the
United States to solve budget crises in
various states. The real issue is about
price controls. We’ve got price contro l s
in the VA market, we’ve got price con-
t rols in the Medicare market, and it
costs about $800 million to bring a new
d rug to market. There are many dru g s
that fail. The R & D costs are expen-
sive. The industry itself spends about
$30 billion a year on R & D. What this
really is about price controls, because
Americans want to have their drugs at
a cheaper price. The only way they can
be cheaper is if we have a price contro l
p rogram like Canada has, under the

Patented Medicines Prices Review
B o a rd. They determine the consumer
price of drugs in Canada. Then the
Therapeutic Practices Dire c t o r a t e ,
which is their version of the FDA,
d e t e rmines whether the drug is actual-
ly going to be available in Canada and
it takes, on average, thirty-nine days
longer than the FDA to approve a dru g
in Canada, after it’s already been FDA-
a p p roved. So, one thing we need to do
is re f o rm the FDA to shorten the
p rocess that it takes to bring drugs to
market. That will reduce the price. 

S o m e b ody has to pay for the R & D.
If we get rid of price controls in Cana-
da and Europe, the price of the drugs in
those countries will rise. And if we
re f o rm the FDA, we’re going to see a
slightly reduced price in our drugs. We
will continue to be innovators in pro-
viding the best drugs in the world.
We’ve got to get rid of price contro l s
and I think we will see a bit of leveling
in the playing field. The great drugs are
developed here—we have 37 perc e n t
of the world market— and we have to
keep it that way. 
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