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About the IHE 
The Institute of Health Economics (IHE) is a not-for-profit organization committed to producing, gathering, and 
disseminating health research findings relating to health economics, health policy, health technology assessment and 
comparative effectiveness. This work supports and informs efforts to improve public health and develop sustainable 
health systems. Founded in 1995, the IHE provides services for a range of health-sector stakeholders, and is governed 
by a Board that includes representatives from government, academia, health-service delivery, and industry 
organisations: 
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Professor and CIHR/GSK Chair in Virology, University of Alberta   
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Deputy Minister, Alberta Health and Wellness 
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Deputy Minister, Advanced Education and Technology  
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Ms. Alison Tonge 
Executive Vice-President, Strategy & Performance, Alberta Health Services 
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Interim Dean, Faculty of Medicine and Dentistry, University of Alberta 

Dr. Renée Elio 
Associate Vice-President Research, University of Alberta   

Dr. Tom Feasby 
Dean, Faculty of Medicine, University of Calgary 

Dr. Christopher (Chip) Doig 
Professor and Head, Community Health Sciences, University of Calgary   

Dr. James Kehrer 
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Chair, Department of Economics, University of Alberta  
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Vice President & Medical Director, Pfizer Canada Inc.  
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Vice President Public Affairs and Reimbursement, GlaxoSmithKline Inc.   
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Vice President, Global Government Affairs & Public Policy, AstraZeneca   
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Preface 
The Institute of Health Economics (IHE) Innovation Forum series reflects one of the key goals of the Institute to 
promote open debate and dialogue on important issues in the health care system among academia, government, 
health service executives and industry. The Institute believes that the significant challenges facing the health system 
will only be addressed if all partners work together to support ongoing health system innovation.  

The first Innovation Forum held in December 2008 looked at the issue of Paying for What Works, and examined 
established approaches and those under development to compare different technologies, programs and systems of 
care. 

The second Innovation Forum II, Making Difficult Decisions, was held on May 25th, 2009 in Edmonton, Alberta, 
Canada. Provincial, national and international senior healthcare, industry, and government decision-makers 
participated in this event. 

The complete speaker presentations can be found on the IHE website at http://www.ihe.ca/research/innovation-
forums/--making-difficult-decisions/.   

 

 

 
 

http://www.ihe.ca/research/innovation-forums/--making-difficult-decisions/�
http://www.ihe.ca/research/innovation-forums/--making-difficult-decisions/�


 

 4 

M
AK

IN
G

 D
IF

FI
CU

LT
 D

EC
IS

IO
N

S 
| 

5/
25

/2
00

9 
 

Table of Contents 

 
ABOUT THE IHE .............................................................................................................. 1 
PREFACE ....................................................................................................................... 3 
TABLE OF CONTENTS ........................................................................................................ 4 
INTRODUCTORY REMARKS .................................................................................................. 5 
SPEAKERS/KEYNOTE PRESENTATIONS..................................................................................... 7 

GENERATING EVIDENCE TO INFORM DIFFICULT DECISIONS: BUILDING CAPACITY 
THROUGH INVESTMENT AND PARTNERSHIP ........................................................................... 7 
MAKING DECISIONS AND MAKING THEM STICK: BUILDING SYSTEMS FOR ROBUST, 
TRANSPARENT AND DEFENSIBLE EVIDENCE-INFORMED DECISIONS............................................... 10 
QUESTION AND ANSWER SESSION ..................................................................................... 13 
PRODUCING AND INCORPORATING INNOVATION ................................................................... 14 
ALBERTA HEALTH SERVICES STEP-WISE APPROACH TO IMPROVING ALLOCATIVE 
EFFICIENCY IN HEALTH CARE ........................................................................................... 17 
PANEL AND AUDIENCE DISCUSSION ................................................................................... 21 

APPENDIX I – PROGRAM .................................................................................................... 26 
 

  

 



 

 
 

5 

 

MAKING DIFFICULT DECISIONS 
      

Introductory Remarks 
Lorne Tyrrell, Chair, Institute of Health Economics 

Making difficult decisions is a subject that preoccupies the Institute of 
Health Economics and probably all of us here today – the need to make 
choices with the notion that all resources are scarce. 

If resources were unlimited we would not have to make choices, but we 
do.  

There are so many compelling needs: 

• There is the need for more human resources in health care;  

• The need to invest in new technology; 

• The need to utilize existing capabilities more effectively to identify practices with marginal or perhaps no 
effect on patient health or quality of life; and, 

• The need to invest in research that may enlighten the etiology of many of our diseases. 

Disease prevention at times requires a difficult balance between the resources needed and what we can afford. It is my 
view that we are in one of these difficult times right now in Alberta.  

The United Kingdom has experience in the area of making difficult decisions and so has Australia. We are lucky to 
have with us today the new CEO of Alberta Health Services, Dr. Stephen Duckett who is from Australia. He will 
speak to us today on some of the challenges he sees for Alberta. We will also hear an industry perspective from one of 
IHE’s Board members, Gregg Szabo, and later from Fred Horne, Chair of the Standing Policy Committee on Health, 
with the Government of Alberta. 

The least difficult choice about resource allocation in the short term is simply to put 
the brakes on and ration the flow of resources. However, in the long term 
affordability and dependability of the health system will depend much more on 
innovation - technological, organizational, and managerial as well as from 
breakthroughs in research.  

Fred Horne, MLA, Chair, Government of Alberta Standing Committee on 
Health 

I have always been a sound believer that public health care exists upon societal 
health outcomes. I would choose to apply a very broad definition to that. We 
don’t get much opportunity to talk about the social determinants of health. 
Within government I fear we are prone to allow the boundaries between 
portfolios to become artificial barriers to achieving measurable, definable, 



 

 6 

M
AK

IN
G

 D
IF

FI
CU

LT
 D

EC
IS

IO
N

S 
| 

5/
25

/2
00

9 
 

important outcomes through the public health care system. I think that’s one of the reasons this kind of discussion 
today along with a sustained effort at this sort of discussion at this time in Alberta’s health care system is extremely 
important.  

If I could ask one thing of you today it would be to ask you to do the best you can within your workplace, and among 
your colleagues and friends, to help engender a provincial discussion on outcomes needed. In government, we are 
trying to focus more on that and leaving the service delivery system to achieve those outcomes with experts like Dr. 
Stephen Duckett, and so many of you that are working on behalf of the health system. 

We are facing some very challenging economic times in Alberta. There has been a lot of discussion in Alberta about 
the sustainability of public health care. Sustainability is dependent on the health status of our population as well as on 
financial resources. 

In the last benchmarking activity of the Conference Board of Canada, Canada placed 13th out of 24 OECD countries 
in terms of overall performance. When we came to indicators like health outcomes and status we were 14th and 15th. 

On the financial side, we currently spend approximately 40 percent of the province’s operating budget on health 
care. I am sure Sir Michael and Dr. Henshall will attest that is not uncommon. That doesn’t mean that we are 
spending too much money, but at some point any additional dollar that we spend on health care becomes an 
opportunity lost for other areas important in public policy such as education, advanced education and technology, and 
many others. That is a question we are grappling with and need to address. 

Stephen Duckett, President and CEO, Alberta Health Services  

The subject of today’s discussion is not a strange one for someone from 
Australia where we have used economic evaluation for the introduction of 
new drugs for 20 years. We are now following NICE’s lead by introducing 
economic evaluation for preventive interventions. 

This forum is also important to us today at Alberta Health Services as part of 
our strategic plan is being fit for the future.  

Health systems throughout the developed world face increasing costs and 
demands. The old operating models can’t be sustained. Change isn’t just 
desired, it’s required. And to be effective and sustainable it must address 
several challenges simultaneously. We know that the old facility-focused 
acute care model no long meets the needs of a system dealing for a more 

significant proportion with chronic disease. Outdated, silo-based primary care 
models do not provide the integrated continuum of care that actually keeps people healthy.  

We can’t improve access to acute care without improving seniors care. We can’t meet the needs of rural 
communities without taking a hard look at our delivery models and enhancing our use of technology. 

Change is hard but it is not optional. We here in Alberta can seize the opportunity of the newly created province-
wide health authority to enact change that is real and that is sustainable to propel us toward achieving the three 
necessary goals of a health system: access, quality, and sustainability.  

Over the past decade, the former health authorities in the province routinely exceeded their annual budgets. Health 
spending routinely exceeded a rate that equalled total government expenditure and total revenue growth. No more. 
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AHS is committed to operating within its budget. The Board is committed to this goal and for better or worse. I have 
committed to it and have accepted it as a measure of my job performance and bonus. There are difficult decisions to 
be made. We better make sure we are making them based on best available information.  

We value the connections made through the IHE to agencies nationally and internationally that will help us source the 
evidence we need for sound decision making.  

One consistent finding in research on effective bench to bedside knowledge transfer is the importance of creating 
structure around the relationships between the research community and front line care. We are incredibly fortunate 
in Alberta to have the vibrant research community that exists here, the legacy that exists between that community 
and the health services staff that were built within the former regional health authorities, and a new organizational 
structure built on that relationship. Our new strategic direction articulates our commitment to build on these 
relationships effectively.  

There may be difficult decisions to be made but there is also incredible opportunity to make the kinds of decisions 
that will build the health care system that we want to leave to the next generation. You play an important role in that 
process here today.  

Speakers/Keynote Presentations 

Generating Evidence to Inform Difficult  Decisions: Building Capacity through 
Investment and Partnership  
Chris Henshall, Pro-Vice Chancellor, York University, United Kingdom 

It is useful when thinking about how to make decisions on coverage of 
interventions in health care to think of four steps:  

• Generation and the mobilization of information in a form that is 
going to be of use to the decision maker. That is partly about 
collecting raw information (What are the outcomes of particular 
treatments? What does it cost?), and getting the information into 
a form that it is actually going to mean something to the decision 
maker. 

• Making the decision – Taking the information, appraising it, and 
evaluating it against criteria and relevant comparisons of 
thresholds, and using a good dose of common sense, political 
reality, and public understanding to reach a decision that will be robust and defensible. 

• If the decision is a direction, that it is implemented. If it’s guidance, that it is actually disseminated. 

• Monitoring and evaluating what has happened. 

The information you need should be moderated by the information needed by decision makers. If information and 
analysis is going to support difficult decisions that can withstand challenge, then the generation and analysis of that 
information has to follow the highest quality standards. It must follow best practice and be of international quality. It 
must be transparent and freely available, and be independent of all parties that have an interest in the outcome of the 
decision. That’s not only industry or manufacturers, but those who manage public budgets and people with interest 
from particular patient or clinical groups. The decision must have the input of all stakeholders and the analysis must 
be seen to be independent. 



 

 8 

M
AK

IN
G

 D
IF

FI
CU

LT
 D

EC
IS

IO
N

S 
| 

5/
25

/2
00

9 
 

Systems to deliver high quality information analysis are not created over night. In the case of the UK, these systems 
developed over many decades.  

The National Health Service started in 1947. In the 1980s, the application of explicit decision analysis in health care 
with economic techniques were brought into various NHS decisions, particularly high profile, high cost issues facing 
different levels of the system (the Department of Health, regional health authorities and district health authorities). 

The 1990s saw the purchaser-provider split which lead to a new culture of decision making and a new environment in 
which purchasers of health care (the health authorities) were expected to prioritize their expenditures to drive 
efficiency to maximize health gain. 

In 1999, the National Institute of Clinical Excellence launched and has issued guidance on a particular number of 
interventions and conditions (but by no means all of the problems) facing decision makers. The Department of 
Health, purchasers, and providers are still responsible for quite a number of decisions in areas that NICE has not yet 
reached.  

We have a good analytic base in the UK which was expanded with NICE. There were three decades of decision 
making that got us to this stage. 

In the 1980s, the Department of Health provided long term funding to a number of key groups involved in 
developing the health system. This core funding has continued with rigorous quality control. Stable funding has been 
important in the development of the health economics research group at Bernell, the York University the Centre of 
Heath Economics, and Master’s courses in Health Economics to train health economists in private, public, and 
industry sectors around the world. 

The Department of Health also had its own capacity through its economic and operational research division. Health 
authorities recruited people with operational research and health economic skills. Groups began to spring up to 
respond to the demand of decision makers. The York Health Economics Consortium set up in the 1980s, was a spin 
off from the university specifically to research applied services to help health authorities with their new responsibility 
for decision making.  

The Medical Research Council had long funded clinical trials. It moved to funding pragmatic trials relevant to 
decision makers. It increased its funding for health services research and introduced and required the inclusion of 
health economic analysis in the 1980s.  

Funding from the Department of Health enabled the Perinatal Epidemiology Unit at Oxford to produce a publication 
called “Effective care in pregnancy and childhood”, the first systematic review of all clinical trial literature in an area 
ever produced. This was the inspiration for forming the Cochrane Collaboration which has played an important role 
in mobilizing information from clinical trials of outcomes of effectiveness. The Department of Health was also proud 
to support the London meeting of the International Society of Technology Assessment in Health Care.  

In the 1990s, the NHS developed a research strategy in response to a report from the House of Lords, which 
criticized the NHS for being remote from research. At this time, the Department of Health also supported the 
formation of the International Cochrane Collaboration and the Centre for Reviews and Dissemination at York 
University. A number of regional groups were also formed including the Aggressive Research Intelligence Function. 
Additionally, the NHS HTA program was established to fund both clinical trials and systematic reviews targeted to 
the needs of a range of decision makers.  
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We led a very difficult life at this point because we were trying to provide guidance, information, and support to 
decision makers but make very clear the decisions were theirs. This all came to a head when the Centre for Research 
and Dissemination published a report on preventing teenage pregnancies. This report led to an inflammatory headline 
in the Daily Mail “NHS recommends contraceptive machines in primary schools.” We got a call from the Minister’s 
office early in the morning. Why was the NHS recommending this? Well, of course it turned out that no one at the 
NHS was recommending this. It was the Daily Mail’s interpretation of a rather complicated document that had 
analyzed a range of information. It raised some interesting questions about accountability of information that 
influences decisions. 

When NICE was created, it established appraisal committees. NICE commissions appraisal reports from a number of 
groups, primarily in the university base, to assist and guide its decision making.  

The NHS HTA program has continued and expanded, responding to the needs of NICE and other decision makers.  

More and more health economists are being recruited by NICE and industry to understand and respond to the new 
world that NICE represents. These health economists have come from the infrastructure put in place at the 
universities 20 years ago.  

The UK has been very pleased to play a role in founding Health Technology Assessment International and a number 
of developments with a focus on bringing together the public and private sector to discuss how to constructively take 
forward leading issues.  

The success we are enjoying now depends very much on long term investment in people in universities; decision 
making bodies with industry; and in Centres with the capacity to respond to the ad hoc demands of decision makers. 
Decision makers tend not to think ahead. They want help to make a decision and they want it immediately. Funding 
agencies and governments across the world have invested in methodological developments as well as in the studies for 
today’s answers to ensure that base is there for decision makers to tap into.  

An entire infrastructure is needed to create the information on epidemiology and the outcomes all of these systematic 
reviews and appraisals depend on. It depends on systems to collect, interpret and deliver this information and it 
depends or would be greatly helped by collaboration between all the people around the world doing these things. 
That’s something I think we could get better at. Obviously decisions have to be local, but we could still share 
information – localize the decisions, globalize the evidence. 

Investment in itself is not enough. The investment has to be managed to make sure that it actually delivers work of an 
appropriate quality. If the information you are getting from the infrastructure you produce is not of high quality it 
will not be defensible. It will not be the information that the decision maker needs to make a decision that will stand 
the test of time and withstand criticism. 

Finally, a word about partnership - success in these areas also depends on a very good level of understanding of types 
of partnerships in particular areas: between the people making the decision and between the people providing the 
information and analysis. In the case of the UK, the people making the decisions are NICE, and to some extent 
industry, about investment decisions in the pipeline. And the people providing the information are industry to NICE, 
and university groups to industry and NICE. It’s very important that there is a dialogue and a shared understanding.  

One of the first customers of the HTA program was the National Screening Committee. They were pleased with the 
information in the report but it wasn’t presented in a useful way. We developed templates and guidelines that 
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researchers could follow so they could do their research and present it in ways that were useful to the decision 
makers.  

There needs to be a mutual understanding of partnership between government, the health service, industry and the 
public about what the system is that we’re running; what the job of decision makers is; who they are accountable to; 
and what we are trying to achieve in balancing the needs of the public and the need to limit and manage expenditure. 

The history of this relationship in the UK is that some people still see industry as the enemy. I find this extraordinary 
because without industry we wouldn’t have effective treatments. We wouldn’t have them being developed. We 
wouldn’t have them being delivered. The Department of Health in the UK has a dual role. It is responsible for 
ensuring value for money for the health service expenditure and for promoting the success of the UK pharmaceutical 
and medical devices industries. There are some tensions in those two roles. In the past, I think many people thought 
they were incompatible. I think now most people would think they are compatible, if challenging to reconcile.  

The former role of maximizing value for money has lead to a focus on cost effectiveness and prioritization of health 
resources. The later role has been addressed through the pharmaceutical price regulation system which was designed 
to ensure that the pharmaceutical industry could sell drugs that meant a decent return on research based investment.  

There have been a lot of developments in the last 12 years and the creation of NICE was one very important early 
step in that. To begin with, that caused some hostility in industry. The government set up the pharmaceutical 
competitiveness task force which worked at the highest level of government and industry for two years to find ways 
of reconciling these issues and use NICE and other assets to make the UK an attractive place for the global 
pharmaceutical industry to do business. 

There has been an interesting development in the last year. A new Department of Innovation, Universities, and Skills 
with an Office of Life Sciences has been set up as a forum for stakeholders to get together. 

That was an introduction to how we in the UK have tried to develop the research and analytic base on which NICE 
has been able to draw to do its work.  

Making Decisions and Making them Stick: Building Systems for Robust, 
Transparent and Defensible Evidence-Informed Decisions   
Sir Michael Rawlins, Chairman of National Institute of Clinical Excellence, United Kingdom  

I am going to talk about the context in which NICE was set up and still 
operates. I am going to talk a little bit about the processes we use and the 
methodology. All of these are very important and actually process and 
methodology are of particular significance.  

The NHS is funded out of general taxation by a vote each year in Parliament. 
It is free at point of use and available to everyone. Parliament votes money 
to the Secretary of State who has responsibility for providing the health 
service. Much of this money goes through to primary care trusts which 
provide most of the health care. Other organizations receive NHS money 
and NICE is one of those. I make this point because NICE is part of the 

health service. We are an administrative body and we have devolved powers 
from the Secretary of State, but we use money that would otherwise be used for 
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routine health care. We are very conscious of the fact that the money we have available to us would otherwise be 
used to support the health care of the British population. 

NICE was set up in 1999 with two programs - technology appraisals and clinical guidelines. In 2002, another program 
was added concerned with the safety and efficacy of new interventional procedures. In 2005, broader public health 
was added and since March 2009 there has been further expansion of the appraisals and guidelines programs, and new 
program quality standards and metrics and NHS evidence.  

The primary purpose of NICE is to provide health professionals with advice on securing the highest attainable 
standards of care for NHS patients, and promoting and sustaining the public health. In doing so, we have to take into 
account effectiveness and cost effectiveness.  

NICE publishes guidance: appraisals guidance, clinical guidelines, intervention procedures and public health. The 
guidance we produce is primarily for England but some of our guidance is also applicable in other parts of other 
countries in the UK such as Wales, Scotland, and Northern Ireland. In England, technology appraisals come with a 
funding direction. There is a legal obligation on hospitals and primary care trusts to provide the resources for all those 
products we say yes to. We are not advising Ministers. We are instructing primary care trusts that they must provide 
those drugs. It places a great responsibility on us because we realize they only have limited budgets.  

Our advice is also taken up in Wales but does not have a funding direction. Scotland and Northern Ireland also take 
our advice on technology appraisals but they also take into account local features. Our interventional procedures 
programs cover all four countries within the UK. Our clinical guidelines apply to England and Wales. Scotland has its 
own arrangements. Northern Ireland is planning to take our guidelines on board. For public health we are England 
only. The other countries in the UK have their own arrangements. 

Our technology appraisals program encompasses the range of health technologies, pharmaceuticals, devices, surgical 
and other procedures, diagnostic methods and health promotion techniques. We take clinical effectiveness into 
account, but also cost effectiveness.  

Our appraisals process is a very important process because it allows all those who have reason to have a say in the 
process to be involved. Before we undertake an appraisal of any technology, the technology has to be referred to us 
by Ministers, which can sometimes take a long time. Once the ministerial referral has been received, there is an 
independent assessment report carried out by one of the Centre’s Chris just mentioned.  

That assessment report then goes out to the consultees consisting of the manufacturers and relevant patient and 
professional groups. Their comments are then considered by our independent appraisal committee who produce an 
appraisal committee preliminary conclusion and appraisal consultation document which is reviewed by consultees 
who may make comments. The appraisal committee reconsiders their conclusions based on the comments and then 
submits a final appraisal consultation document. That in turn goes to consultees who may wish to appeal against it. If 
they do appeal against it, it goes to NICE’s Board. If not, it is published. This is for multiple technology appraisals. 
This is where we are looking at 2, 3 or 4 different pharmaceutical products with similar indications. 

When we are looking at a single product, it’s the same principles but done slightly differently. Again we have a 
ministerial referral. This time the manufacturer produces an assessment report. That report is scrutinized by one of 
the HTA groups. Then that report on the manufacturer’s assessment report goes to consultees and to the appraisal 
committee, who then produces their provisional conclusions on the appraisal consultation. That is then subject to 
consultation. It then goes back to the appraisal committee which is responsible for producing their final conclusions, 
which again goes to consultees who have the opportunity to appeal against it, otherwise it is published.  
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The appeals process at NICE is also very important. The grounds of the appeal are threefold: the consultees can claim 
that we have not applied a fair process; secondly, that the appraisal committee has been perverse in its conclusions; 
and lastly, that the advice exceeds the Institute’s legal powers.  

These appeal grounds are those used in the British courts. Failure to apply a fair process is obvious and important. 
Perversity of the appraisal committee is a very tough hurdle. It is very unlikely that a British judge would overturn the 
conclusions of the appraisal committee.  

The appeal panel consists of two Board members. We have one representative from the NHS. We have one person 
with relevant industry experience and one lay member.  

When we develop NICE guidelines we have five principles we have to adhere to:  

• Robust – based on systematic reviews of published and unpublished literature and a critical examination of 
the evidence base; 

• Inclusive – our consultees comprise manufacturers, national relevant health organizations and patient 
organizations and two volunteer primary care trusts, who all have rights of appeal; 

• Transparent – there is open access to the published and unpublished data, economic models and systematic 
reviews and we try to make sure the reasons for the decisions are fully explained; 

• Independent  - decisions are made by independent members of our advisory bodies; 

• Within NICE’s legal powers - statutory instruments as amended, directions, NHS Act (1977), 
administrative law, fair processes, reasonableness, limits of legal powers, European law. 

The three overarching principles for how we approach economic evaluation are:  

1. Economic perspective for NHS and Primary Social Services 
2. Cost effectiveness - not affordability or budgetary impact 
3. Balance between efficiency (utilitarianism) and fairness (egalitarianism) 

We look primarily at the costs and savings to the health care system – direct and indirect. We look at the benefits – 
the improvement/change in health quality of life. The problem is distinguishing what you see as cost-ineffective with 
something cost effective. One approach to this is having a strict threshold with established boundaries. 

We have a citizens’ council of 30 members:  

− Cross-section of England and Wales 

− Serve for 3 years (one third retiring annually) 

− Meet twice a year – for 3 days 

− Deliberative process 

− Reports directly to the Board 

We derived our social values for our clinical guidelines from the citizens’ council’s deliberations – these are culturally 
and context specific. 

When our advisory committees make decisions they do it on a case-by-case basis taking into account the scientific 
evidence and social values. The factors they take into account include: 

− Severity of the underlying condition 
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− Extension to end of life 

− Stakeholder persuasiveness 

− Significant clinical innovation 

− Children 

− Disadvantaged populations 

In conclusion, NICE’s decisions are grounded on the available evidence, but it’s conditioned by scientific and social 
value judgments, and tempered by its legal obligations. 

Question and Answer Session 
Question #1 

It is a challenge balancing partnership and independence between decision makers and industry 
and all of the stakeholders that are involved in the decisions. How have you in the UK managed to 
develop a collaborative and productive relationship that we might learn from here in Canada? 

MICHAEL RAWLINS: Well, I am not sure that we necessarily have. To be blunt, we have had a terrible tradition in 
Britain that goes back 150 years of regarding people in trade as less than and there is still a hint of that there. We are 
still trying to break down those barriers. There has been a tendency to think of the pharmaceutical industry as the 
enemy. 

CHRIS HENSHALL: I think there are two ways of making progress. One is to find mutual territory on which to meet. In 
NICE’s time these meetings have been over specific cases where a bargain is being struck. The second way is to 
discuss the right issues at the right level. In my experience, you get more progress on difficult issues if you get the top 
people to do the discussion.  

Question #2 

What is the uptake of the different provider groups when they receive NICE recommendations when 
they may have to absorb new technologies and new drugs when they may not be built into their own 
budgets? 

MICHAEL RAWLINS: Some complain that we are upending their budgetary decisions. I have little sympathy for them. 
Over the last 10 years, the primary care trusts have had an increase in their budgets of nearly 40 billion pounds a year. 
NICE’s contributions to that are just under 2 billion pounds. The primary care trusts that plan for the future actually 
don’t have a problem. 

Question #3 

On drug decisions and how we get more knowledge on them, do you revisit the decisions? 

MICHAEL RAWLINS: Yes, we would. 
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Question #4 

Have you been able to quantify from a patient or health outcomes impact perspective what the 
impact of introducing a program like NICE has been? Has it improved the health of patients?  

MICHAEL RAWLINS: It is difficult to say. You can look at the reduction in various death rates which you could attribute 
to NICE but lots of things are probably going on at the same time and to pull out NICE’s contribution is very hard.  

There are areas in our guidelines such as in schizophrenia which was taken up very vigorously by the psychiatric 
community and it has made a very large difference in the lives of schizophrenics. I am proud of those sorts of 
guidelines which have been used to persuade primary care trusts and hospital managers to invest in various areas.  

CHRIS HENSHALL: There are studies that NICE has done that have shown a reasonable adherence to NICE guidelines. 
We know from previous studies at the NHS, that the NHS is a slow adopter of new technologies. I think it can be 
agreed that NICE has had a positive impact on the uptake of technologies and drug therapies and that in turn has had a 
positive impact on the population’s health. 

MICHAEL RAWLINS: Surveys over the years have shown that 70% of the population thinks we are doing a good or very 
good job. 

Question #5 

How does NICE involve researchers-in-training to build capacity? 

MICHAEL RAWLINS: Not really directly. There are other programs that do it. We don’t have resources or funding to 
do it. We don’t have a research budget.   

CHRIS HENSHALL: We have a great policy interest in improving knowledge exchange between academia and the world 
that it serves and improving the employability and skills of our graduates. That is leading us to grow and increase 
internships, placements, and other things in the private sector. We are not doing the same thing with graduates and 
post graduates who are going to take their skills into the public sector. 

Producing and Incorporating Innovation 
Mr. Gregg Szabo, Executive Director, Policy, Reimbursement and Communications, Merck Frosst Canada Ltd.  

As you have noted today’s topic is making difficult decisions. I am going 
to come at this from a couple of angles – decision making from the 
perspective of industry around our business model and how we are going 
forward in that regard; and trying to provoke some discussion with a slide 
on principles and how we can better incorporate innovation and 
innovative products into the health care system.  

The first thing I am going to do is look at cost. What is the lens through 
which all innovation is seen? People do look at value but underlying 
everything we talk about in health care today is the impact of cost. To 
underline that point last week while many of us were attending the 
BioTech conference in the US, there was an announcement by President 
Obama, who met with 15 health care leaders, including the Merck CEO. 
They agreed on an accord to reduce the rate of growth of health care 
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costs by 1.5% per year between 2009 and 2015, which would equate to 2 trillion dollars in healthcare savings. 

I will try to put drug costs into perspective. I think it is an important angle to start from. I will go from there to 
comment a little bit on how our industry is reshaping itself. 

This slide from CIHI (see slide 3, right, 
“Alberta Prescription Drug Expenditures: 
Provincial, Private, Total”) shows a fairly 
shocking cost trajectory from the 
provincial drug care budget. Basically, 
over the past decade, cost in Alberta has 
more than doubled. Most would 
consider this a concern for sustainability.  

Looking at a slide from IMS Health (see 
slide 4, below, “Market Performance 
Varies by Segment MAT December 
2008”) you can see a fairly substantive 
growth in the marketplace. The generic 
sector of the industry has contributed the 
largest growth percentage.  

Canadian generic drug prices are 
among the highest in the world. 
Many payors are looking at how 
they can modify and moderate those 
costs. Branded specialist driven 
drugs (like oncology products) are 
the next largest segment in terms of 
growth percentages. The branded 
primary care driven drugs has a 
negative growth. 

Looking ahead, what does the 
future hold in terms of cost? In our 
industry we call this the patent cliff. 

In the next five years you can see 
massive growth in the products that 

are due to come off patent. From a 
Canadian perspective this translates roughly into $5 billion in savings. 

The public expenditure on drugs in Canada makes up about 7% of health expenditures. That includes prescription 
drug costs and distribution and pharmacy costs. Two things I believe are whatever effort can be made to utilize those 
resources in a way that’s more likely to impact holistically the broader health care pie will bear far greater returns 

SZABO: SLIDE 3  

SZABO: SLIDE 3  
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than is what is being optimized in that 7%. I would also like to see a study of HTA resources and spending in Canada 
and see the percentage of that spending that is applied to this 7% of health care expenditures versus that applied to the 
rest of the health care piece.  

My thesis, as yet unproven, is that you will find at least 50% if not more of the health technology assessment and 
health economics energy and resources is directed to that very small piece of pie on the global scheme. 

It’s not to say that that is not the right amount. It could be, but certainly more can be done in the other areas. I 
certainly encourage, and NICE obviously has a much broader mandate, the adoption of a similar model. 

From there I want to turn to some of the forces that are affecting our industry. One of them is certainly sensitivity to 
cost. Bringing a new drug to market is a long process and takes 10-15 years. It is a complicated, complex, and highly 
competitive process and increasingly, a very costly process. The latest estimates are about $1.3 billion US for each 
product that is brought to the marketplace. I think most will also recognize that successful products must feed the 
research and development machine for all of the other products that don’t make it to the marketplace. We have over 
the years developed a level of comfort and certainty with regard to the first three hurdles we face from a regulatory 
perspective – safety, efficacy, and quality. That’s an area we have a lot of guidance on. More recently, in the last two 
decades, industry has begun to look more carefully at two additional hurdles: value for money and affordability. 
Budget impact is certainly a critical piece of an assessment process that goes forward for all payors.  

All of the things I have talked about have put industry into a crisis mode and massive restructuring. In looking at how 
we are re-organizing ourselves to deal with the new reality is the massive migration of the influence of decision 
making from the practicing physician to the payor. We are in part reacting to that migration and change. For 
example, in 2008, Merck had a one-third reduction in our sales force that calls on physicians. We have also 
experienced a 40% reduction of our commercial operation cost over the last five years. This is helping us deliver cost 
reduction to the payor and also adapting to the new reality we find ourselves in.  

One of the most important trends is a move toward adopting the payor mindset of defining value. We do see the 
payor as being a critical player in decision making and influence over the marketplace. Certainly there have been a 
number of steps by industry to address this – a move toward disease areas that payors are likely to value more highly. 
There has been a positive move toward killing projects more quickly where it doesn’t look like we are going to have a 
financial case to make when the product comes to market. The down side to that is many things are found to be 
serendipitously quite effective later in a product’s life cycle and in many cases patients need choice. Choice drives 
competition which reduces cost. It is clear that industry is cutting back on these simply because it is more difficult to 
find a financial market for them when they come to fruition.  

On the positive side, there has been a move toward more early engagement with payors so we can better understand 
the data requirements and the evidence requirements that are going to be needed in a particular disease area to 
ultimately better meet patient needs. In adopting a patient centric approach, an area that industry is increasingly 
supporting is the area of chronic disease management, whether it is to address patient adherence or patient relevant 
outcomes.  

From a Canadian perspective it doesn’t seem we are doing as well as we might. A little over half of products are 
receiving a do not list recommendation from the Common Drug Review. About half of the products that get a 
positive recommendation are reimbursed at the provincial level.  

Things we want to avoid are: overuse and underuse of medication, the wrong choice of medication (for clinical or 
economic reasons), and adverse reaction, duplication of prescription, etc. 
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To close are some thoughts on how we might work together collaboratively to bring more access to patients: 

We need to focus on the patient – from an access and outcomes perspective and patient involvement in defining best 
practices for the future 

• Be pragmatic – make our processes more flexible and more context-specific; 

• Help ensure optimal use; 

• Be transparent and accountable; 

• Streamlining; 

• Adopting a systematic approach; 

• Allowing a fair and equitable patient contribution; 

• Strive for an innovation focus; 

• Adopt a partnership approach for future planning. 

I think industry is listening and understands what payors are looking for in terms of optimal solutions for delivering 
healthcare and drugs to Canadians. 

Alberta Health Services Step-Wise Approach to Improving Allocative Eff iciency 
in Health Care 
Dr. Stephen Duckett, President and CEO, Alberta Health Services  

Economists have a lot to contribute towards understanding how to improve 
the efficiency of the health care system in terms of allocative, technical, and 
dynamic efficiency.  

Consideration of how to achieve allocative efficiency is core to the 
discipline of economics. This is not just a theoretical endeavour but has real 
meaning in terms of priority setting and the work of managers. The work 
economists have undertaken in developing the techniques associated with 
allocative efficiency can help to assist managers and policy makers to ensure 
that there is an optimum allocation of resources within the health sector so 
that there is appropriate investment in prevention versus curative services, 
in cardiology versus orthopedics, in diabetes care versus social marketing.  

In general terms, allocative efficiency can be defined as ensuring that there 
is an optimum allocation of resources so that the marginal dollar spent on any program yields the same level of 
marginal benefit as the last dollar spent in any other program.  

Although there is sometimes a distinction made between allocative efficiency and technical efficiency; in fact, we 
cannot achieve allocative efficiency without also achieving technical efficiency.  

Unfortunately, much of the focus of health economists in the English speaking world has been on further refinement 
of ways of measuring outcome and ways of undertaking economic evaluation to the relative neglect of pursuit of 
technical efficiency.  

As an aside, most of my academic work has been focused on technical efficiency and in particular the economics of 
hospital care. The good news for me, at least, is that there is considerable work to do on improving technical 
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efficiency in Alberta and I will discuss that later in this presentation. But allocative efficiency goes beyond technical 
efficiency to incorporate a focus on improving effectiveness. This combination of improving both technical efficiency 
and effectiveness can be most obviously demonstrated in a simple decomposition.  

Effectively allocative efficiency is concerned with the outcomes achieved per unit of input, and what you are about is 
evaluating the marginal benefit for the marginal investment or that the last unit of input yields better outcomes than 
investing that input elsewhere. But a simple decomposition shows that outcomes per unit of input is a function of 
inputs per unit of output and outcomes per unit of output. Of those two terms the first, inputs per unit of output, is 
the stuff of technical efficiency in the health sector, most commonly measured as cost per patient treated in acute 
care. Technical efficiency improves, for example, as cost per patient treatment goes down, and as technical efficiency 
improves so too does allocative efficiency.  

Improvement in technical efficiency most obviously requires that you can measure the units of output and here the 
work done by Bob Fetter at Yale in the 1970s provided the theoretical underpinning to allow us to measure and 
improve technical efficiency across the world. Fetter’s work, which led to the development of Diagnosis Related 
Groups as a way of measuring hospital activity, set the scene for the introduction in the United States of prospective 
payment for Medicare patients in 1983 and subsequently for the introduction of case mix budgeting or activity based 
funding internationally.  

Australia, where I led the introduction of case mix funding in Victoria in 1993, was one of the earlier international 
adopters. There are significant differences between the design of activity based funding as we introduced it in Victoria 
and the scheme introduced in the United States. Most notably, we had to develop methods of budget capping because 
the funding allocated by parliament in Victoria was capped. It also required the development of ways of ensuring that 
we measured all the “products” of hospitals: inpatient activity, outpatient activity, teaching and research.  

Introduction of activity based funding is designed to ensure that hospitals receive a fair allocation of funding from 
government sources. In the Albertan context, this would mean that Alberta Health Services would pay the same 
amount to its hospitals for undertaking an appendectomy at every hospital in the province. In turn, hospitals would be 
held to account to ensure that, over all their patients, service lines and other funded activity, they lived within their 
means. Simply put, that would mean that, on average, they would need to ensure that their costs for treating patients 
were no greater than the costs of other hospitals treating similar patients. Introduction of a system such as this would 
mean that arguments about overfunding, unfair treatment, favourites, etc. would be wiped away and would also 

reduce the likelihood of service reductions as a budget strategy. Holding hospital Vice‐Presidents to account through 
activity based funding would enable Alberta Health Services to measure their progress in improving the efficiency of 
the services for which they are responsible. In the way we could help to ensure the sustainability of Alberta health 
services.  

Activity-based funding would not only apply to acute hospital care but can also be applied to nursing homes and 
continuing care generally. It is important, of course, to ensure that at the same time as we pursue improvements in 
efficiency through activity based funding we also ensure that we focus on quality.  

Earlier this month I announced a new organizational structure for Alberta Health Services. Within that structure we 
created a new organizational unit headed by a vice president responsible for activity based funding. The principal task 
of this unit will be to explore the feasibility of implementation of activity based funding in Alberta Health Services. 
This will involve foundation work such as working with other groups such as finance, health information, and 
reporting units to ensure consistency of financial allocation practices and of recording and coding of activity. It will 
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also involve design of a Made‐in Alberta, activity based funding and audit system, suitable for our context based on 
appropriate case mix measures such as CMG+ for acute care, RUGs III for continuing care and so on.  

In a time of tight budgets, it is critical that we pursue all potential opportunities for efficiency improvement and 
reduce variation in efficiency across the province. It is therefore important that this consideration of the potential for 
activity based funding is completed relatively quickly so that we will be able to address efficiency variations by 
introduction of an activity based funding model for the 2010/2011 financial year.  

I turn now to the issue of effectiveness, the second component in the decomposition of allocative efficiency. But first 
some context about policy levers: in essence we have three broad levers to effect policy change: financial incentives 

or market‐based mechanisms, legal structures, or organizational structure reform and culture change. 

As an aside, economists mostly focus on the first of these, although those working within the tradition of the new 
institutional economics have added a focus on the second.  

There are a number of strategies to promote effectiveness which can be used and in terms of financial incentives there 
has been some discussion in Alberta about delisting ineffective or unnecessary treatments. It is not my intention to 
stray into the political realm nor is it in Alberta Health Services’ mandate and so I won’t discuss that strategy. 
Importantly though, there are a number of other ways that can be used to promote effectiveness, more based on the 
other two levers and it is on these that I want to concentrate today.  

A key approach to improving effectiveness is to ensure that clinicians use what is known; that is that we, as managers 
and policy makers, promote application of the evidence into practice. Individual clinicians can’t possibly keep up to 
date with the latest on every aspect of their practice without assistance. We need to strengthen the guidance we 

provide to our staff and physicians about what evidence‐based best practice might involve.  

As part of the organizational structure announcement earlier this month we identified that one of the key roles of 
corporate operational policy support units will be to develop and publish guidance about what we termed “Alberta 
Service Models”. That is, we want to ensure that where best practice is known, where there is evidence about what 
works and how care should be provided, then we ought to ensure that this is applied and implemented systematically 
across the province.  

We would thus develop, collaboratively with clinicians, agreed approaches to setting priorities and to treatment 
interventions that are appropriate for a patient’s or client’s particular circumstances. These Alberta Service Models 
would then be rolled out across the province.  

Alberta Service Models could also be seen as a particular case of a general issue of strengthening care paths across the 
province, i.e. developing standard ways in which the “normal” patient would be treated. Of course we need to 
recognize that every patient is different and their circumstances, priorities, relative valuations of different types of 
treatment will vary. Thus, although we will develop/validate and publish standard care paths, we also need to 
recognize that this individual variation will lead to legitimate variation from the standard path.  

Of course variation from the standard path needs to reflect and emphasize patient choice. Different patients will have 
different valuations of their fear of surgery, for example, and so they may place a different weight on whether surgical 
intervention is the most appropriate in their particular case versus watchful waiting or medical management of their 
condition. This valuation for an individual patient may also change over time.  
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So part of what we need to be on about, if we are to be true to developing a patient‐focused health system, is to 
strengthen patients’ abilities to make choices about their care. This in turn means we need to be more open with 
patients about what the likely outcomes are for different treatment pathways or different treatment choices. Ideally 
we would be able to say to patients that the experience in this particular hospital of a patient your age and condition 
for the treatment that you are about to undergo is this. This would, of course, require us to become more 
sophisticated in terms of our use of data and putting those data in the hands of clinicians, providing feedback to 
clinicians about the outcomes of their treatments and providing that information to patients in a timely and useful 
way. In this way patients would be much better informed and much better able to make their priority decisions and to 
progress appropriately along any particular care path. This individual focus will become more relevant with 
developments in individualized medicine stemming from genome research. As an aside, I think development of 
individualized medicine will present a real challenge to the contemporary paradigm of research including the large 
scale randomized controlled trial (RCT) and typical approaches to the application of cost effectiveness analysis in 
technology assessment. It will present a similar challenge to the “go – no go” approach involved in economic 
evaluations which rely on RCTs. Hence my inclination toward the more nuanced approaches possible with an 
emphasis on guidance to clinicians and support for patients to enhance their involvement in shared treatment decision 
making.  

But of course in order to introduce a system such as I’ve just described where you provide localized information 
about outcomes, we need to be able to say what the outcomes of care are. We need to be able to say to patients that 
we do indeed focus on measurement of outcomes of the kind which are meaningful to you.  

It is important to note here that typically we provide a service which may not be described in the same way a patient 
would describe it. So a patient presents to us with joint pain, for example, and what we offer them is surgery. What 
is important to the patient is whether the joint pain is relieved, not particularly whether the surgery was technically 
perfect. So the measurement of outcomes needs to be undertaken not only in terms of how well a clinical procedure 
was performed but also in terms of how the patient assesses the value of their total experience, the surgery and the 
rehabilitation.  

Patient assessed value and the skill and quality of clinical procedures are in fact two different dimensions of value, 
although often in my view inappropriately conflated. Thus it is important for us to develop further our ability to 
define outcome measures from a patient perspective, not simply the clinical outcome measures that we have routinely 
collected. The good news is that the technology to do this is improving and standardized measures, such as the SF12, 
are increasingly available to be used in this way.  

Finally, and obviously in a conference such as this, I need to refer to technology assessment, key to promoting a third 
type of efficiency, dynamic efficiency. Despite the methodological challenge from genome research, technology 
assessment is an absolutely essential part of ensuring dynamic efficiency of the health care system. We need to ensure 
that technologies are appropriately evaluated prior to implementation or introduction into the health system. Clearly 
Alberta Health and Wellness has a key function in this regard as part of listing decisions and setting the fee schedule to 
remunerate physicians. But of course physicians are not the only ones who are involved in new technologies. There 
are clinical developments occurring within the purview of practically every health profession.  

To some extent the technology assessment process might best be incorporated within and affected by the 
development of Alberta Service Models outlined above. But clearly Alberta Health Services must decide whether we 
wish to see new technologies proliferate across the province, or be focused in one or more of our specialized 
facilities. So it is important for Alberta Health Services to develop and strengthen its own technology assessment 
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capacity. This would enable us to identify the real costs associated with new technologies against which we can 
evaluate the real benefits that may accrue. The potential to link the technology assessment process to Alberta Service 
Models significantly enhances the sophistication of our implementation process as it allows a more nuanced and 
tailored evaluation of the benefits of new technologies.  

Economists are well aware of the so‐called law of diminishing marginal returns. In health care one way in which that 
plays out is that, for example, the yield from a new diagnostic test declines the wider the patient group tested. An 
Alberta Service Model will allow us to move from “go – no go” type decisions to facilitate guidance to clinicians about 
the appropriate use of new technologies in specific groups of patients, at what stage of disease, how often etc. and for 
the guidance to be reassessed regularly as new evidence comes to hand.  

The overall message of my talk today then, is that I do not want to see us put all of our eggs in one basket in terms of 
improving allocative efficiency across the province. We need to pursue different strategies including improving 
technical efficiency and improving effectiveness.  

The simple summary message though is this: we need to recognize that the health system is changing, and changing 
rapidly. In our draft strategic plan we have identified access, quality and sustainability as key goals for the Alberta 
health care system. We can only achieve sustainability if we have appropriate mechanisms to promote allocative 
efficiency and I have sketched for you today a pragmatic, stepwise approach to achieving that within our organization.  

Panel and Audience Discussion 
Moderator: Dr. Tom Noseworthy, Director, Centre for Health and Policy Studies, Department of Community 
Health Sciences, University of Calgary 

Panel Members: Michael Rawlins, Chris Henshall, Gregg Szabo, Stephen Duckett, Fred Horne  

MICHAEL RAWLINS: I was very 
interested in what Stephen was 
talking about in relation to care 
paths, service, and so on because 
we have a guideline program 
which I think is much more 
important than the technology 

assessment program in terms of 
improving the quality of care of patients. From our clinical guidelines we are also producing two derivative products 
– one is a commissioning guide to help commissioners purchase more wisely. We are also about to start producing 
NICE quality standards. Tthe elements of what a good quality service should look like – in descriptive and qualitative 
terms. So I support what Stephen is doing because we are starting to struggle in that direction, too. 

GREGG SZABO: I echo that theme. I was very impressed with the presentation on some of the approaches AHS is 
looking to take. Something that is critical from the point of getting it right going forward is absolutely the 
measurement approach so a strong focus on that was very positive to hear. But also I was impressed with the concept 
of the patient reported outcomes. We’ve often struggled at least on the industry side in terms of what are relevant 
outcomes defined by various health technology review agencies within Canada. Sometimes I think we feel at least the 
approach is too narrow in terms of what constitutes evidence and so certainly more patient reported outcomes, more 
patient input generally is a positive step and lastly, I would recognize the tremendously collaborative approach in the 
UK. That is encouraging and something we could learn a lot from.  
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FRED HORNE: It’s quite a humbling experience to hear all of these presentations. One area we haven’t addressed is 
how we address compensation for health care professionals in a system that is truly evidence-based. That is a question 
we are going to have to be prepared to deal with in Alberta, probably sooner than we think. All health care 
professionals have a tremendous impact on the decisions they make on costs and for outcomes for patients. In 2003, a 
lot of effort in this province went into designing a master agreement with the Alberta Medical Association that 
brought to the fore the need for primary care reform. As part of that we introduced a compensation plan for 
physicians to provide an incentive to change the way primary care was delivered through a team based approach and 
primary care networks.  

For many of these, the challenges the Government of Alberta is going to face in partnership with Alberta Health 
Services is what other changes in compensation arrangements may be necessary in order to achieve some of the things 
we have discussed here today. I think it is clear that simple reliance on fee for service is not going to cut it with the 
type of reform we are talking about here. We will have another opportunity with the physicians in 2011 when the 
master agreement is renegotiated.  

TOM NOSEWORTHY: Do you think alternative payment plans for physicians are going to reduce costs in your mind, 
Fred? 

FRED HORNE: I wouldn’t say I have the expertise to make that judgment. I know in terms of recruitment what we 
have been able to come up with has been a great boon to us. We are far more competitive on that basis. Those plans 
though need to bear a direct relationship to system wide outcomes.  

One thing that will happen in the near future is today I tabled on behalf of the Standing Committee on Health, an 
amendment on Bill 52 the Health Information Act and in addition to providing a legislative framework for our 
electronic health records, this will make available health information repositories in Alberta for the first time. Any 
changes to compensation plans will have to be weighed by the information we get from health information 
repositories. 

CHRIS HENSHALL: I am interested in the issue of cost and the variation in cost which Stephen suggested. One of the 
complications of that in our system has been the element of cost that is attributable to research. I have spent several 
years of my life trying to disentangle that in the UK system and set up identifiable research budgets that would run in 
parallel with patient care budgets.  

ANDY GREENSHAW: Chris’ point about research is well taken. There were two elements to my questions - in Alberta 
there is an intimate relationship between clinical teaching, clinical research and service delivery. I am interested in 
how the changes will still support that critical involvement of AHS in clinical teaching. 

STEPHEN DUCKETT: We need to recognize that there are distinct products if you will of health services and treated 
patients are not the only ones. Patients treated in a variety of settings and we have different ways of measuring that 
activity. We are less adept at measuring the work that hospitals do and other service settings do in clinical teaching 
and research. We know for example that the cost for person treated at the U of A or Foothills is $500 or $700 more 
than the cost per person treated at the Royal Alex or Rocky View. The question is, is this a measure of the 
inefficiency in these hospitals, or a disguised  subsidy for research or teaching? What is critical is that we do recognize 
that hospitals do these other activities and also that they are held to account for their productivity in that regard. That 
is, it is not acceptable to say yes they are different and you bureaucrats don’t worry about it we will look after it. 
Even though it is complex, spending on teaching and research must be accounted for. It is complex but it is possible. 
There is no longer a need to bury the cost of research and teaching in the hospital budgets but rather research is 
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something that we do in these facilities and we are proud of it so we don’t have to think of it as something shameful 
anymore. We should measure it. We should set up a budget for research and we should evaluate the quality of that 
research that is done for that spending because I am quite sure once we start identifying how much is spent we will 
recognize that a lot is spent and it is not all of equal quality and we need to hold people to account for that.  

In research as much as in any other area we have to make difficult decisions in times of scarcity. 

CHRIS HENSHALL: In the years we spent tackling this issue when I was in government we were thinking along those 
lines. There are activities hospitals do, they treat patients, they support, or do research, they teach students. I 
suspected when we modeled it and began looking at the numbers that there is something else which teaching hospital 
do that tends to cost a lot and that is clinical leadership. This didn’t run in the UK because all hospitals are equal and 
everyone has to get equal treatment. So it wasn’t possible to accept that some hospitals were leading at the cutting 
edge of new treatments and possibly therefore providing a better service to the people who went to them. But I think 
most people who work in medicine feel that the role of the classic teaching hospital is that there is a leadership aspect 
to it. It does costs of providing a service and is important to the health system because those elements diffuse out into 
the health system. It was politically not possible to acknowledge that as a cost driver in the system so those costs were 
loaded into the research and teaching elements of the service so the numbers come out right and the treatments look 
right.  

GREGG SZABO: I think that is a fantastic comment and I think it essentially goes in line with innovation does cost money 
and I think innovation is occurring in some cases and that should ultimately be recognized. In terms of the health 
system subsidizing health research at least in one area it’s the other way around and that’s in the area of clinical trial 
research where the research is subsidized by the research that is going on. That’s not an area that is recognized or well 
understood at this point. 

I wanted to make the point that we would certainly do well in Canada to increase the amount of clinical research that 
is being done and to streamline some of our approaches around ethics review boards to centralizing it. 

BRIAN CARTER: There has been a lot of research done on care maps and clinical practice guidelines and very poor 
compliance with them in most hospitals and practices. I was interested to hear Sir Michael’s comments that 70% of 
the guidelines were taken up. I bet if you talked to Alberta Health and Wellness and the Alberta Medical Association 
not 70% of the guidelines here are being taken up. I wonder if there is a difference in the UK guideline compliance – 
is it due to accountability frameworks and benchmarking or pay for performance models?  

Dr. Duckett what are you going to do in Alberta to get compliance? I am concerned about how it will be 
implemented. 

MICHAEL RAWLINS: Implementation is quite a tricky business and there is not one thing you can do. We know that just 
producing and distributing a guideline has minimal effect. You have to actually sell it. You have to have clinical 
leadership. You have to have arrangements in place for a business case to be made. We have a variety of 
implementation tools – slide sets, costing templates, implementation consultants, and rely on the profession and have 
their buy in.  

TERRI JACKSON: If you had to face a doctor remuneration process to fee for service how would you change the NICE 
process and or the implementation of guidelines?  

Michael Rawlins: In general practice in the UK we have introduced a framework where doctors don’t get paid for 
each immunization. They don’t get anything until 70% of eligible patients have been immunized and then they get 



 

 24 

M
AK

IN
G

 D
IF

FI
CU

LT
 D

EC
IS

IO
N

S 
| 

5/
25

/2
00

9 
 

two thirds, etc. If you pay people to do things, they do them. The mistake we made was some of the things we 
wanted doctors to do were not well thought through.  

PAUL ARMSTRONG: In cardiovascular medicine, there is quite a level of mismatch between the guideline 
recommendations and the quality of evidence that supports them. That remains a significant disconnect. Is research 
and the training of the next generation that will be participating in the development of new and better guidelines, is 
this something to be tolerated and subsidized or is it something to be honoured and promoted?  

STEPHEN DUCKETT: Obviously we need to make sure there is innovation in treatment that is undertaken in a 
systematic way and disseminated. I think much of the problem in health care is there is innovation in treatment that is 
not either systematic or systematically disseminated and so we need to ensure that happens. With respect to 
guidelines from an economist’s perspective, there is an excess supply of them and a low demand for them which 
causes problems in the guideline marketplace. There are ways of addressing this – one is to make sure that the 
guidelines are easy to use and producing them and putting them on the web and hoping someone might come across 
them is very difficult. We are proposing an Alberta service model that becomes the way we do things in Alberta 
either through the financial incentives, through organizational incentives, and so on.  

CHRIS HENSHALL: I don’t think there is a view in the UK as to what the right level of engagement of the new 
generation of researchers is. Upward seems to be the way to go but depends on funding continuing. 

BOB RAUSCHER: One of the key messages I am taking away is the quality of evidence – Dr. Duckett, I am wondering 
about your future vision around technology assessment and the willingness to accept global evidence of quality from 
other jurisdictions? 

STEPHEN DUCKETT: We don’t intend to replicate every RCT around the world in Alberta. However, we need to 
understand that we need to interpret things differently for Alberta because of our different factor prices. The clinical 
evidence would by and large be portable. 

DEBORAH MARSHALL: Can you comment on systems dynamics as a possible way forward because the bottom line end 
game here is integrated care? In Alberta there has been several reports recently how important that is and how we 
need to look at that whole integration of care rather than technologies in and of themselves.  

STEPHEN DUCKETT: I have published in this area so you won’t get me to say that system dynamics analysis is the wrong 
thing to do. The health system is extraordinarily complex and understanding the interrelationships of introducing new 
products or processes in primary care and the implication on secondary care and the implication on hospitals and 
continuing care is extraordinarily complex and SDA is appropriate there.  

I think the more we promote these sorts of considerations, the more health research grows in Alberta, the better it is 
going to be for all of us – managers, patients and other providers. 

TOM NOSEWORTHY: Is it time for NICE Alberta or not? 

MICHAEL RAWLINS: NICE works within our single payor system in the UK where we can take into account the science 
and social values of the population we serve. The technical things we do can easily be done in Alberta but that’s easy. 
It’s doing it in the context of the healthcare system in which the thing is embedded and be the servant of the health 
care system.  

TOM NOSEWORTHY: So it is possible to do it at a provincial level. Quebec has just announced that it will have a NICE 
like organization growing out of its HTA agencies. 
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STEPHEN DUCKETT: There are of course issues of economies of scale and you don’t want to replicate every aspect of 
technology assessment in every province.  

GREGG SZABO: When it comes to drugs there is more than just the provincial health system. Drugs are 50% paid 
through a private system as well so that also has to be taken into account. Judgments about the value of drugs need to 
be made. We lived quite well with a provincial system in the past and we could live quite well with one in the future. 
What is more important than where it is done is how it is done. On that context if we can get to a place where there 
is a level of dialogue and collaboration and input and clarity in the process, how it is done is what matters whether at 
the provincial or national level. 

CHRIS HENSHALL: It is quite important to see in the origins of NICE, that it developed because of a need to clarify and 
change the decision making and accountability system. NICE then because of its position and prominence has had a 
major impact on the information and analytic system that feeds it and how it has developed in very important ways. 
The driving principle behind the establishment of NICE was not primarily about changing the way we produced and 
analyzed information. It was about changing and getting clarity in who was responsible and accountable for making 
politically and socially important set of decisions. They are an evolution of a decision and accountability function not 
an evolution of an analytic function.  

If one conceives of a NICE Alberta growing out of the health services research engine, I think that is a 
misunderstanding of what happened in the UK when NICE developed.  

FRED HORNE: It has always bothered me that this is an area where the federal government could be hugely relevant in 
health care at a time when they are providing an increasingly lower level of funding to provincial jurisdictions. It is 
something that absolutely should be considered.  

My main take away from your presentation Chris is that there needs to be a clear line between the business of 
generating evidence and formulating it for presentation and then decisions around that use of that evidence in 
deciding what services are to be provided and how, is the job of the decision maker.  

As elected officials our capacity to deal with the type of information that we have discussed here needs to be increased 
and I think it will with experience but I don’t think it will work if we position ourselves as the architects of the 
development of a NICE type of methodology. We are the wrong people as elected officials to decide what 
information comes into play and on what basis. We are the correct people to provide assurance to the public that we 
have covered off both effectiveness and cost effectiveness in the decision making.  

TOM NOSEWORTHY: I’m not sure if it was passed on to a federal jurisdiction that it would be done any better.  

GREGG SZABO: I just wanted to say what we don’t need is two bodies stacked one on top of the other. If you are going 
to develop NICE Alberta that means you are going to opt out of the federal body because we don’t need more 
complication. What’s most important is how it is done. 

MICHAEL RAWLINS: The decisions that organizations like NICE make are not ones that politicians can make very easily. 
The short term pressures on them are too great. I think that’s why we need to separate it and that’s why in the UK 
we have NICE.  
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Program 

3:00 Welcome and Introductions     

Lorne Tyrrell 
Professor and CIHR/GSK Virology Chair, University of Alberta 

Fred Horne, MLA 
Chair, Standing Committee on Health, Alberta 

Stephen Duckett 
President and CEO, Alberta Health Services    

3:20 Presentations 

Chris Henshall 
Pro-Vice Chancellor, York University , UK 

Michael Rawlins 
Chairman of National Institute of Clinical Excellence, UK 

4:15 Question and Answer Session 

Moderator: Glenn Monteith 
Assistant Deputy Minister, Alberta Health and Wellness             

4:30 BREAK 

4:50 Presentations 

Gregg Szabo 
Executive Director, Policy, Reimbursement & Communications, Merck Frosst Canada Ltd. 

Stephen Duckett    

5:20 Panel and Audience Discussion 

Moderator: Tom Noseworthy 
University of  Calgary  

Panel: Sir Michael Rawlins, Chris Henshall, Gregg Szabo, Stephen Duckett, Fred Horne 

6:15 Reception 

7:00 Dinner  
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Speaker Biographies 

Dr. Lorne Tyrrell 

Lorne Tyrrell is the Chair of the Board, Institute of Health Economics. He is the 
CIHR/GlaxoSmithKline Chair  in Virology at the University of Alberta. He is 
also the Chair of the Board of the Alberta Health Quality Council and Chair of the 
Gairdner Foundation and a member of the Research Council of the Canadian 
Institute of Academic Research. In 2004, he completed 10 years as the Dean of 
the Faculty of Medicine and Dentistry at the University of Alberta. 

Dr. Tyrrell has won numerous awards at the University of Alberta (Rutherford 
Undergraduate Teaching Award, J. Gordin Kaplan Research Awards, and the 
University Cup). He won the ASTech Award for Research in 1993 and the Gold 
Medal of the Canadian Liver Foundation in 2000. 

Dr. Tyrrell was appointed to the Alberta Order of Excellence in 2000, an Officer of the Order of Canada in 2002, and 
a Fellow of the Royal Society of Canada in 2004. He was awarded the F.N.G. Starr Award from the Canadian Medical 
Association in 2004 and the Principal Award of the Manning Foundation in 2005 for his work on the development of 
oral antivirals for the treatment of HBV. 

Mr. Fred Horne 

Fred Horne was elected to his first term as a Member of the Legislative Assembly of Alberta for Edmonton-Rutherford 
on March 3, 2008. In addition to his regular duties as MLA, he serves as chair of the 

Standing Committee on Health, deputy chair of the Premier’s Council on the Status of 
Persons with Disabilities and is a member of the Agenda and Priorities Committee, 
Private Members Business Committee, Legislative Offices Committee and the Select 
Special Chief Electoral Officer Search Committee. Prior to being elected, he worked as 
a health policy consultant for over 25 years, serving various government bodies and 
regional health authorities in addition to the public, private and not-for-profit sectors.  

Throughout his career Mr. Horne has led initiatives to improve access and quality in 
Canadian public health care and has worked extensively with the Conference Board of 

Canada, the Alberta government and the Mayo Clinic. An avid volunteer, he has served 
on numerous boards including: Alberta Mental Health Board, Athabasca University, 

Mediation and Restorative Justice Centre of Edmonton, Canadian Student Debating Federation . Additionally, Mr. 
Horne is a former debater and coached Team Canada at the World Schools Debating Championships. For his continued 
contributions to the development of debate and speech programs he received the Queen Elizabeth II Golden Jubilee 
Medal in 2002. He and his wife, Jennifer, have lived in Edmonton since 1992. 
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Dr. Stephen Duckett 

Dr. Stephen Duckett has spent his professional life working in health care. As Alberta 
Health Services' new President and Chief Executive Officer (effective March 23, 
2009). He  has more than 35 years of experience in health care. 

Prior to coming to Alberta, Dr. Duckett was Chief Executive Officer of the Centre for 
Healthcare Improvement for Queensland Health in Australia. (Queensland occupies 
the north east of the Australian continent and is roughly triple the size of Alberta; 
Queensland health is the public provider with approximately 60,000 staff). 

Before that, he was a professor of Health Policy and Dean of the Faculty of Health 
Sciences for 10 years at La Trobe University in Melbourne. He also chaired the board of 
a major public health provider, Alfred Health.  Dr. Duckett's work in health care also includes two years with the 
Government of Australia as Secretary (equivalent to Deputy Minister) to the Department of Human Services and 
Health. 

In 2006, Dr. Duckett received a Doctor of Business Administration in Higher Education Management from the 
University of Bath in the United Kingdom. That same year, he also received a Doctor of Science Award based on his 
publications from the University of New South Wales in Sydney, Australia. He has a PhD in Health Administration from 
the University of New South Wales and a Bachelor of Economics (Economics and Pure Mathematics) from the 
Australian National University in Canberra, Australia.  

Dr. Chris Henshall 

Chris Henshall is Pro-Vice-Chancellor for External Relations at the University of 
York from where he leads various University spin-out companies and joint-
ventures. He has also served as Director of the Science and Engineering Base 
Group in the Office of Science and Technology in the Department of Trade and 
Industry in London, and as Deputy Director of Research and Development in the 
Department of Health. Here he helped to establish the NHS HTA Programme, the 
National Institute for Clinical Excellence, and with colleagues in other countries, 
the International Network of Agencies for Health Technology Assessment 
(INAHTA). Over the years, he has also been involved in various initiatives to 

promote and co-ordinate HTA across Europe. Dr Henshall was the Founding 
President of Health Technology Assessment International (HTAi) which is now 

established as the international society for the rapidly expanding body of professionals involved in doing, using or 
developing HTA in health care, industry and government. 
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Sir Michael Rawlins 

Sir Michael Rawlins has been chairman of the National Institute of Health & Clinical 
Excellence (NICE) since its formation in 1999. He is also an Honorary Professor at the 
London School of Hygiene and Tropical Medicine, University of London, and Emeritus 
Professor at the University of Newcastle upon Tyne. He was the Ruth and Lionel 
Jacobson Professor of Clinical Pharmacology at the University of Newcastle upon Tyne 
from 1973 to 2006 .At the same time he held the position of consultant physician and 
consultant clinical pharmacologist to the Newcastle Hospitals NHS Trust. Dr. Rawlins 
was formerly vice-chairman (1987-1992) and chairman (1993-1998) of the 
Committee on Safety of Medicines; and chairman of the Advisory Council on the 
Misuse of Drugs (1998 - 2008). 

Mr. Greg Szabo 

In his current position as Executive Director, Policy & Reimbursement, for Merck Frosst Canada, Gregg Szabo has 
responsibility for federal and provincial government affairs, health and economic policy, and 

outcomes research. This includes providing input on pharmaceutical and related health 
and industrial policies to provincial and federal governments. Mr. Szabo has been with 
Merck Frosst since 1990 after graduating with a Masters of Business Administration from 
McGill University. He has a wide knowledge of various aspects of the industry having 
worked in sales, marketing, and corporate affairs. Mr. Szabo serves on a number of 
industry association committees. He is currently Vice-Chairman of the Policy Committee 
and past Vice-Chairman of the Ontario Regional Committee of Canada's Research-Based 
Pharmaceutical Companies (Rx&D). Mr. Szabo avidly believes that the life sciences 
research cluster will be a major driver of Canada's future prosperity and works extensively 

to fulfill this vision, including acting as a member of a number of boards and committees. 
He is a member of the Executive Committee of the Biotechnology Council of Ontario and the 

board of the Alberta Institute for Health Economics. He is Chairman of the Advisory Council of the Ivey MBA Health 
Sector Stream. 

Dr. Tom Noseworthy 

Tom Noseworthy is a Professor of Health Policy and Management in the 
Department of Community Health Sciences, University of Calgary. Dr. 
Noseworthy is the former Vice President, Medical Services, and CEO of the Royal 
Alexandra Hospitals, and Chair of the Department of Public Health Sciences, 
Faculty of Medicine and Dentistry, University of Alberta. He holds a Master of 
Science in Experimental Medicine from the University of Alberta, and a Master of 

Public Health ‐ Health Policy and Management from Harvard University. Dr. 
Noseworthy is a physician with specialty certification in the Royal College of 
Physicians and Surgeons of Canada, and the American Colleges of Physicians, 
American College of Chest Physicians, and American College of Critical Care 
Medicine. Dr. Noseworthy has been a member of the National Statistics Council since 1999. He served as a member of 

the Prime Minister’s National Forum on Health from 1994‐1997, and chaired the Steering Committee; co‐chaired the 

Advisory Council on Health Infostructure (Federal Health Minister) from 1997‐ 1999; chaired the Senior Reference 

Committee for Alberta Wellnet from 1997‐ 2002; and, was Chair of the Western Canada Waiting List Project from 
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1999‐2006, and now chairs the research collaboration known as the Western Canada Waiting List Investigators. He was 
a founding Director of Canadian Doctors for Medicare in 2007. 

Tom Noseworthy’s research has been published in over 90 papers and book chapters and focuses on health care access 
and improving quality management of waiting times for scheduled services. In 2005, Dr. Noseworthy was awarded the 
Alberta Centennial Medal by the Province of Alberta for contributions to health care and policy and was named as one 
of Alberta’s top 100 Physicians of the Century by the Alberta Medical Association and College of Physicians and 
Surgeons of Alberta. In 2007, Dr. Noseworthy was named by the Governor General as a Member of the Order of 
Canada for contributions to health policy and Medicare. 
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